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EDITORIAL

" As We See It

Our predicament in Korea has itself so ab-
sorbed the attention of the general public
that it may be questioned whether the rank
and file have, as yet, come to any realizing
sense of the degree in which it underlines the
need for decisions and reforms which our
government has been evading or avoiding
for years.

It is quite commonplace to hear it said that
the Kremlin has now begun an active campaign
to oblige or somehow induce us to fritter away
our substance in many quarters of the globe
where it is very doubtful if we can in any event
be particularly effective even if Russia risks not
a Russian. This, of course, may well be true, and,
if so, we would appear to be playing directly
into the hands of the master minds in Moscow.
We are now definitely committed in Korea. We
have entered the fighting on as large a scale as we
are able, and have made repeated official state-
ments about what we intend to do in that troubled
- peninsula where we, to all appearances, are not
particularly wanted. It is now obvious that to
do what we say we intend to do will cost us
heavily. By reason of our efforts in Korea- we
should be by so much less able to cope with sim-
ilar coups in a half dozen parts of the world
where the Kremlin might repeat their Korean
tactics. - ‘

‘It is now evident that despite the “coopera-
tion” somewhat hardly won from the United
Nations, there is nowhere in the world today
much armament which could be drawn upon
quickly to check the marauding Russians or their
satellites. It is likewise an obvious fact that most

Continued on page 21

Attractive
Railroad Bonds

‘The Changed Stock
Market Pattern
By LUCIEN O. HOOPER*
W. E. Hutton & Co., Members of N. Y. Stock Exchange

Market analyst decries temptation to regard Korea as an
isolated political incident, -asserting that it is leading
us into long-term armament economy. Foresees radically
changed basis of selectivity with the shares of the lower-
grade railroads and speculative marginal companies
outperforming the investment-type growth companies.

In the sessions beginning June 26 and ending July 18,
approximately 40,000,000 shares were traded on the New
York Stock Exchange. There are approximately 2,225~
000,000 shares listed. This means a 15 session turnover of
18/10%. Those of us who are close )
to the market know that it probably
takes at least two “round trips,” es-
pecially in a hectic market like this,
to find a home for any stock which

,suddenly is turned loose from per-

manent ownership. It would be very
conservative, I think, to guess that
less than 1% of all the stocks owned
have experienced “disturbed owner-
ship” since this big decline started.
In other words, at least 98.2%, and
probably over 99%, of all stocks are
owned today by exactly the.same :
persons who owned them on June 23.
This shows two things: first, that the
ownership of stocks is much more
stable than most people assume; and
second, that our markets are exceed-
ingly thin—permitting wide price changes to stem from
very little trading.

The Business Outlook

The business outlook over the balance of the year
has not deteriorated. If anything, both civilian business
and defense business will increase. There is no need to
revise downward most estimates of 1950 per share earn-

L. O. Hooper

*A talk by Mr. Hcoper before N. Y. Society of Security Analysts,
New York City, July 18, 1950.

Continued on page 25

CORPORATE FINANCING POSTPONED—This week’s “New Issue Calendar,” which
appears on page 31, includes a list of the larger corporate issues which have been
temporarily postponed due to unsettled market conditions resulting from the Korean war.

Truman Asks War Powers

President in address to Congress also asks for $10 billion

in new taxes designed not only to meet Korean situation,

but to oppose Communist aggression elsewhere, if neces-

sary. Promises to submit program of new taxes and says

“he will withhold price control or rationing for present,
unless sharp price rises ensue.

President Harry S. Truman appeared before a joint
session of both houses of Cor.gress on July 19 and deliv-
ered an address in which he asked for enactment of
measures to give him the full war powers which were in
force during the last war. He also
asked for higher taxation to provide
approximately $10 billion or add.-

“tional revenues, but withheld specitic
tax recommendations, pending com-
pletion of studies now under way.

The complete text of the Presi-
dent’s address follows: '

To the Congress of the United
States: '

I am reporting to the Congress on
the situation which has been created
in Korea, and on the actions which
this nation has taken, as a member
of the United Nations, to meet this .
situation. I am also laying before the President Truman
Congress my views concerning the {
significance of these events tor this- nation and the
world, and certain recommendations for legislative action
which I believe should be taken at this time,

At 4 o’clock in the morning, Sunday, June 25, Korean
time, armed forces from north of the 38th Parallel in-
vaded the Republic of Korea.

The Republic of Korea was established as an indepen-
dent mation in August, 1948, after a free election held
under the auspices of the United Nations. This election,
which was originally intended to cover all of Korea,
was held only in the part of the of the Korean peninsula
south of the 38th Parallel, because the Soviet Govern-
ment, which occupied the peninsula north of that parallel
refused to allow the election to be held in the area
under its control. ‘

The United States, and a majority of the other mem-

Continued on page 26

State and

Our Research Department has just
completed a brief study of certain
railroad income bonds which appear
particularly attractive in view of
the favorable outlook for railroad
earnings. o

Copies are available on request.
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The Security I Like Best

A c;ontmuous forum in which, each week, a different group of experts
in the investment and admory field from all sections of the country

partlcnpale and give their reasons

PETER BALL

_Partner, Ball, Burge & Kraus
Cleveland, Ohio

(Hiram Walker - Gooderham
& Worts)

One way of choosing a company
that will be around for a long
time in the future is to pick one
that caters to a habit, such as
smoking or
drinking; and
my particular
choice of a
company in
that. category
is Hiram
Walker -
Gooderham &
Worts,

Hiram
Walker ranks
fourth in
point of size,
holds a strong
position in the
industry and
owns a well-
rounded group of distilleries pro-
ducing brands which have an ex-
cellent public acceptance. Prin-
cipal brand names available in the
United States are Canadian Club,
Walker’s DeLuxe, Imperial, Walk-
er's Gin, William Penn, Barclay’s
Royal Canadian, Corby’s Reserve,
Ballantine’s Scotch, Old.Smuggier
Scotch and John Collins Gin. Al-
though Hiram Walker is a Ca-
nadian company, the major por-
tion of its sales are made in the
United States, and its Peoria, I1-
linois unit is the largest in the
world producing distilled Bever-
ages.

In the last few years the distill-
ing industry has been putting cash
into inventory building and con-
sequently the individual com-
panies have been paying out only
a small part of their earnings.
The production of new whisky
now, however, is about equal to
withdrawals, so that cash formerly
going into increased inventory ‘can
be used for other purposes, such
as retirement of debt, building
working capilal and
dividend payments.

In May, 1950 Hiram Walker
paid off its only debt issue, $16.7
million in debentures, which after
a reasonable period of cash accu-
mulation should leave the com-
pany in a -position to increase the
dividend on its 2,886,000 shares of
common stock, It is possible that
a dividend increase could core
with the September 15th payment
(usually declared in July or
August), but the pattérn of past
actions points to the December
15th payment (declaration usually
in October) since that is the one
when ‘increases have occurred in
€ach of the past four years.

The dividend rate has climbed

Peter Ball

graduallv from the $1 level pre-.

vailing in early 1946 to $2.40 cur-
rently (Canadian funds) and in
the next few months could very
we.tll have the sharpest increase
ye

On less than a 30% payout, div-
idends are well protected by earn-
ings which were in excess of $8
per share in the August, 1948 and
1949 fiscal years and which have
been' running slightly ahead- of
last year in the nine months ended
May 31, 1950.

Since this forum's interest is in
the future, it-can be said here
that it is difficult to see any dras-
tic: shinkage in Hiram -Walker’s
earnings, and on the plus side, it
is within the realm of possibilities
that distilling stocks may some
day enjoy a quality status some-
what approaching that of the to-
bacco stocks. The stock is listed
on the New York Stock Exchange.

. Of the 423,000

‘increasing

-ing

for favoring a particular security.

ARMAND G. ERPF

Partner, Carl M. Loeb, Rhoades
& Co., New York City

(Superior Oil of California)

Superior Oil Company of Cali-
fornia has for many years been
one of the outstanding crude oil
producers in the United States. It
has been re-
nowned for
some remark-

- able explora-

tory successes
over the past
ten_years and
the manage-
ment has been
bold in risk-
ing relatively
large sumns of
money for
wildecatting of
a venture-
some - nature.’
° Armand G. Erpf
shares of cap-
ital stock outstanding, the Keck
family, who manage the business,
own about half. The Kecks have
been brought up in the oil busi-
ness and they are oil men' in the
real sense of the word.

Understanding an oil-producing
and exploratory company requires
a somewhat different approach. In
effect, the producing oil wells on
the proven' properties provide a
cash throw-off and from that point
it is a matter of the judgment of
the management as to how much
will be used for development
work of semi-proven properties,
how much will be expended for
wildcat drilling, and how much
will be devoted to the acquisition
of leases and concessions in inter-
esting areas. What remains after
such expenditures becomes the re-
ported income of the company,
after the deduction of income
taxes, and’it is out of this residual
amount that dividends are paid.
The strength of a company of this
nature lies in its ability over the
years to increase its proven ie-
serves, thereby benefiting from
an upward secular trend in its
crude oil production.

In the case of Superior, the
cash throw-off last year was al-
most $90 per share and of this al-

-most $60 per share was used for

exploration, drilling, and lease
acquisition; -over $10 per share
was deducted for depreciation
and depletion; leaving a negligible
income tax payment, and a resi-
due which became the reported
net income of $18 per share. In

‘the last few years the dividend

has not even been based upon this
residual earning figure and only
nominal payments of $1 in 1949
and $3 in 1948 were made. The
basis for being able to miniinize
payment of dividends is related to
the funded debt of $25 million
which matures in 1966, the treat-
ment of tax questions in write-
offs, and the statutory depletion.

It is largely academic to attempt
to calculate the huge oil reserves
and enormous gas reserves of Su-
perior Oil of California because,
in addition to the known reserves,
which are conceded to be very
large and which make Superior
Oil very reasonable at a current
valuation of $116 million for the
equity which sells in the market
at apprommately $275 per share,
there is acreage of considerable
validity in the United States, in
Canada, and in Venezuela, In

-Canada Superior bought land a

number of years ago which, in the
opinion of qualified experts, has
considerable potential.
. In the last few months there
have been a number of outstand-
developments in Superior
which might be briefly  touched
upon:

(1) The company decided . to
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This Week’s
Forum Participants and
Thelr Selections

Illram Walker- Gooderham & Worts
— Peter Ball, Partner, Ball,
Burge & Kraus Cleveland O
(Page 2)

Superior Oil Co. of California—
Armand G, Erpf, Partner, Carl
M.- Loeb, Rhoades & Co., New
York City. (Page 2)

Southern Union Gas Co.—George
B. Fisher, Security Analyst,
Bosworth, Sullivan & Co., Den-
ver, Colo (Page 24)

Kern County Land Co _George
V. Honeycutt, Harbison & Hen-
derson, Los Angeles, Cal. (P. 24)

split off its gas reserves into an-
other company, with the multiple
objective of fireeing itseif from
possible control of the Federal
Power Commission, which has the
authority to regulate wvarious
phases of the natural gas industry,

and of creating a market for the

natural gas company snares,
which presumably will sell on a
more favorable basis than the

shares of the oil company, since,

natural gas carnings are capital-
ized at a high multiple.

(2) The $25 million of Supe-
rior's debt will, however, be as-
sumed by the gas company, leav-
ing the oil company free of debt
and providing the opportunity to
recapitalize in the future.

(3) Superior has brought in a
field in the Cuyama area in
Lower California which appears
significant.

(4) Superior has brought in a
well in the Gull of Mexico, ofi-
shore, which is also significant.

(5) Its drilling -in Canada is
yielding attractive results. and it
is proposed to put together all of
the Canadian properties in the
Canadian Superior Oil of Cali-
fornia Ltd. to which the public
will be invited to contribute some
$20- million through subscription
to some 2,000,000 shares of stock
of a total capitalization of 4,300,-
000 shares, of which the parent
company will retain over 50%,
indicating that this offspring will
be worth $50. to each parent com-
pany share.

It is my opinion that the shares
of this oll company are undei-
valued in relation to its known
potential, not to speak of the great
number of intangibles implicit in
the situation. The program of
separating the gas company from
the o0il company will probably
take place in the near future and
will be on the basis of two shares
of the gas company per share of
the oil company held. The shares
of the gas company should com-
mand a hxgh multiple, in line with
the valuation accorded gas pro-
ducing companies generally. Its
existing *contracts and its new
contracts with the Trunkline Gas
Supply Company which is now in
process of being built, and the
step-ups on contracts would- indi-

cate ~a high order of earning,

power, so that a valuation of 100
points on the present shares of
Superior does not seem to be an
unreasonable figure. “The gas
earnings and reserves have played
little role in the valuation of Su-
perior in the past, which has al-
ways been classed as an explora-
tory oil enterprise.

It is possible that subsequent to
this split-off, a recapitalization of
one kind or another might be ef-
fectuated in the oil company,
which would lend additional at-
{raction to the equity in that the
priority, if any, could be sold oif.,
Even without such a development,
the appeal of the oil reserves,

‘known and -hoped for, in the oil

company should provide a better
valuation than a mere three times
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The Outlook for the Stock Maxket

By JAMES:F. HUGHES*
Auchincloss, Parker & Redpath, Members, N. Y. Stock Exch.

The amazing thing_is that the’
-stock-mrarket pattern in connec=:
. tion: with wars hasn’t changed in'
ninety years.

In accepting
ihis invitation;

been  reading
vahantly for a
couple of
weeks- - about
allocations
. and price.con-
trols and the
war- news " in
Korea, and so
on ‘down to
excess profits
taxes, thought,
“This: is get-
ting me all
mixed up.
What is the
flrlnplest thing I can say in this
alk
After a good deal of thought, I
boiled. it down to a simple state-
ment that certainly is Justified by
the record since 1860. In this
country we don’t fight deflation-
ary wars. I could stop right there.
If T did stop, I have given you a
great deal. ' I don’t have time to
support it with too many statis-
tical details.

Civil War Inflation

During the Civil War we or-
ganized a new bhanking system so
that the United: States Treasury
could sell bonds to banks. There
was then a great expansion in
bank credit. In financing the
Civil War we also issued those
greenbacks we all have heard
' about—a very inflationary devel-
opment.
k By World War I, we had spent

fifty-tive years with that new
banking system. Commercial bank
- deposits had grown to 15 billion
dollars. The war came along, and
in five years; from 1915 to 1920,
we doubled fifty-five years of
" diligent work and jumped deposits
from 15 to 30 billion dollars.

Then along came World War
* II. Commercial bank deposits in
© 1940 were about .49 billion dol-
- lars. In four years they expanded

James F. Hughes

. to 125 billion dollars.

Tax Factors Secondary

On the basis of this record,
decided not to worry about excess
profits, allocations, price controls
and the whole list of things asso-
ciated with war, I decided to re-
* member just one thing-—we do not
fight deflationary wars. And I
- don’t see why we should fight a
* more deflationary war under Tru-
" man and Snyder than we did
' under Roosevelt and Morgenthau.

I remember being worried sick
. in the spring of 1942 as people
. shook a finger at me and said,
“There will be no profits in this
.~ war.” Well whether there were
profits or not, the bull market
. that developed within a few
" months was the greatest bull mar-
" ket in our history on the basis
of the number of individual se-
curities that scored those fantas-
tic 500, 1000, 2000, and 3000%

*A talk by Mr. Hughes before N. Y.
Society of Security Analysts, July 18,
1950.

I, who.-had -
_record to see if the market pattern-

{ailed statistics.

gains, They exceeded by far the
number of 1ssues scoring compar-
able gains. in the advance from

11921 te 1929:

'

Past Patterns -
I"decided to look back:over the

was what I thought it was. Sure

‘enough, the. market ‘pattern -in

connection .- with all our wars ‘is

-very simple. The war breaks out.
‘and we are scared; the market has

a fairly-important decline for sev=
eral months; then it stabilizes and
starts a recovery.

I won’t burden you with the de-
If you are inter-
ested you can get them for the
Civil War, the Spanish- American

War, World War I and World War’
-II.
.good

Real investors caught- with
stocks just held them
through the war period and some-

-where in the first twelve months
‘after the end of the war it was

possible to sell stocks at very sub-
stantial percentage advances above
the levels existing just before the
war began.

So I am not going to worry
much about the market in the
present war. I think the old pat-
tern will continue The only necar
term problem facing us is whether
we have already seen the lowest
average levels or whether they
will be lower later on. If both
Mr. Hooper and Mr., Tabell can
assure me that 185 to 195 is an
impregnable low, after I have al-
ready taken 34 points, I am not
going to fuss about 5 or 10 more.
I am going to look ahead to that
{welve-month period after the war
ends.

I still don’t believe we fight de-
flationary wars although I am
willing to concede that the most
important threat to the market is
the excess-profits tax. However,
I am not going to worry about E.
P. T., at least not until Mr. Tru-
man shows more signs of worry.

Finally, there is one other rea-
son why stocks can be held with-
out too much risk of further ma-
jor decline,

This time, more than ever in
past history, common stocks are
eligible for this kind of treatment.
I believe common stocks are a
better hold in this war than in any
previous war. I am sure common
stocks have a higher prestige than
ever before. This is, at least partly,
a result of the great work done by
the New York Society of Security
Analysts, There wasn’t any or-
ganization of this size and impor-
tance when any of our previous
wars broke out.

This organization, I am sure, has
already contributed a great deal
{0 the indoctrination of the Amer-
ican public in the past few years
on the soundness of good Amer-
ican equities, both on an income
basis and as a hedge against in-
tlation.

So I am offering this as a very
serious reason why this time we
may have even a better early
wartime performance as a result
of the educational work that has
been done in recent years in tell-
ing the American people how good
American common stocks are.
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The Stock Market's
- Technical Qutlook

By EDMUND

W. TABELL*

Partner, Walston, Hoffman & Goodwin

Discussing technical phases of market based on supply-and-
demand patierns, Mr. Tabell maintains first indication of
change in trend occurred only at time of Korea outbreak.
Predicts over next s'x months or longer prices will remain in
very narrow rang= beiween recent lows and June highs, with
averages eventually surpassing 1929 highs by 1952. Mean-
‘while foresees good opportunities for switching between issues.

It is a great compliment and
pleasure to speak to your group
again. Only I wish that sometime
you would invite me when not
only the
weather, but
also the mar-
ket, is not so
hot. As I re-
call it, I
talked to you
in the summer
of 1946 when
the market
was near its
top, and again
in June, 1947
when the
market was
near its low,
and again in
the summer of
1948, when the
market was again near a top. I got
out of thoce situations without
too many bruises, but here I am
again—in another tough spot.
Please invite me sometime on a
cool, crisp autumn day when we
have a nice, orderly market—
where I don’t have to work so
hard and stick my neck out so
far—and where we can enjoy some
stories and cider and doughnuts.

I will confine my remarks to
the technical side of the market.
In so doing, I will attempt to pre-
sent the picture wholely on the
basis of the supply-and-demand
patterns as they shape up today,
and will leave out entirely any
emotional reasoning on war, peace
or excess profits taxes or controls
or allocations.

To get the complete technical
picture, it is. necessary to retrace
the pattern of the last few yéars.
‘When -the ‘market topped out in
1946, it indicated  a deeline to. the
160-170 area in the Dow, Jones
Industrial Average. This area was
reached on at least ten orcasions
during the three-year period be-
.tween September, 1946 and Sep-
tember, -1949. Dvurine the same
period the Industrial Average
reached four or five trn~ hetween
roughly 185 and 195.  This whole
broad accumulation range was fi-
nally penetrated upside late in
1949, - The measurement of this
base pattern indicated a minimum
of 225 and a maximum of 240-260,
on the first phase of the advance.
Furthermore, as I stated many

times during the last year, indi-
cations on individual stock graphs
showed that the rise would be led
by the higher: grade investment
issues. The market advanced for
12 months,-led by the blue chips,

Edmund W. Tabell

. *A talk by Mr. Tabell before N. Y.
Society of Securitv Analysts, New York
City, July 18, 1950.

and reached a high of 229.20 on
June 22 ., .. slightly above the
minimum objective.

The Pre-Korean Market

Prior to the Korean episode,
there were few signs of an inter-
mediate top. True, the market had
advanced for over a year and had
rallied 44%—without an interrup-
tion—and was vulnerable on that
score. However, there were longer
and sharper advances of the same
type in 1944-45, in 1943, in 1935~
36, in 1926-1929, and in 1921-
1923. True also that quite a num-
ber of issues had reached their
upside objectives, but with the
possible 'exception of televisions,
natural gas, and a few chemicals,
only minor stops had been formed.
True also was the fact that the
rails had failed to confirm the ad-
vance in the industrials. However,
none of the usual signs of impor-
tant distribution were present —
such as heavy volume in low=-
priced speculative shares. There
were many secondary groups _such
as the textiles, liquors, airlines,
sugars, machinery, movies and
others that had formed  strong
substantial base patterns, but had
little or no move during the whole
12-month 44% advance in the In-
dustrial Average. Some of these
groups were showing signs of
strength and it appeared possible
that the laggard issues and the
rails might advance while the
blue chip issues were topping out
and forming distributional pat-
terns. After reaching 225, the in-~
dustrials declined to 218, rallied to
229, and. met support again at 218.
The next rally to 225 was fol-
lowed by the attack on South
Korea, and the decline below 218
indicated an intermediate down-
trend.. This was the first indica-
tion .of a change in. trend,

Forecasts Excellent Trading

Market .
‘What are the indications now
that the Dow-Jones Industrial
Average has declined 35 points in
a little over a month? In my opin-
ion, the market, in terms of the
Industrial Average is going to
hold in very narrow range over
the next six months or longer. I
doubt if the low is much, if any,
below the recent low. I doubt if
the high is much, if any, above
the June high. I believe that, as
far as the average is concerned,
the market will hold in roughly a
15% range—similar to the three-
year period between September,
1946 and September, 1949. While

this may be true of the average,
it will not be true of individual
stocks and groups. Some groups

Continued on page 28
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Steel Production
Electric OQutput
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

The

Staie of Trade
and Industry

A slight advance was noted last week in total industrial pro-

duction over the holiday restricted level of the preceding week.
It was also sharply above that for the comparable peried a year
ago,

A glance at the steel situation reveals this week that demand
that has been keeping steel production at or near capacity is now
even more intense. | The acded pressure comes almost entirely
from civilian rquirements and not from military, notes “Steei”
magazine, national metalworking weekl)f.

Fear that military requirements will cut in on civilian pro-
duction is prompting consumers not to delay any purchases they

had contemplated. This not only sustains the already high level .

of demand but intensifies it further, this trade paper declares.
This prompts metalworking plants to press their demands for steel.

To avoid being buried hopelessly under orders, mills are being
increasingly selective and cautious in bookings. They know too
that the nation’s military situation might make it impossible to ful-
fill any long-term commitments for civilian requirements. The few

military orders that have come forth since the start of the Korean -

war are being given the green light by steel producers.

Steel producers booking orders on a quarterly basis are in
general delaying the opening of fourth-quarter books because of
the uncertaintly as to what the Korean situation will bring. Many
orders are actually peing returned with little or no consideration,
the magazine adds; those are principally from consumers having
no established relations with the mills. It appears that many
orders from consumers having established relations with the mills
will be accepted only in part and after close mill scrutiny of the
pattern of past needs.

Turning to steel production for the first half of 1950, the
American Iron and Steel Institute, on Wednesday of last week
disclosed that it totaled 47,106.000 tons, the output of the second
quarter was 24,895,500 tons, and the production of June was nearly
8,131,000 tons. For-the first time in history, it notes, steel output
exceeded 8,000,000 tons during every month of the quarter and the
calculated weekly production averaged more than 1,913,500 tons.

Automotive production iast week, according to Ward’s Auto-
motive Reports, showed estimates of car and truck output as well
above last year’s production.

The nation’s auto planfs last week, this trade authority esti-
mated, built 193,064 cars and trucks. This total has been exceeded
only twice in automotive history—in the week ended June 17,
when 195,643 units were buiit, and the week ended June 24, when
Ward’s placed production at 196,348.

Copper shipments, too, are being extended with refined copper
shipments during. June the largest for any month in 2% years,
while producers’ stocks remained at the lowest point since Octo-
ber 1944,

Producers of copper shipped 126,047 tons of refined copper
(domestic' and foreign) to American industry last month. These
were the largest deliveries of the metal to consumers here since
January, 1947, when the total was 151,948 tons, and were 12,210
tons higher-than the 113 837 tons shipped in May, this year, accord-
ing to the Copper Institute.

Production of copper, the same source reveals, scored a.sizable
increase during June, principally because of a sharp gain in the
amount of scrap that went to the custom units. - Total production

was 96,334 tons for the month—178,394 tons from mines and 17,940
tons by custom smelters. - For May the total production was 83,262

tons—76,691 tons. from U.
smelters.

Steel Output: Rebounds Close to Mid-April Record High

S. mines and 6,571 tons by custom

The seriousness of the Korean war has been brought home :

sharply, and fear that allocations will shortly push back civilian
orders is causing one of the most frenzied steel markets since the
early days of 1941, states “The Iron Age,” national metalworking
weekly, in its current summary of the steel trade.

In an attempt to squeeze more tonnage from the mills, steel
consumers are approaching steel sales executives with govern-
ment orders and asking for extra tonnage over their normal allot-
ment. So far they have not been successful. Since almost all
products are on allotment, any plus tonnages would have to be
taken out of other customers’ allotments.

Other consumers who have civilian business placed with one
mill are trying to place military orders with other mills so as to
have two steel sources—one for defense and one for domestic busi-
ness. Still other customers are pointing out their steel needs and
trying to indicate their length of time on order books, this trade
paper asserts.

Not all of these practices are widespread. But they do demon-
strate a trend which will grow until Washington stops “thinking”
about voluntary allocations and dces something about them. Such
action is slated to take place this week or early next week. A full
voluntary allocation advisory committee is expected to be named.
The same people who were on the Department of Commerce’s
advisory committee right after the war will be back in Washing-
ton. They might meet this week or early next week and begin
to function shortly thereafter. Meanwhile some steel companies
are accepting war orders on the basis of their percentage of the
industry’s total ingot eapacity. ’

Some plants that are shutting down for summer  vacations
are alleviating their steel shortage slightly by receiving ship-
ments through the shutdown period. Receipts of foreign steel are
increasing, but they are having no effect on domestic sales. Ware-
house stocks are low and unbalanced; growing business continues

Continued on page 23

BIS Analyzes
Devaiuations and
Exchange Rales

Back for International Settlements
contrasts international monetary
situation in 1949 with that of
1931. Finds early 1949 recession
in U. S. had adverse effect om
British exchange and was leading.

_ factor in sterling and other de-

valuations.

The 20th Annual Report of the
Bank for International Settle-
ments, covering the year ended
March 31, 1950, reviews in detail
the causes uand effects of the
sweeping changes in foreign ex-
change rates during this crucial
period. In an analysis of the sit-
uation, especially as contrasted
with the year 1931 when drastic
currency devaluations occurred
throughout the world, the report
states:

Since the gold standard, with its
remarkable combination of unlim-
ited freedom of transfers and
stable exchange rates, was first
established in the course of the
19th Century, there have been
only two years in which adjust~-
ments of foreign exchange rates
have been so sweeping that the
expression “wave of devaluations”
has been justified. These years
were 1931 and 1949. From a mon-
etary point of view there were
two outstanding characteristies
common to both years:

(1) In the first place, they were
not war years but fell within pe-
riods of postwar economic and fi-
nancial reconstruction. It was
generally believed in 1928-29 that
the world had then succeeded in
settling down again to a more or
less calm period of progress in
production and trade. This belief,
however, proved to be an illusion:
too many questions had been left
unsolved for genuine balance to
have been restored. About condi-
tions in 1949 there was less illu-
sion: the postwar adjustments had
clearly not yet been completed;
in itself, however, 1949 was not
mainly a year of disturbances but
one in which very real improve-
ment was shown in a number ‘of
fields, and in that way it was a
better year than 1931,

(2) In the secondi place, the im-
pulse to the wave of devaluations

Continued on page 34

Shedd-Bartush

Foods
Grow With Oleo

Prospectus_on. Request

Moreland & Co.

Members:
Midwest Stock Exchange
Detroit Stock Exchange
1051 Penobscot Building

DETROIT 26, MICH.
Bay City — Lansing — Muskegon

Established 1856

H. Hentz & Co.

Members

New York Stock Exchange
Kew York Curb Exchange
New York Cotton Exchange
Commodity Exchange, Inc.
Chicago Board of Trade
Kew Orleans Cotton Exchange
And other  Ezchangesg

N. Y. Cotton Exchange Bldg.
NEW YORK 4, N. Y.

CHICAGO DETROIT PITTSEURGH
GENEVA. SWITZERLAND

|




i

[

Volume 172 Number 4926 . . . The Commercial and Financial Chronicle

Analysis of Wartime
Stock Market Behavior

By GEORGE F. SHASKAN, Jr.,, and A, WILFRED MAY
PART I

Study further shows that great difficulties confronting investor
during initial stages also were formidable over the longer term
of “the Duration.” Divergences in market price performance
from war-to-war, between industry groups, between companies
w.thin individual industries, and between prices and earnings,
are shown; and investor is warned against relying on general-
izations about these criteria. Low-priced issues ran ahead of
general market during World War II.

(This is the second in a series of articles on the facts

and significance of the stock market’s behavior dur—

g past war periods. Succeeding instalments will

discuss the movement of bond prices in wartime;

and comparison of the post-Korean and previous
market performances.)

. The investment community characteristically -is ever more
intensively trying to classify “war stocks and peace stocks” as the
Korean fighting continues. Nimble portfolio switching, based on
both ‘foresight and hindsight, is evidently on the increase. Midst
this environment, objective analysis of the stock market’s real past
wartime performances seems to be timely and important.

The first instalment of our study, which appeared in last

TABLE I
Price Changes of 752 Listed Securities Between November, 1941
and August, 1945—Grouped by Industries
NUMBER OF COMPANIES MOVING LOWER OR. HIGHER

Total HIGHER BY-
No. of
Cos. in 109% 11- 25- £0-
Group Industry Group—

500%
100- 200- 300- or
Lower orLess 24% 49% $99% 198% 2999, 499% More

Agric, Machinery ____ 3 0
Aircraft
Airlines
Auto Mfr.
Confectionery
Auto Parts
Banks

* Biscuit

" Bread
Building Materials.__..
Camera
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Communications ____
Confectionery
Containers

Dairy

Department. Stores___
Distilling

Drugs

Electric Equipment___
Engines and Motors.__
. Explosives and

Firearms

Fertilizer

Finance (Credit) ___
Food and Beverage.__
Food Chains

Gold Mining

"Hosiery

Hshld. Furnishings___
Insurance -_. g
Investmrent Cos.

P ek e

1
2
0
1
1
2
0
0
0
1
1
2
1
0
1
2
0
1
0
2
0
3
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Machine Tools
Machinery
Mail Order
Meat Packing
Metal Products
Motion Pictures ____
Natural Gas
Non-Ferrous Metals._ .
- Office Equipment.____
Paper
- Petroleum
Print’g .and Publish’g
_ Radio
Railroads
Railroad Equipment...

[y
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- .Restaurants
Rubber and Tires____
Shipbuilding
Shipping
Shoe Mfr
Soap
Steel and Iron
Sugar
Sulphur
Textiles
Tobacco

- .Transit and Taxi
Trucks and Buses____
Utilities
Variety Chains
Vegetable Oils

~Wire and Cable___
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. 'NOTE—Groups in bold face type are those which showed the
greater advances. ) :
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week’s “Chronicle,” cited the difficulties encountered by investors
during the early stages of our past participation in shooting wars.
In the present study we show that the investor’s lot was little
easier over the longer term of an entire war period.
During World War 1
stocks declined generally
(the Dow, Jones Industrial
Average was down 11%),
and with only a few excep-
tions ended the war at
lower levels. On the other
hand, during the Second
World War the market
.achieved a major rise —
with the Dow Jones Indus-
trials up 40%.
The World War II inves-
tor who despite the 'many
similgritiec in the market's

behavior during the early -
periods of botn wars (cf. ‘g tan gt L] il
our first instalment), had an.sh-h5ir.
the wisdom correctly to foresee that the 1917-18 bear market would
not be repeated, nevertheless still had a most difficult time.

Unpredictable Divergence Beiween Industiry Groups
In the first place, there was great divergence between industry
groups—differences which seem te have been unpredictable. For
evample ‘“war ‘babies” such as aircraft, ship-building, and explo-~
sives, actually suffered net declines, whereas such groups as gold-
mining, household furnishings, and soft drinks rose; and chemicals,

AR

A. Wilfred May

. macnine tools and non-ferrous metals lagged behind the market.

These instances as well as the overriding pattern of divergence,
are shown in Table I, ) )

Selectivity Within Groups

_Even assuming that our prescient investor picked the well-
acting industry groups (shown in bold face in Table I), he still
would have had to exercise great additional acumen in picking the
right companies within the group, For example, although 12 steel
stocks rose more than 100%, 13 others had advances of less than
50%, and one stock actually declined. Similarly, while 20 petrol-
eum stocks advanced by more than 100%, 14 others in this indus-
try group rose by less than 50%, and two had only nominal in-
creases. Again, while the fertilizer group on the whole did well,

TABLE II

The Relationship Between Earnings and Price Performance of
Securities in World War TI—By Industry Groups
Percentage
Increase or
¥ ’ Decrease (—)
Indrstry | —Index of Earnings (1940 — 100)— 1In Security Prices
Group 1941 1942 1943 1944 71915 Nov. *41-Aug.’45’
Agric. Machinery _ 116 116 115 105 85
Aircraft 149 138 128 172 —6
Airlines 258 206 275 329 T 149
84 80 90 100 92"
Auto Parts 103 113 115 110 81
Baking & Milling_ 108 110 109 108 78
Building Materials 82 81 88 81 111
Chemicals 90 94 95 96 16
Coal 158 132 178 86 .
Confectionery ____ 84 86 84 28
Containers (Glass) 118 127 ! 54
Containers (Metal) 65 70 37
109 108 10
] - 110 110 ] 94
Dep’t. Stores 107 103
Distilling 148 200
Elec. Equipment . 100 66
Fertilizer : 110

- Finanee (Credit)__ ; 91

Floer Ceverings..
Gold Mining

Mail Order

Meat Packing -._.
Metal Fabricating ..
Motion Pictures __
Office  Equipment.

" Paper

Petroleum
Railroads

_Railroad- Equip..- _

Rubber -& Tires.- ...
Shipbuilding

Textiles: Apparel..

Cotton __
Wool __._
Tobacco -
Utilities .. _——---.. 10¢
Zinc & Lead 102 95 78

NOTE—Groups whose earnings declined during the war are
shown in bold face type.

TABLE III

Price Changes of 853 Securities Between November, 1941 and
August,1945—Grouped by Their Prices Existing at November, 1941

PERCENTAGE OF GROUP MOVING LOWER OR HIGHER
Higher by 2
November . 10% or 11- 25- 50- 100- 200-  300- 500%
1941 Lower Less 24% 49% 9% 199% 299% 499% or More

Less than $2 0 0 2 0 10 7 25 56
$2— $5 1 3 10 28 20 13
$6—$10 3 5 18 45 1

$11—$20 - . 6 19 35 31
$21—840 15 23 31 13

Price at

. Above $40 21 23 25 9
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one of the five companies in 'this
group aciually suffered a decline.
These, and other within-group
differences, are also shown in
Table 1.

Disparities During Course of War

Moreover, the investor seeking
an investment program ‘“for the
duration” could gain little clue
from the behavior of security
prices immediately after our en-
try into war. The sugars, for ex-
ample, which did well during the
initial war impact, ended the war
with substantial advances. On the
other hand, non-ferrous metals
which outdid the averages in the
initial period, ended up lagging.
Gold-mining and utility issues,
which declined sharply, at our war
entry, ‘enjoyed :substantial in-
creases by the time of the war’s
end. (This type of divergence can
be noted by comparing Table I
herein with Table I of our first
instalment in last week’s issue of
the “Chronicle.”)

Earnings—Price Divergence

Our study reveals another ma-
jor difficulty hindering the in-
vestor; namely, that earnings were
not at all closely related to stock
price movements. Thus, the in-
vestor who acted on a correct
anticipation of earnings, neverthe-
less frequently found that the
course of prices left him worse
off than if he had completely dis-
regarded this basic investment
test. For example, we see in
Table II that wartime security
prices of such groups as automo-
biles, finance companies, gold min-
ing, building materials, and con-
fectionery, rose in the face of
earnngs declines.

* * #

From the above we see’'the in-
applicabilily of geneiralizations or
of past performance as a guide to
current investment programming
in war as'in peacetime. ‘We also
realize the difficulty of forecast-
ing the market action of industry
groups. In fact, even the arbitrary
selection of. stocks purely on a
price basis would have afforded
far better results than would
logical reasoning about the status
of industry groups. As we see in
Table III, which classifies by price
roughly the same issues shown in

' Table I, the issues in the lower-

price ranges throughout the mar-
ket enjoyed by-far the -greatest
relative price .increases. i

We must conclude that it would
be well for the wartime investor .
to aveid npolicies based either
blindly on past performance or on
zeneralizations about the action of
the market-as-a-whole or indus-
try groups. )

- C. T. Foxworthy Co.

(Special to THE PINANCIAL CHRONICLE)

INDIANAPOLIS, Ind. — C. T,
Feoxworthy Company, Inc. is.en-
gaging in a. securities business
from offices at 919 East Washing-
ton’ Street. Officers: are C. T.
Foxwort™y, President; G. C. Fox-
worthy, Vice-President; and T. E.
Westervelt, Secretary: and Treas-
urer. .

50 ACRES

INFLATION HEDGE

I am rompelled for business reasons
to. live in Europe and have to sacrifice
50 beautiful acres in Ridgefield, Fair-
‘ield Covnty, Conn., 50 easy commuting
miles via. R. R. or highways and park-
ways to Time= Square. Land offers
lucrative possibilities for investment or
development, while retaining remodeled
barn as home.

This acrrage, concisting . of rolling
flelds, woodlands, pine groves, small
lake, has on it a remodeled cement
ind wood brorn, with living room, fire-
places, 4 bedrooms, bath room, com-
nlete kitchen, huge loft, silo, garage,
cte, further an unfinished small house
on.hil'site.. City water and electricity.
Excellent schools, school bus passes
oroperty. feaving soon, quick  action
required. . Por full information contact
owner: .

H. ENGLEBERT, Jr.

9 Rockefeller Plaza, N. Y. C.
Tel. Clrcle 5-8134
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Stock Listing on the

New York

Stock Exchange

By PHILLIP L. WEST*
Vice-President, New York Stock Exchange

N. Y. Stock Exchange official, -pointing out because Exchange
is an auction market, it should be a “mass market,” explains
procedure of stock listing and conditions laid down for permis-
sion for a security to be dealt in on the floor of the Exchange.
Stresses as conditions for listing: (1) national interest;

(2) size of issue; and (3)

proper distribution of shares.

Differentiates between listing and registration under ‘the
Securities and Exchange Acts and describes Exchange’s re-
quirements as to form of stock and bond certificates. Explains

details of miscellaneous

I think I should start with the
functions of the securities ex-
change in order that you will
have a better understanding of
what listing
means. There
are approxi-
mately
companies
listed on the
New York
Stock E x-
change. You
might say,
“Well, why
aren’t there
100,000 com-
panies listed
instead of a
mere thous-
and? After
all, there are
a great many corporations in the
United States. Why do we have
listing standards?”

-As you may appreciate, there
are three different types of mar-
kets, speaking in very broad
general terms. There are the
over-the-counter market; the re-
gional exchanges and the New
York Stock Exchange.

The over-the-counter market is
usually a dealer market in that
a dealer buys or sells a security
as a principal—that is, not on a
commission basis, If you looked
at ‘the quotations in newspapers
you will find that there is a two-
point spread, or maybe more in
that security. That particular
company might sell at $18 bid;
$20, asked,

_That means if you bought 100
§hares today, you would pay $20
ior it, but if you came to sell, it
would be $18 because that was
the bid price. So you would lose
$200 on the transaction and the
dealer would have made the $200.
You might think that was hor-
rible, but it .isn’t because these
securities are usually more dif-
ficult to market.

You may have 100 shares that
you want to sell. The dealer takes
it at $18, but he can’t sell it at
$20 today or tomorrow. He may
have to push a lot of door bells
in order to sell that 100 shares,
and he needs the $200 to make
that_ sale, for giving you that
service.

Then, we go to the regional
exchange. Their sales are usu-
ally on a commission basis. Usu-
.ally there are local securities
traded on these regional ex-
changes which are well-known
in the vicinity of the exchange,

Phillip H. West

New York Stock Exchange—
A Mass Market

The New York Stock Exchange
is a mass market, something like
an automobile production line,
That is not a very good illustra-
tion, but it gives you an idea.
The Exchange looks for a flow of
orders from all over the country
and the world in maintaining the
auction market represented by
the Exchange. You are going to
get more about that auction mar-
ket from others, but I am trying
to give you a point of view in

- :
in o scricn of 37 n The New ¥ g Loord
rities Markets and Their Operations, spon-
sored iointly by the New Yor? Securities

{Jndunrv and *h‘g University of Vermon*'s
epartment of ce and E i

1,500

stock listing regulations.

relation to the listing on the Ex-
change.

Our policies and regulations, as
far as listing is concerned, must
be geared to the type of market
made on the floor in addition to
the safeguards set up for the
benefit of the investor.

We do not want to list a secu-
rity unless we can give the com-
pany and its stockholders the
kind of market that is normally
expected of a security listed on
the Exchange. :

Others will tell you about
commissions, but, as a quick illus-
tration, let us say you bought
10 shares of du Pont stock. The
commission would be $6, less-than
1% of the selling price of the
stock. That is a relatively small
commission. That is one of the
reasons why the Exchange needs
that mass market in order to op-
erate as a going concern and give
service through its members to
the public. i "

Our. listing requirements rep-
resent an evolutionary develop-
ment over the years. One fact
which we have looked for consis-
tently in former years is national
interest. We expect a company to
have national interest, and by that
we mean either national accept-
ance of the company’s products
as consumer goods or national in-
terest in the securities because
they are held relatively in the
forty-eight states. We look for
widespread interest from all over
the country because we serve the
entire country, If it is not of na-
tional interest, it is better traded
on a regional stock exchange.

We also look for size. ‘Prior to
the war we looked for earnings
of $500,000 per annum as a mini-
mum after all charges and taxes.
Immediately subsequent to the
war, we looked for ‘earnings of
$750,000, and, just recently in the
early part of this year, we
changed our requirement to earn-
ings of at least one million dol-
lars. Those earnings would be
under competitive conditions and
should be representative of the
normal earning power of the com-
pany,

We also look for substantial
size. Formerly we looked for net
tangible assets of about $5 million,
We now look for $7 million, al-
though greater accent is given to

the market value for the common .
- Exchange

stock where we look :for.a mini-
mum of $7 million in order that

there will ‘be substantial size to-

the issue.

We also look for distribution,. We
want 1,500 stockholders holding at
least 300,000 shares. Now, I say
that is a minimum, and it means
grading down in this way: Let’s

assume a company has 1,500 stock-"

holders of which 500 are share-
holders of less than 100 shares
having aggregate holdings of
about 10,000 shares. That means
a relatively small number of
shares per holder in the odd-lot
grouping. Since we must have dis-
tribution, we would consider ‘that
group as only 50 holders instead
of 500, and the company would
not be eligible. The distribution
must necessarily be broad in.or-

der to provide that auction mar-

ket that we look for in the Stock
kxchange.

We tnink in terms of national
interest, size, and distribution,
and over the years—and I have
watched this question for the last
20 years—there has always been
approximately 200 companies

available for listing on the New

York Stock Exchange.
That may, from one year to

another, grow or decrease a little
bit, but in the meantime, we list
20 to 30 new companies a year. '
You might say, “why does that -

200 remain static?” That is be-

cause of mergers, consolidation,

new firms growing up, new fields
of development opening up, and
so forth. It is the -growth of the
United States. That is really
what it represents.

Volume of Listed Shares
Growing

We are gradually increasing the
qniumber of shares. Back in the
last 20 years we had about 600
million shares listed. We now
have about 2.2 billion.
show you the growth in the num-
ber -of shares,

In relation-to a listing appli-

cation, as compared with regis-
tration, you have undoubtedly
heard of registration under the
Securities Act of 1933 and the Ss-
curities Exchange Act of 1934. I
should like to differentiate be-
tween them. The Securities Act
of 1933 relates to a public offer-
ing of securities, that is, a new
issue by a company. The Securi-
ties Exchange Act of 1934 is for
the purpose of listing on an ex-
change, so that even if you com-
plied with the 1933 Act in the is-
suance of new securities, for the
purpose of listing you would also
be required to register under the
1934 Act.

Distinction Between Registration
and Listing

What is the distinction between
listing on the Exchange and regis-
tering under the Securities and
Exchange Act of 1934? The Se-
curities Acts are predominantly
disclosure acts. In other words,
you-can register anything as long
as you disclose what it is all
about, As far as the Exchange is
concerned, it can examine those
listings to determine whether or
not it will take them. The Securi-
ties and Exchange Commission
cannot do that.

It is right and proper that it
should be so. The Stock Exchange
is a business, a quasi public util-
ity, if you will, and the law con-
templates that the Exchange will
be able, within broad limits of
standards, to pick and choose
what companies it is going to list.
We want companies that are go-
ing concerns and have a history,
not only of growth, but also sta-
bility -and position in the indus-

‘{ries in which it serves.
Accordingly, - from the stand-.

point of the Stock Exchange, we

-have to determine whether or not

we will take it. -In-order for a

-company to be- listed, the Ex-

change must certify its approval
of the listing and -registration of
the security to the Securities and
Commission.
days after the receipt of ‘that cer-

tification by the - Securities and.
registra-.

Exchange Commission,

tion “becomes- effective after

which it can be admitted to deal--

ings on the Exchange.

For that purpose it is necessary
to file a listing application with
the Exchange and a registration
statement with the SEC. I am
not going to try to go into the

details, except in a very general’

and brief manner, because we
haven’t the time, and ‘I don’t

think you would" be particularly

interested in that angle of it.

Scope of Listing Application

Listing applications are in-
tended to give information to the
Exchange concerning the issuing
company in order that we can de-

Continued on page 21.
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~ Fair Return to Venture Capital

By F, HARMON DRISCOLL*
Rockefeller Brothers, Inc.,, New York City

After describing background of venture capital and obstacles

to equity investment, Mr. Driscoll lists as basic aspects of
venture capital: (1) high degree of risk with consequent high

mortality rate; (2) a long-time cycle from initiation to success

of the enterprise; and (3) limited number of financial backers
with consequent impairment of liquidity of the investment.
Holds these characteristics require that fair return to venture

capital should furnish “possibility of returning several times

Most of the material covered
in this course which you are tak-
ing has to do with conventional
investment problems, so before
considering the question of a fair
return to venture capital, it may
be well to take a look at venture
capital, its background and pres-
ent position, the people who are
specializing in the venture capital
business and their approach to
the problems of this type of in-
vesting.

There is nothing new about
venture capital in and of itself.
Wherever substantial financial
backing is required for a new
product or a new line of develop-
ment-or a new idea, venture capi-
tal is needed. I would not in-
clude in the field of venture capi-
tal the sort of investment in-
volved in helping someone start
on a small basis his own enter-
prise in an established field of
business such as setting up a
garage or a laundry or a drug-
store .or a dry cleaning estab-
lishment. These would be in-
cluded under our definition of
venture capital since they do not
basically involve a new product
or @ new: line of development or
a new idea.

Before the days of the SEC and
development of the current phi-
losophy of personal income taxa-
tion, every investor was more or
less in the venture capital busi-
ness and when people sought
venture capital, they sought it
through the same general chan-
nels that provided other types of
financing. Why was this so? Be-
cause the potential return was
great enough to justify the high
speculative risk involved and be-
cause in many cases due to lack
of full disclosure of the facts, the
investor was not fully aware of
the risks involved. You will note
that the question of return on the
investment has had quite an in-
fluence, as it naturally should, on
the history of venture capital.

What happened to dry up this
source of capital for people with
new products and new ideas to
develop and promote? The estab-
lishment of Federal and State
regulations covering the issue and
sale of all ‘types of securities
brought about regulations that
have made it more difficult to sell
real venture capital investments.
Second, and far more significant,
the evolution of the tax laws has
cut down the potential return to
the individual investor to a point
where: the attraction of this type
of speculative investment has be-

come marginal.

Tax Obstacles |

We will go into the question of
the effect of taxes on venture cap-
ital later on but it might be well
to point out here that there is a
good deal of misunderstanding
about the tax benefits enjoyed by
the investor in venture capital
projects. Losses cannot, except
under the most unusual circum-
stances, be. treated as bad debts

*A lecture given on July 12, the second
in a series of 17 on Securities Analysis
sponsored jointly by the New York Secu-
rities Industry and the University of
Vermont’s Department of Commerce &
Economics.

the original investment.”

and therefore written off 100%
against other income, and what
the investor often thinks are cap-
ital gains may be treated by the’
Internal Revenue Department as
taxable income.and taxed -accord-
ingly at higher rates.

The net result of regulation of
the sale of securities (which has-
certainly been in the public in-
terest overall) and the tax laws,
has been that venture capital
could no longer, as a practical
matter, be obtained from the pub-
lic. The individual investor found
himself faced with the same high
risk and with his potential return
whittled way down. He could not
afford to do the work necessary
to screen out the riskiest invest-
ments and reduce his overall
chance of loss, so he quite natu-
rally looked elsewhere to invest
his' money where the return in
relation to risk of loss was far
more attractive, or at least ap-
peared to him to be so.

In addition, as -a result of the
tax laws, the liquid wealth of this
country has in recent years tend-
ed to concentrate more and more
in the hands of fiduciaries such as
banks, insurance companies, pen-
sion funds, investment trusts and
others. - This -eoncentration has
added to the difficulty of financ-
ing new enterprises of a specula-
tive nature since most fiduciaries
either as a matter of law or of
policy are most -conservative in
their investment policies.

As Senator Flanders has said:

“The postwar prosperity of
America depends in large measure
on finding financial support for
that comparatively small percent-
age of new ideas and develop-
ments which give promise of ex-
panded production and employ-
ment, and an increased -standard
of living for the American people.
We cannot float along indefinitely
on the enterprise and vision of
preceding generations.”

Capital Venture Groups

The . spirit ‘underlying Senator
Flanders’ remarks quoted above,
together- with-a hope of ultimate
capital appreciation, has prompted
the formation during the last few
years of -a relatively small number
of so-called venture capital groups.
What these- groups are trying to
do is not unique or new but their
approach to the problem is new.
A few remarks -about this ap-
proach may be in order.

First of all,-each venture capital
group has its own objectives. and
interests as to the type of new de-
velopments which it is most inter-
ested in sporsoring. The group
with which I am associated, for in-
stance, has concentrated a good
deal of effort on the development
of new .industries in overseas
areas. This -program predates
President Truman’s Point IV pro-
gram but is consistent with the
spirit- and purposes. of Point IV.
We have also concentrated consid-
erable effort in the field of avia-
tion research and development,
believing that the proper continu-
ing development of aviation will
provide an instrument for further-
ing the .political, social and -eco-
nomic welfare of ‘this country and

Continued on page 25
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' From W ashington
Ahead of the News

By CARLISLE BARGERON

Out at our golf club last summer, the course, along with
every other one on the Eastern seaboard that I know anything
about, went bad because of the continued dry and warm weather. "
There was considerable criticism-of the pro (who, in addition to his
pro duties, got $6,00 a year as the supervisor
of the greens) and also of the greens commit-
tee. ;

A highly successful bone doctor who every-
time he took a stroke visualized the workings-
of his bone structure and was prone to attrib-
ute a bad shot to improper coordination of the-
femur and the humerus, took the situation
quite seriously and after reading several books
on grass, went off to cultivate the acquaintance
of a grass specialist at the Department of Agri-
culture. He brought this specialist over to the
club and he oohed and aahed that a course
should be so bad as ours and allowed that for
a fee of $5,000 he could put it in good shape.
In turn, this expert brought over a course
architect who said that inasmuch as so many-
of the greens had to be made over, we should.
have them 'in different places to give us more
symmetry. Thus armed with ‘these experts, the bone specialist
conducted a veritable revolution in the grille room and succeeded
In overtnrowing the greens committee and removing the pro from
his greens duties, although we.still have to pay him his $6,000 a
year because he has a contract.. Y

Some $12,000 has been spent on the greens by the experts, the
new greens committee headed by the bone specialist and a new
$7,000 a year greens keeper.

Carlisle Bargeron

. Now the familiar beetles are beginning to appear again, along
with bare splotches on the greens and in the fairways. And the
bone specialist, anticipating the .criticism to come his way, is
changing the subject by telling us that his friend, the grass ex-
pert, has discovered a .new grass disease, one the grass scientists
have not been able to do anything about. He has not told us that

. this new disease has taken hold of our fairways and greens but we
have become so worried about it that we are planning to spend-
more money to bead off this disease without asking what has been

. accomplished with the money we have already spent.

This experience reminds me a lot of the Korean situation.’
Since VJ-Day we have spent a good $75 billion on the military and
other means of “containing Communism” but now that we are
in"a mess there seems little disposition to question where this
money has gone.. We accept without questioning the statements
that notwithstanding the expenditure of this money we really
have no defense worthy of the name, and now that we have been.
shaken out of our business-as-usual stride we will really see what
spending is. .

Mr, Truman, instead of being held to account, is said to have
grown .in stature and overnight to have truly become one-of the
great men of history. The loudest clamor for more spending comes,
strangely enough, from his Republican critics. It is doubtful, in-
deed, if he will be able to satisfy them with the additional billions
he asks for. They will want more. The loudest clamor for all-out
mobilization of men and industry and the return of controls to
prevent inflation, seems to come from these same quarters, though
the clamor is by no means confined to them.

There is some evidence that they are conscience-stricken
because, without in any way minimizing the serious mismanage-
ment of our foreign affairs on the part of Roosevelt and Truman,
there is little doubt that their criticism of Truman’s Asiatic policy,
together with charges of coddling Communists at home, prompted
him to make a last minute about-face and decide to make a stand
in Korea when it had been announced months before he had no
intention of doing so.

Be that all as it may, it will be amazing under the circum-
stances, if we do not move into an all-out mobilized state. I was
talking with an official of a railway equipment company, for ex-
ample, and he said gravely that complete industrial mobilization
would have to come. It happens that in the present pressure for
steel his comparly has not been getting as much as he thinks it
should and he believes it would fare better under government allo-
cations. .

Verily, we are a crazy people, or at least there are a lct of
crazy people in-our midst. You get the distinct impression here in
Washington that the Big Brass, which has no sense of values in
the spending of money but which is trained in the perspectives of
war, and that Mr. Truman himself, would like to keep this war in
its proper. perspective. ‘

They would like, I firmly believe, to view the Korean situa-
tion . for just what it is worth without making too much of a com-
mitment. They have, with the commitment of relatively few men,
been making a gradual retreat, but at the same time they must’

have taken a tremendous toll in property and North Korean lives
with their bombing. Their disposition,. it. is believed; would be to
go along this way and see what:turns up.- Very soon, you would
think, the North Koreans will run out of the-equipment which we
originally gave to.the Chinese or which they got from the Japanese.:
But it is doubtful if the highly vocal forces in our midst will
‘permit this.

E. E. Mathews Co. Adds

(Special to THE FINANCIAL CHRONICLE) (Special to THE FINANCIAL CHRONICLE)
., . BOSTON, Mass. — William 'J. - BOSTON. Mass. — Albert E.
McLaughlin has become affiliated Hacking, Jr. has become affiliated
. with- Edward E. Mathews Co., 533 with Luckhurst & Co., Inc., 50
. State. Street. State Street.

Joins Luckhurst Co.
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Korean War Makes Urgent Resloration of
- Gold Standard, Says Walter E. Spahr

. Executive Vice-President of Economists’ National Committee
on Monetary Policy contends gold redeemable currency would
act as check on unnecessary Federal spending in war crises.

“War in itself is disastrous
enough, but war under a currency
not redeémable in gold multiplies
disasters, losses, and suffering,”
Walter E.
Spahr, Execu-
tive Vice-
President of
the Econo-
mists’ Na-
tional Com-
mittee on
Monetary.Pol-
icy, stated on
July 19.

“We need to
remind our-
selves that we
fought World

suspending
the privilege
of redeeming
dollars into gold domestically.

Walter E. Spahr

“The Korean war.invites much
greater Federal spending than that
now in ‘effect. Despite this fact,
the Federal Goveroment is show-
ing little disposition to cut non-
military expenditures.

“The signs point, therefore, to a

[ further depreciation of our dollar.

We can have a disastrous depre-
ciation of our currency because

§ the people of this country have
? lost control over the Federal Gov-
2 ‘ernment’s use of their public purse’

through the absence of a redeem-
able currency.

“The surplus reserves in our
Federal Reserve banks will per-

I mit, at present reserve ratios, an
| expansion of bank deposits to the
extent of $387 billion in addition

to the $161 billiocn now in exist-
ence,

“Without a redeemable cur-
rency, the people of this country

(251) 7

have no way to hold Congress in
check. They cannot force it to cut
non-military expenditures as nec-
essary military expenditures ex-
pand or to cut any other waste;

“They cannot protect their sav-
ings and incomes. against the
devastating effects of a radically
depreciating currency which an
irredeemable currency, war, and
huge surplus reserves now invite.

“Nor can the powers of private
enierprise be brought effectively
to the support of our war efforts
without a redeemable currency.

“Our people,” Dr. Spahr con-
cluded, “should take stock of this
situation and ask Congress to
make our currency redeemable at
the present legal rate of $35 per
fine ounce.”

“Joins King Merritt Staff
BIRMINGHAM, Ala. — Frank
Chappelle, Jr., has been added to
the staff of King Merritt & Co.,
Inc., Comer Bldg. l

With A. A. Tibbe Co.
ST. LOUIS, Mo.—Francis Mor-
rison is affiliated with A. A. Tibbe
& Co., 506 Olive Street. ;

NEW ISSUE

t

Goldman, Sachs & Co.

Lehman Brothers

July 20, 1950

White, Weld & Co.

The First Boston Corporation -

This announcement 1s neither an offer to se!l nor a solicitation of an offer to buy any of these securities.
Yy any

The offering is made only by the Prospectus.

$6,000,000

‘Texas Illinois Natural Gas Pipeline Company

5% Interim Notes, due January 1, 1952

Payable at stated maturity by delivery of Cumulative Preferred Stock,
$5.00 Series. at rate of one share for each $100 principal amount .
4 i ; - ;

Price 100%

Plus accrued interest from July 1, 1950

Copies of the Prospectus may be obtained in any State in which this announcement
is circulated from only such of the Underwriters, including the undersigned, as may
legally offer these securities in compliance with the securities laws of such State.

A. G. Becker & Co.

Incorporated

Harriman Ripley & Co.

Incorporated :

Stone & Webster Securities Corporation

Glore, Forgan & Co.

Eastman, Dillon & Co.

Harris, Hall & Company

(Incorporated)

NEW ISSUE

July 20, 1950

White, Weld & Co.

This announcement appears for purposes of record. Contracts, negotiated by the undersigned, have been
entered into for the purchase of these secuntizs by certain institutions for investment.
The bonds have not been, and are noc being, offered to the public.

$90,000,000

Texas Illinois Natural Gas Pipeline Company

First Mortgage Pipeline Bonds,

3Y4% Series due 1970

Glbre,

Fdrgan & Co.
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* Korea, 1950—Now Time to Think!

By B.BARRET GRIFFITH
B. Barret Griffith & Co., Inc.,' Colorado Springs, Colo.

Asserting we cannot afford to win any more battles and. lose

the peace, Mid-Western investment counselor urges we deter-

mine our objectives in struggle to retain our ideologies and

have our leaders draw up a balance sheet of our own resources
as well as those of the ememy.

Because it has been proved
beyond any question of doubt that
Russia’s men in the Kremlin are
determined to extend their power
throughout
the world by
deceit, sub-
version or
military force,
we raust rec-
ognize the er-
rors of having
joined our
strength with
theirs against
Ger.nany in
World War II,
anu. tne grave
results of our
gullibility at
Teheran, Yal-
ta, and Pots-
aam confer-

ences, We must recognize the

problem as it is and be realistic.

Since 1919 the Kremlin has been

able to incite masses to suicide in

their unthinking effort to exteud

a false ideology. In summary tien,

we must realize that we are in a

struggle to the deata with our

enemy. And we must recognize
that the enemy has raised great
masses ¢f the world to unchinking

mob hatred of us. .

In order to meet the situation,
which can be done successfully,
we must begin to think. Of first
importance, we: must determine
our objectives. Do we want to
try to impose our own i.eologies
on the world, or do we (reaus-
tically) want to keep cur own
ideologies to ourselves angd intact
and let the radiation of their suc-
cess further strengthen their
stature and possibly spread them
into ' iron curtain countries in
time? The question posed answers
itself. History is as full of failures
in attempts to change mob ideol-
ogies by force as it is'replete with
successes of false ideologies being

~ destroyed by time,

To accomplish the objective of
retaining our own ideo'ogies and
permitting time to change the
situation in the XKremlin-con-
trolled countries, we must have
leadership in this country which
thinks. That leadership must draw
up a balance sheet of our own
assets and liabilities and a realis-
tic statement of the enemy’s posi-
tion. Our leaders must conserve
our resources and use them in-
telligently to protect our institu-

B. Barret Griffith

tions against the enemy. There
must be no more thoughtless wars
against the enemy which do not fit
m with the main objective of
protecting our own ideologies and
letting time take care of the false
premises of the enemy—we can
riot afford to win any more battles
and lose the ;

Countries in the United Nations
should draw and advertise a line
of defense around the world,
which line should be one which
they are sure their resources can
protect. Russia should be expelled
from the United Nations, not al-
lowed to choose her time of exit.
And every effort should be bent
to preserve and encourage free
economies among .nations of the
free world by permitting free
trade and free convertibility of
currencies based on gold.

At the time when United Na-
tions leadership and the Adrninis-
tration in this country faces up to
these facts, we can all become
optimistic about the future. Re-
member, Kremlin incumbents
have already had 30 years of time
run against them, and the mob
ideology which they whipped up
for their use in 1919 has been in
existence for some 160 years.

Tex.lIl. Natural Gas
Interim Notes Offered

A nationwide group off invest-
ment banking - firms headed by
White, Weld & Co. and Glore,
Forgan & Co. is publicly offering
$6,000,000 of 5% interim notes,
due Jan. 1, 1952 of the Texas Illi-
nois Natural Gas Pipeline Co. at
par. Thig is part of an issue of
$12,000,000 of such notes, the re-
maining $6,000,000 being pur-
chased by The Peoples Gas Light
& Coke Co. of Chicago. The 5%
interim notes will be payable at
stated maturity by delivery of
cumulative preferred stock, $5 se-

ries at the rate of one share for {

each '$100 principal amount. A
sinking fund starting in 1956 will
be sufficient to retire all of the
preferred stock by 1975.
Concurrently with this financ-
ing, White, Weld & Co. and Glore,
Forgan & Co. have arranged for
the sale to a group of 16 insurance
companies of $90,000,000 principal
amount of the company’s first
mortgage pipeline 3% % bonds,

59, Convertibla

70 PINE STREET

White’s
Auto Stores,
Inec.

Common Stock
Boug!.t — Sold — Quoted

Prospectus on Request

MERRILL LYNCH, PiERCE, FENNER & BEANE

Underwriters and D 'stributors of Investment Securities
Brokers in Securities and Commeodities

Preferred Stock

NEW YORK 5, N. Y.

due 1970. In addition,.Texas Illi-

. nois-is offering 'its present-stock-

holders the - right to purchase
1,750,000 shares of common stock
at a price of $10 per share. The
"Peoples Gas” Light - & Coke Co.,
which owns 50% of the presently
outstanding common' stock of the

company, has agreed to purchase.-

all shares of additional common.

stock not taken up by the other’

stockholders. .

The proceeds from the sale of:
the interim notes; mortgage bonds
and common stock will be used. by

Texas Illinois.to construct a pipe--

line for the transportation of nat-

ural gas from the Gulf Coast areas-

of Texas to Joliet and Volo, Illi-
nois, a distance of 1,330 miles,
pursuant to authorization recently
received from the Federal Power
Commission. The line, which is
expected to be substantially com-

pleted by the 1951-52 heating sea-:

son, will have an initial delivery
capacity of 305 million cubic feet.
of natural gas per day and a daily
sales capacity -of about 518 million

cubic feet when fully powered..

The company’s principal customers
will . be The Peoples Gas Light &
Coke Co., Public- -Service Co.' of

Northern Illinois, Western United-

Gas & Electric Co. and the North--
ern Indiana Public Service Co.,

which utilities serve the Chicago-

metropolitan area and cities in-

northwestern Indiana, and the .

Natural Gas Pipeline Co. of Amer-
ica, which will purchase gas from
Texas Illinois for resale to certain
utilities directly served by it in
Wisconsin, Illinois, Iowa, Nebraska
and Kansas.

It is anticipated that the daily
demand for gas from Texas Illi-

nois’ system will soon exceed the
presently authorized 305 million
daily delivery capacity and it is
likely that in the near future and
before completion of the facilities
now authorized by the Federal
Power Commission, the company
may request authorization for ex-
panding the delivery capacity of
its facilities.

The company has Ilong-term
contracts for the purchase and
sale of natural gas. The route of-
its pipeline will cross areas in
Texas with substantial proved and
potential gas reserves.

COMING

EVENTS |

In Investment Field

July 21, 1950 (Portland, Ore.)

Portland Investment Bond Club’
annual summer outing at Mt. Hood'

Golf Club.

Sept. 8-9, 1950 (Portland, Ore.)

Pacific Northwest Group of the
Investment Bankers Association
annual meeting at Gearhart Hotel,
Gearhart-by-the-Sea, Ore.

Sept. 15, 1950 (Philadelphia, Pa.)

Bond Club of Philadelphia Field
Day at the Manufacturers Coun-
try Club.

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

National Security Traders As-
sociation Annual Convention at
the Cavalier Hotel.

Oct, 12, 1950 (Dallas, Tex.)
Dallas Bond Club Annual Fall
Meeting.
Nov. 26-Dec. 1, 1950 (Hollywood,
Fla.)

Investment Bankers Association
annual convention at the Holly-
wood Beach Hotel.

Dec. 8, 1950 (New York City)

New York Security Dealers As-
sociation Silver Anniversary Din-

The Commercial and-Financial-Chrenicle ;s . .Thursday; July 20,-1950

Dealer-Broker Investment
Recommendations and Literature

It is understood that thefirms -mentioned-will be. pleased .
to send interested parties the- following literatura:

Attractive Railroad-Bonds—
Brief study-of certain bonds which
appear particularly attractive in
view of the favorable outlook for
railroad earnings—Department- C,
White, Weld & Co, 40 Wall Street,
New York 5, N. Y.

Better Than Average in War-
time — Selected lists of stocks
which should do better than aver-
age in a wartime economy—East-
man, . Dillon & Co.,
Street, New York 5, N. Y.

Also available is a bulletin on
Railread Income Bonds.

Convertible Preferred Stocks—
Bulletin—James Richardson &
Sons, 367 Main Street, Winnipeg,
Man., Canada, and 80 King Street,
West, Toronto, Ont., Canada.

Leading Banks and Trust Com-
panies of New York—73rd consec-

utive quarterly comparison—New:

York Hanseatic Corporation, 120
Broadway, New York 5, N. Y. -

New York City Bank Stocks—
Comparative figures at June 30,
1950—The First Boston Corp.,

100 Broadway, New York 5, N. Y.

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-
tive over-the-counter industrial
stocks used in the National Quo-
tation Bureau Averages, both as
to yleld and market performance
over an eleven-year period—Na-
tional Quotation Bureau, Inc., 46
Front Street, New York 4, N. Y.

Quarterly Comparison and
Analysis for 19 Leading New York
City Bank Stocks—Laird, Bissell
& Meeds, 120 Broadway, New
York 5, N. Y.

Railroad Income Bonds—Discus-
sion of position—Goodbody & Co.,
115 Broadway, New York 6, N. Y.

Railread Outlook — Reappraisal
—Vilas & Hickey, 49 Wall Street,
New York 5, N. Y.

* * *

Carrier Corporation — Special
survey—Ira Haupt & Co., 111
Broadway, New York 6, N. Y

Also available is a bulletin on

15 Broad-

the changed outlook for Textile
Securities.

Central Vermont Public Service

Co.—Analysis—Ira Haupt &: Co.,

111 Broadway, New York 6, N. Y.

Citizens Utilities Company —
Analysis—A. G. Becker & Co., 120
South La Salle Street, Chicago 3,
Illinois.

Also available is a memoran-
dum. on Federated Department
Stores.

Eastern  Air - Lines—Memoran-
dum—Walston, Hoffman & Good-

,win, 265 Montgomery Street, San

Francisco 4, Calif,

General Motors Corp.—Analysis
—Kiser, Cohn & Shumaker,.Inc.,
Circle Tower, Indianapolis 4, Ind.

International Nickel — Recent
study—Stein Bros. & Boyce, Starks
Building Arcade, Louisville 2, Ky.

Also available are analyses of
Marine Midland, Texas Eastern
Transmission, Frank Fehr Brew-
ing, Cities Service, and Louisville
& Nashville Railroad. .

Lea Fabrics — information—
Aetna Securities Corporation, 111
Broadway, New York 5, N. Y.

Also available is information
on Winters & Crampton, Plywood,
Inc., Douglas & Lomason and
Copeland Refrigeration,

Mexican Railways — Analysis—
Zippin & Co., 208 South La Salle
Street, Chicago 4, Ill.

Oswego Falls Corp.— Circular
—Hornblower & Weeks, 40 ‘Wall
Street, New York 5, N. Y.

Reeves-Ely Laboratories $0.30
preferred stock—illustrated circu-
lar—Security Adjustment Corp.,
16 Court Street, Brooklyn 2, 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.

Sanger Bros. — Memorandum —
Stifel, Nicolaus & Co., 314 North
Broadway, St. Louis 2, N. Y.

U. S. Thermo Control—-Ané]ysis
—Raymond - & Co., 148 State
Street, Boston ‘9, Mass.

The National Security Traders Association is sending to. its
members registration forms for the annual Convention to be held
Sept. 26 to 30 at the Cavalier Hotel, Virginia Beach, Va. In order
that members planning to attend may be assured of accommoda-
tions at the Cavalier, it is urgent that they forward registration
blank and the registration fee to Morton A. Cayne, Cayne & Co.,
Cleveland, Secretary of the NSTA as soon as possible. The ad-
vance inquiries received to date indicate ihat it will not be pos-
sible to take care of all members at the Cavalier but the over-flow
will be taken care of at the Gay Manor Hotel, about two blocks

from the Cavalier.

The rates at the Cavalier will be $23 per day for two people
in either a twin-bed or double room, and $14.50 for single rooms.
This is a modified American plan which includes breakfast and
dinner. The rates at the Gay Manor Hotel will be $12 a day for
two people in a twin-bed or double room and $7.50 for single, with

no meals included.

In response to a number of inquiries as to the type of clothing
that should be worn at Virginia Beach, the association states that
weather reports for the last week in September indicate that the
days can be expected to be mild, with the temperature in the mid-

dle 70’s and the evenings will be cool.

There will be ocean

bathing, and it is recommended that sport clothes and medium
weight clothes would be suitable for day and evening wear.
A full day has been planned in Washington for Monday, Sept.

25, which will include sight-seeing, luncheon and dinner. For

ner at the Waldorf Astoria Hotel :
Continued on page 16

(Starlight Roof).
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Inflation and Common Stock Prices

By GEORGE W. COLEMAN*
Economist, Mississippi Valley Trust Company, St, Louis, Mo.

Dr. Coleman, basing his comments on study of comparative
percentage changes in various countries of cost-of-living and
stock price indexes during inflation period of 1937-1948, con-
cludes inflation does not follow any clear pattern and response
of share prices to it shows no uniformity. Contends there has
been shown no consistent relationship between increases in

cost of living and advance in

‘Spectacular changes in general
price levels affect the economies
of the countries undergoing them
in many ways. Not only is the
relative position of debtor and
creditor affected, but also the
desirability of holding or mnot
holding funds in cash. It is
understandable that in such pe-
riods the public endeavors to
escape the unfavorable conse-
guences of price changes and
to take advantage of them, if
possible, If prices are increasing,
it means that the “real” value of
raoney, i.e., purchasing power, is
decreasing. Consequently, it
would be aesirable to purchase
commodities or securities
which would rise in price as rap-
idly as the general price level
rises. In this manner, the “real”
value of money would be pre-
served. Obviously, if a commod-

ity could be purchased which

would rise in price even more
rapidly than the general price
ievel rises, the “real” value of the
money invested would be en-
hanced. In periods of declining
prices, the “real” value of money
i3 enhanced simply by holding it
in the form of cash. It would be
even more aavantageous to buy a
commodity or security which
would rise in price while prices
generally were falling. " This is,
of course, a traditional analysis of
the manner in which it is possible
10 “hedge” against 'changes in
price.

- One of the most popular beliefs

_ is that it is desirable in periods

of rising prices to invest in com-
mon stocks. The common-stock
holder is entitled to share the
profits of the corporation, and his
investment is represented by the
plant, equipment, and inventory
of the business enterprise. Since
jt is argued that both the profits
and the money value of the assets
of the business enterprise will rise
in periods of inflation, the pur-
chase of common stock has fre-
guently been advocated as a
“hedge” against inflation,

. While the price of common
stocks might rise with a rise in
the general price level, it is pos-
sible that certain factors may in-
tervene to cause common stock
prices to respond in a manner
other than the one outlined in
the preceding paragraph.

- In the first place, even though
ihe general level of prices may
be rising, not all prices advance
at the same rate or by the same
amount. Some rise more than the
average; some rise less. The
profit margins of those industries
whose prices rise less rapidly than
the average are generally affected
unfavorably and, consequently,
the earnings of such companies
might actually decline in periods
of inflation; the prices of common
stocks of such companies would,
as a result, probably decline,

.Costs, especially labor costs, are
another factor which must .be
considered in determining
whether or not common_stock
prices would keep pace with the
increase in the general price level.
In past periods, labor costs prob-
ably did not rise so rapidly as the
price level. This meant that
profit margins would tend to be
increased. Labor is now more ef-
fectively organized, and it is able
-—'?ezrinted' with e‘rrnission from the
aa 1500 b ol o S

d Business Administration.
ﬁmTri‘;gs -afn"linois. The statistical date

§n the article was prepare v .
_lacbarfi Muth.
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industrial share price indexes.

to exert its power to secure wage
concessions. Labor costs are likely
to be adjusted upward more rap-
idly than they were in periods
when labor was not so hignly
organized, '
Taxes are a third factor which
would tend to intluence the level
of common stock prices. If, for
example, the corporate income tax
were raised to 100%, one incen-
tive for rising share prices in pe-
riods of inflation would be re-
moved. It should also be noted
that regulations governing the ex-
tension of credit to the stock mar-
ket would likewise influence the
trend of share prices.
" In periods of extreme inflation,
the managers of a. business en-
terprise may decide to invest the
profits in new plant and equip-
ment in order to preserve tne
“real” value of the capital of the
enterprise. Dividends might, as
a result be held to low levels. To
the extent to which share prices
are influenced by yields, this
policy would tend to restrain the
advance of share prices.

Recent Inflation Experience

In the past thirteen years, the
economies of the various coun-
tries of the world have been un-
dergoing various degrees of infla-
tion. Although no country-has ex-
perienced so drastic an infla-
tion as that which occurred in

‘Germany in 1920-1923, relatively

severe inflations have taken place
in many countries. It mignt prove
interesting to compare the actual
experiences of these countries
with the theory of inflation and
its modification as outlined brief-
ly in the preceding paragraphs.
The data, of course, yield no com-
plete conclusions concerning the
validity of the various theories
about inflation, nor do they pro-
vide guides for “hedging” against
it,

The data upon which the statis-
tical tabulations for this article
are based were taken from the
monthly publications of the
United Nations and the Interna-
tional Monetary Fund. These or-
ganizations, in turn, gather their
information from official and
semiofficial sources. Obviously,
the data are subject to many
criticisms, In some cases the cov-
erage is not complete, and in
others the statistical techniques
are not the best that could have
been employed. The cost-of-liv-
ing indexes have been used to
reflect the degrees of inflation
within the countries. The index
of wholesale prices might have
been employed, but the cost-of-
living figures were chosen because
they probably reflect the in-
crease in prices which the general
public desires to offset through
“hedging” operations,

Since the wholesale price in-
dexes for most of these countries
have risen more than the cost-of-
living indexes, any conclusions
reached by employing the later
would apply with even greater
force to the wholesale price fig-
ures. It should also be remem-
bered that because quality de-
teriorated, and because “black
market” prices were above “offi-
cial” prices, actual increases in
the cost of living for the various
countries were probably some-
what greater than the official in-
dexes show. The securities in-
cluded in the indexes of share
prices vary from country to coun-
try. In general, the common

stocks included in the indexes are
those of industrial companies;
however, because of differences in
composition, the indexes are not
strictly comparable.

Data for twenty countries have
been tabulated, and the accom-
panying table shows a comparison
of changes in the annual averages

for two years—1937 and 1948. (In
some cases 1938 figures were
used.) The year 1937 were se-
lected primarily because statistics
are available for many countries
since that time. Industrial ac-
tivity and trade were at high
ievels in that year. For the ter-
minal year, 1948 was selected be-

Comparatiye Percent Changes in the Cost of Living and
Share Prices as Shown by Annual Averages, 1937-1948

Fercentage increase in

Cost of living Share prices
110

Belgium
§ Austria
Colombia
Netheriands
*Argenting
Ireland
United Kingdom
Denmark
United States
Switzerland

Ratio of rise in
share prices to
rise in cost
of living
(1937=100)

0.

0.34
0.69
0.14
2.12
0.10
1.27
0.18
0.95
5.95
0.49
0.24
0.46
0.16
0.70
0.66
0.54
—0.11
1.44
0.94

1,624
1,072
103
942
29
263
33
105

35

SO;I;;%: Compiled from data in International Financial Statistics, February,

'Cost'of liying, 1938 to 1948; share prices, December, 1938 to 1948.
TRetail prices of food, 1938 to 1948; share prices, Dec. 31, 1938 to 1948.

f{Retail prices.

§Retail prices, 1938 to 1948; share prices, March, 1938 to 1948.

cause in that year the postwar
inflationary spiral ended in most
of the countries. The median,
rather than the average, has been
employed as a statistical device
to reflect general changes, be-
cause in some countries the per-
centage changes were so great
that the average would produce a
distorted figure. The median is
the middle figure when a number
of figures are ranked in ascending
order.
number of countries is eéven, the
median is the average of the two
middle figures.)

Detailed figures for all twenty
countries are shown in the table.
It will be noted that the increase
in the cost of living varied from
8,540 % of 1937 in Japan to 35% in
New Zealand. The median figure
was 95%. The indexes of share
prices ranged from a rise of
1,624% of the 1937 figure in Italy
to a decline of 6% in Canada. The
median increase in share price
was 44%.

Conclusions from those data
cannot be drawn with any pre-
cision, but it should be noted that
in only four of the countries—Ar-
gentina, Chile, Australia, and
Austria—did the price of shares
rise more percentagewise than the
cost of living. In two other coun-

tries—the Netherlands and New
Zealand—the rise in the price of
shares almost offset the increase
in the cost of living. In the rest
of the countries, however, the rise
was not significant. In one coun-
try — Canada — share prices de-
clined while the cost of living
rose during the period. .

The following tabulation ranks
the countries by the amount of
the ingrease in the cost of living

(In" this case, since the which was offset by an increase

in share prices:
Ratio of share price ris~

Country torise in cost of living,
1937 to 1948

Argentina

Chile

Australia

Austria

Netherlands

New Zealand

Switzerland

y
United Kingdom _. -
Colombia
United States —-.___

(253) 9

No Clear-Cut Pattern

Wkten the countries studied are
grouped geographically, no clear-
cut pattern appears and even the
couutries of the British Common-
wealth of nations do not show a
common pattern. According to
the theoretical analysis outlinea
earlier,  the increase in share
prices mignt be expected to offset
more of tne increase in the cost
of living as the latter rises. Ac-
tually, tuere is apparentiy a slight
tendency observanle in the figures
cited for a greater proportion of
the increase in the cost of living
to be offset by an increase in
share prices in those countries ir
which the cost of living increased
the least,

The experience of the United
States in tke period 1937-1949
shows again the impossibility of
forecasting the trend of stock
prices on the basis. of cost-of-
living figures. In 1937 stock prices
dechned, while the cost of living
remained relatively stationary.
After a slight decline in 1938, the
“‘cost of living” index of the
Bureau  of Labor Statistics rose
steadily to a peak in 1948. Stock
prices, cn the other hand, after
a s.ight rise in ' 1938 declined
from 1939 to 1942. From 1942 to
1946, stock prices rose somewhat
more rap.d’'y than the cost of liv-
ing. In 1946 they declined sharp-
1y, whereas the cost of living rose
abruptly after the end of price
control. Currently, stock prices
have risen as the result of invest-
ment demand and inflation fears,
although tre cost-of-living index
is declining slightly,

Inflation does not follow any
clear pattern, and the response of
share prices shows no uniformity.
Closer correlations might appear
if specific prices for consumers
goods and specific share prices
were compared, but no clear-cu’
pattern would emerge that would
be "applicable from country, tc
country. This is true because the
industrial importance of com-
modities varies among the coun-
tries. Perhaps the only. conclu-
sion that can be reached from the
data presented in this article is
that, at least in recent inflations.
there is no consistent relationship
between increases in the cost o”
living and advances in the price
indexes of industrial shares.

Joins King Merritt

(Special to THe FINANCIAL CHRONICLE)

WICHITA, Kan.—Frank R
Petersen has become affiliated
with King Merritt & Co., Inc. He
was formerly with Waddell &
Reed, Inc.

" July 20, 1950.

170 Broadway
Telephone DIghy 9-2700

This announcement is neither an offer to sell, nor a solicitation of an offer to buy,
any of these shares. The offer is made only by the Prospectus.

398,000 Shares

Whitehall

Television Corporation

(a Delaware Corporation)

Common Stock
(Par Value 10c per share)

Offering Price: $.75 per share

Copies of the offéring Circular may be obtained

from the undersigned

R. V. KLEIN COMPANY

Member of National Association of Securities Dealers Inc.

New York 7, N. Y.
Teletype N. Y. 1-1144
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Missouri

An_ aggregate of 394 shares of
4.60% cumulative preferred stock
of Spencer Chemical Co. were
subscribed for by the common
stockholders by the exercise of
rights. 16,399 shares were issued
in exchange for shares of 5%
cumulative preferred stock pur-
suant to an exchange offer, and
the remaining 68,207 shares were
purchased by the several under-
writers, including Barret, Fitch &
Co., Inc Newhard, Cook & Co.,
and Stern Brothers & Co. The
68,207 shares were subsequently
reoffered to the public at $100 per
share, plus accrued dividends
from May 15, 1950.

% %# #

Monsanto Chemical Co., St.
Louis, on July 7 announced the
sale of 150,000 shares of $3.85
cumulative preference stock,
series C, at $100 per share, to a
group of 17 insurance companies
and other large investors. There
are no conversion privileges or
provisions for a sinking fund,
The funds obtained from the sale
will be applied to general cor-
porate purposes. Monsanto’s sales
for the six months ended June 30,
1950, were $102,704,934, or 29%

above those in the slmllar period

of 1949. Net income amounted to
$13,123,061, equivalent to $2.85
per common share, based on the
common and preference shares
outstanding as of June 30. This
compares with earnings of $7,~
989,858, or $1.72 per share, for
the first half of 1941, Net income
for the second quarter of the cur-
rent year was $7,275,504, equiva-
lent, after provision for prefer-
ence dividends, to $1.59 per com-
mon share,
£ * *

Following the sale of $5,000,000
of 4.6% preferred stock at par
($25 per share) fo Yale University
and a number ‘of insurance com-
panies on July 13, Laclede Gas Co,
called as of Aug. 14 its outstand-
ing $5,745,300 of 4% % convertible
debentures, due 1963, at 102% and
interest, Immediate payment of
the debentures will be made upon
presentation at the Mercantile-
Commerce Bank & Trust Co., St.
Louis, or Bankers Trust Co., New
York.

* * #

Prestressed Concrete Corp,,
Kansas -City, are publicly offering
through Burke & MacDonald, as
selling -agents, 2,500 shares of its
5%, cumulative preferred stock
(par $100) and 7,500 shares of its
common stock (par 10 cents) in
units of one preferred and three
common shares at $100.30 per
unit, These securities are of-
fered “as a speculation.” Divi-
dends on the preferred stock will
become cumulative after June 1,
1952.  Prestressed, which was in-
corporated in Delaware on May
26, 1950, presently plans to engage
principally in the concrete con-
struction business, applying and
using a technique sometimes

Brevities

known as “prestressing.” It has
not yet obtained any contracts.
% #“* #

International Shoee Co., St. Louis,
earned a profit of $4,554,943, or
$1.34 per common share during the
first six months of its fiscal year,
ended May 31, as against $4,476,-
525, or $1.31 per common share,
for the same period in the pre-
ceding fiscal year. Total sales—
of shoes sold to customers .plus
leather and other materials pro-
duced by International for manu-
facture of its shoes—amounted to
$120,702,208 for the 1950 six-
month period as compared to
$132,211,751 for the same period
last year.

# %

Western Auto Supply Co. re-
ported sharp gains in retail and
wholesale sales in June compared
with the ssame month last year.
Retail sales totaled $7,961,000, an
increase of  $2,032,000, or 34.3%
over June, 1949, while wholesale
sales were $6,057,000, a gain of
$1,608,000, or 36.1%. For the six
months ended June 30, 1950, retail
sales amounted to $34,807,000, an
increase of $7,084,000, or 25.6%
over the same period last year,
while wholesale sales totaled $30,-
627,000, -a gain of $5,575,000, or
22.2% over the 1949 period.

#* # L

Edison Bros, Stores, Inc., for the
month of June reported sales of
$6,200,396, a decline of 3.8% from
the same month last year, For
the six months ended June 30,
sales totaled $35,699,606, or ap-
proximately 6% below the com-
parable period of 1949,

® £ %

A net profit of $936,404, equiva-
lent to $3.40 per common: share
outstanding, was earned by F.
Burkart Manufacturing Co., St.
Louis, in' the six months-ended
May 31, 1950. This was an . in-
crease of $79,963 over earnings for
the corresponding period of the
previous fiscal year when profits
of $856,441, amounting to $3.11 per
share were reported, The com-
pany is a principal supplier of
upholstery materials to the auto-
motive, mattress. and  furniture
industries.

Ed Ed ¢

Gleaner Harvester Co., Indepen-
dence, for the nine months ended
June 30, 1950, reported sales of
$3,482,140, and net -profit after
charges and income taxes of $541,-
046, or $1.35 per share, as com-
pared with sales of $10,722,172
and net profit of $2,580,502, or
$6.45 per share, for the same pe-
riod in the previous fiscal year.

% e Ed

With Baker, Walsh
(Special to Tee FINaNcIAL CHRONICLE)
CHICAGO, Il.—Wallace D.
Johnson has become _affiliated
with Baker, -Walsh & Co:; 29
South La Salle Street. .

Black, Sivalls & Bryson
Texas Utilities
Mississippi River Fuel
Delhi Oil
Tennessee Gas Transmission
Texas Eastern Transmission
Rockwell Mfg,"
Southern Union Gas
Southwest Gas Producing

‘ Bought — Sold — Quoted

SCHERCK RICHTER CO;DANY
Landreth Building
St. Louis 2, Mo.

Bell Teletype
SL 456

Garfield 0225
L. D. 123

R. V. Klein Go. Offers
Whitehall TV Shares

R. V. Klein & Co. of New York’

City are offering an issue of 393,-
000 shares of common stock of
Whitehall Television Corp. at 75

cents per share. The net proceeds’

are to be used for working capi-
tal and for expansion. Its plant is
located at 206-12 Hillside Ave.,
Queens Village, N. Y.

The Whitehall corporation was
incorporated in June, 1950, for the
purpose of manufacturing televi-
sions receivers and accessories
and for the purpose of dealing in
household appliances generally. It
acquired the assets of the Denmar
Distributing Co. and Mutual Ap-
pliances, Inc., for 350,000 shares
of Whitehall stock.

Denmar is a partnership com-
posed of Messrs. Isidore Eisenberg,
Benjamin Saltzman and Alan
Singer. They became partners in
1949, and Denmar has been an
RCA licensed manufacturer of
television receivers since '1949.
Mutual was incorporated in New
York and has been engaged in
buying and selling television re-
ceivers, air conditioners, refrigera-
tors, oil burners, washing ma-
chines and other appliances’ di-
rectly to the consumer.

The corporation is engaged in
the business of converting small
to large screen television sets. It
will also be engaged in the busi-
ness of selling television receivers
manufactured by others, and re-
cently acquired the exclusive sales
franchise for Paragon oil burners
in Queens Village, but may sell
this product anywhere in the City
of New York.

In addition, the corporation’s
products are being offered by
house to house solicitation through
an 1ndependent sales organization
which is compensated on a com-
mission basis.

The following are members of
the Whilehall's board of directors:
Mr. Eisenberg, who is President;
Myr. Saltzman, who is Vice-Presi-
dent in charge of store operations;
Mr. Singer, who is Secretary-
Treasurer; and Frank J. Meehan
(who is also a director of the fol-
lowing companies: Huletts Land-
ing Corp., Franklin ' Custodian
Funds, Inc. and Jefferson Cus-
todian Fund, Inc.).

Babbert & Felters
~ WithF. S. Yantis Go.

(Special to Ter FiNanciaL CHRONICLE)

CHICAGO, I1l.—Joseph A. Bab-
bert and Frank K, Fetters have

- become associated with F. S. Yantis

& Co. Inc., 135 South La Salle
Street, members of the Midwest
Stock Exchange. Mr. Babbert was
formerly with Shillinglaw. Bolger
& Co., Central Republic Co. and
Ames Emerich & Co. Mr. Fetters
was with Stifel, Nicolaus & Co.
and prior thereto was Manager of
the research department of First
Securities Company of Chicago.

Wlth Merrill Lynch Firm

(Special to Tae FrNancial, CHRONICLE)

DETROIT, Mich.—David R.
Miller is now with Merrill Lynch,
Pierce, Fenner & Beane, 205 West
Congress Street,

STix & Co.

* INVESTMENT SECURITIES
509 OLIVE STREET

St.Louss 1,Mo.

MEMBERS
MIDWEST STOCK EXCHANGE

TELEPHONE:
TELETYPE:

GARFIELD 0514
SL-80
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More Invesiment in Rezl Estate

Herbert U. Nelson, Executive Vice-President of National Asso-
ciation. of Real Estate Boards, ascribes greater activity in .
real estate market to sudden rise in comstruction cosis and

fear of “a new inflat.on.”

A notable change in the gen-
eral real estate market has de-
veloped in the first six mcnths of
1950, with cities throughout the
country re-
porting a new.
public dispo-
sition  toward
immediate
real estate in-
vestment
measurable in
increased vol-
ume of sales.

Herbert U.
Nelson, E x-
ecutive Vice-
President of
t h e National
Association of
Real kstate
Boards, made
that statement
on July 15 in summarizing the
reports of real estate boards of
252 cities in the 51st periodic sur-
vey of the real estate market by
NAREB.

Sudden rise in construction
costs was an alert for investors.
More favorable financing for
home purchasers, especially for
veterans, opened the door. It is
cited as the primary factor af-
fecting market volume by one of
very three of the “up” cities re-
porting, and probably has been
felt by all of them, Mr. Nelson
said, But not all areas yet have
the easy long-term financing au-
thorized to be insured uncer the
Housing Act of 1950, the survey
shows. Adverse financing situa-
tions are still reported by nu-
merous individual cities in every
geographic region.

Deeper cause for the increased
volume of buying is a spreading
feeling that “used house prices
are not going down much more,”
or that, in view of world condi-
tions and Federal policies, a new
inflation period is building up.

“Prospective buyers who were
waiting for that levelling off are
now buying,” says a typical report
from Westtield, N. J, “Greatly in-
creased interest in real estate
ownership, plus cheap mortgage
money with long terms,” reports
Atlanta. Omaha gives as main
market factors: “General change
in the attitude and thinking of
the buying public. Continued high
earnings. ‘Continued inflationary
trend. Increased building costs.”

An up trend in general market
volume as compared with six
months ago is the present picture
in 57% of the surveyed cities,
Mr, Nelson said, with sales going
on at about the December-Jan-
uary rate in 24% and at a slower
pace in only 19%. The larger
cities with a population of more
than 100,000 lead the trend, with
real estate investment volume in-
creased recently in 72% of them.

For homes and other residential
property Mr. Nelson listed the
principal survey findings:

(1) Buying of residential prop-
erty of all types is in greater
volume than it was six months
ago in 46% of the reporting cit-
ies, in 86% of all cities of over
500,000 population, and in 75%
of the cities of over 100,000 popu-
iation. It keeps its December-
January gait in an additional 33%
of all the nation’s reporting cities.

(2) Plans for future home
building are at a pitch that has
pushed up the prices of suitable
vacant lots., This price rise on
desirable in-town lots with utili=
ties has been experienced in

Herbert U. Nelson

every reporting city of over 100,~ -

000 population and in 77% of all
surveyed cities reporting on this
question. The price advance in
the last six months has usually
been no more than 5%, but in
some cities it is 15%, 30%, or

Easy mortgage terms also a factor. .

even, as in-one reporting city,
50%.

(3) Recent increase in con-
struction costs is reported as an
important market factor by rep-
resentative cities of every geo-
graphical region of the country.
Despite the fact that builders
have been absorbing a major
share of the new cost bulge, that
bulge has begun to push up the
selling price of new houses in a
number of reporting communities ,
and threatens to do so in other ,
communities,

(4) The volume of new house
sales is definitely higher than it
was six months ago. The in-
creased volume is notable in 52% -
of all reporting cities and in 72% -
of the cities of over 100,000 popu-
lation, while only 13% of all the
country’s cities had some decrease -
in sales.

(5) Favorable financing re-
recently made available for new -
houses puts -older homes at a
newly-felt disadvantage in re--
spect to sales. And people- are-
growing more- ‘‘new-house
minded.” But despite the compe--
tition of the new, volume of sales

. of used houses remains at least

as high as it was six months ago-
in 61% of the reporting cities, and
is higher in 29% of the cities.

It is notable that in cities of
over 100,000 population, which
usually are leaders of any real
estate trend, sales volume for
used houses as well as new is
now advancing, It is higher than
it was six months ago in 47% of
all these cities. The number of
sales of used houses is a bit
smaller than it was in January
in 39% of all the surveyed cities.

(6) Adjustment of used-house
prices to a normal housmg situa-
tion means lower prices than pre-
vailed six months ago in 64% of
the reporting cities, but prices
stay at last year’s level in 56% of
the cities of over 100,000 popula-
tion and in 29% of all cities re-
porting. But used-house prices
have begun to go up again in 8%
of the larger cities and in 7% of
all reporting cities.

Where rent controls have been
listed, the effect has been encour-
aging. to real estate ownership,
of course, particularly to owner-
ship of apartment properties, Mr.
Nelson said.

Edward F. Hormel With
Weston W. Adams Co.

. (Special to THE FINANCIAL CHRONICLE)

BOSTON, Mass.— Edward F.
Hormel has become associated
with Weston W. Adams & Co., 55
Kilby Street, members of the New
York and Boston Stock Exchanges,
Mr. Hormel .was previously a
partner in du Pont, Homsey & Co,
and prior thereto was with White,

" Weld & Co. and was Boston man-

ager for Huff, Geyer & Hecht, Inc,_

Reyno]ds & Co. Adds
Maclntosk:. to Staff
Angus Duncan MacIntosh has
joined Reynolds & Co., 120 Broad-
way, New York City, members of
the New York Stock Exchange,
as a registered representative.
He was formerly associated with
Dillon, Read & Co. as a regis-
lered representative.

Blyth & Co. Adds Three

(Special to THE FINANCIAL CHRONICLE)

PORTLAND, Ore.— Ralph E.
Brown, Ronald M. Handel and
Robert W. Pitt have become asso=
ciated with Blyth & Co., Inc,
Pacific Bldg. i 8
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Ba;zk and Insurance Stocks

By H. E. JOHNSON
This Week—Insurance Stocks

Changes in market prices of common stocks during the past

~ several weeks have been characterized by rather violent fluctua-
" tions. While the trend of prices has been downward, marking the

first major reaction since the market started up over a year ago,
the declines among the various .groups and individual stocks have
by no means been uniform. :

In a sense the market has been adjusting itself to the changes
which may result from the adoption of a semi-war economy.

Possibly one of the most important controlling factors in the-

recent action has been the threat of higher corporate ‘taxes. 'I"he
probability of raw material shortages and the difficulties of shift-

. ing to war production as well as the lower margins of profit
. thereon have also been important considerations.

Because of the nature and current operations of different
industries, these problems would not fall equally upon all groups.

- Thus, some ‘companies' which currently lack suff'icient orders to
. ‘handle a profitable volume of business may benefit from substan-

tial government orders. Such could be the case with some of the
railwayv equipment companies. At the same time a high volume_of
business involving a heavy movement of material and supplies
could benefit the railroads which do not have conversion prob-

. lems. The same is true, in part, of the nonferrous metal group.

On the other hand, many companies are today operating near
capacity and it is difficult to see how they can take on additional
business except by reducing. some phase of existxqg operations.
The production of war material will absorb supplies and parts
that -would be available for the production of consumers goods.
Also companies which are growing and now enjoy high margins
of profit would be hurt by the imposition of higher corporate

" taxes and especially excess profits taxes.

Fire insurance stocks during this period have acted about the
same as the general market. Declines have not been so great as

for some groups but considerably more than in some of the better .

acting .groups.

In the event of partial mobilization, fire insurance. companies
should not necessarily be confronted with any peculiar operat-
ing problems. Concerning taxes, the effective rates are lower than
in the case of many corperations because of the exemption gﬁ 85'_70
of dividend income. In other words, dividend income, which is
substantial in some cases, is taxed at the rate of about 5.7%.
Holdings of tax-exempt securities also reduce the impact of taxes,
Thus in 1949 the effective rate of taxes on a group of five com-
panies was about 25% as compared to the 38% rate. In 1944 the
comparable rate was 12% and in 1942, 16%. .

Of course the variation in the effective rates is attributable
in large part to the fluctuations in the statutory underwriting re-
sults. Nevertheless, the point is that fire insurance . companies
are able to reduce the impact of taxes upon operating income.

As a matter of interest the following tabulation showing the
changes in market prices since the beginning of the Korean in-
cident is presented. i

Current rice 1950 .
Bid Price 6-23-1950 Change Frice Range

— 11Y 66 49%%
2% — 8% 6% 633/

rican Insurance 21, — 3% 22 1734
gg;?on Insurance J 59 — T% 65% 51%
Continental Insurarice ... — 1233 6634 501
Federal Insurance — 3 72 631/2
Fidelity-Phenix — 12% . 67 5015

" Fireman’s Fund — 7% 94

Firemen’s (Newark) — 41

Glens Falls —_ 4:/2 53

Great American — 4

Hartford Fire P 20l

Home Insurance — 6%

Ins. Co. of North America__ — 153

Natioral Union — 43&;

New Hampshire —_— ZIA

New York Fire — 4 3/;;

North River 24 —_ 1(1) Y

Phoenix Insurance - M

Providence-Washington ___ : — 4%

St. Paul Fire & Marine.___ —— 33/

Security Insurance 2 = 4 iy

Springfield Fire : o /;

U. S. Fire : &

b i hat the stock hich have sustained
is interesting to note that the stocks which have [

someItolfsthet Iargestg declines such as Continental, deelxty_-Phei]ml)g

Firemen’s (Newark) and Insurance Co. of North America, Po :

substantial amounts of common stocks. Others such as St. ?:d

Fire & Marine which have a large portion of thglr funds mvelsI

in municipals have maintained their market prices very well.

NATIONAL BANK
of INDIA, LIMITED

Bankers to the Government In
Kenya Colony and Uganda
Head Office: 26, Bishopsgate,
London, E. C.

Branches in India, Burma, Ceylon, Kenys

Colony, Kericho, Kenya, and Aden
and Zanzibar

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

The Bank conducts every description of
banking and -exchange business -

Our quarterly comparison
and analysis on

19 leading New York City
Bank Sto_cks

Available on request

Laird, Bissell & Meeds
Members New York Stock Exchange
Members New York Curb Exchange
120 BROADWAY, NEW YORK 5, N. Y.
Telephone: BArclay 7-3500
" Bell Teletype—NY 1-1248-49
(L. A Gibbs. Manager Trading Dept.)

Trusteeships and Executorships
Specialists in Bank Stocks

also undertaken

p://fraser.stlouisfed.org/

Volume 172 Number 4926 . . . The Commercial and Financial Chronicle

Britain’s Increasing Gold Reserve
By PAUL EINZIG L

Noting improved position of Britain’s gold ‘and dollar reserves,
Dr. Einzig ascribes it in part to self-denial of British vorkers
and investors in foregoing increases of wages and dividends and
in’ part to larger volume of exports of Sterling Area countries

to U. S. Foresees further rise in exports of Sterling Area
‘nations, due to Korean conflict.

LONDON, England.—Although it was generally expected that
the gold figures due to be announced at the beginning of July
would show a further increase, the announcement of an increase
by $438 million during the second quarter of 1950 came as a wel-
come surprise, The total is now $2,422 million, _
which is higher -than the amount -of gold and

- dollars Britain possessed before the beginning
of Marshall Aid. The increase, during the sec-

" ond quarter was much-larger than it was, dur-
ing the first quarter. ‘What is even more grati--
fying is that it was due to a much larger degree
to a current surplus on sterling ‘area. trade.
During-the first quarter that surplus was only
$40 million, but during the second quarter it
was $180 million. This in spite of the fact that :
the temporary stimulus due to the'devaluation ¢
must have continued to subside during the %
second quarter. - 3

Beyond doubt, Sir Stafford Cripps has good
reason for being pleased with this result. But
for his efforts to keep down wages and divi- L.
dends in Britain, to restrict imports from 'the Dr.; Paul Einzig
dollar area and to induce other countries of the sterling area to do
likewise, the result would have been much less satisfactory. The
self-denial of British workers and investors who were willing to
forego increases of wages and dividends must be recognized as
an all-important contributory factor to the improvement of the
gold position. - s

Having said all this, it is necessary to face the facts of the sit-
uation with frankness in order to avoid the development of an
unwarranted feeling of optimism about the prospects. First of all,
it is essential to make it plain that the improvement has been al-
most entirely the result of the increase of the volume and value
of sterling area exports to the dollar area. Although the volume of
United Kingdom exports to the dollar area has also increased, ow-
ing to the devaluation of sterling their dollar proceeds has not
changed materially. This is. because the prices of goods ‘exported
by Britain have risen in terms of sterling only slightly, while the
prices of sterling area exports to the United States—especially of

rubber and tin—have risen very considerably. In . the circum-::
stances it must be considered an achievement that the increase

in the volume of United Kingdom exports was at least able more
or less to make up for the dollar_loss caused by the devaluation
of sterling.

As for the increase in the volume of sterling area -exports to
the United States, it is attributable largely to three .factors: (1)
American stockpiling purchases of sterling area raw  materials.
(2) Replenishment of stocks depleted during the period that pre-

* ceded the devaluation. (3) The boom in the United States, leading

to an increased commercial . demand for imported raw materials.
The future of the British gold position.depends on the possibility
of maintaining the volume and value of sterling area exports to
the United States in thé vicinity of its present level.

It is of course impossible to form a firm opinion about the
probable trend of American stockpiling' purchases. Owing to the
international situation, however, it seems probable that they will
continue even if existing strategic raw material reserves in the
United States are high. Indeed, it is conceivable that considerations
of national defense may induce the United States authorities to
increase stockpiling purchases in the near future.

The replenishment of commercial stocks which were allowed
to decline before the devaluation must have been completed by
now. It is true, until comparatively recently the anticipation of a
further devaluation of sterling may possibly have induced some
importers to defer their purchases. During recent months, how-
ever, there has been very little talk of a second devaluation of
sterling, and most people must have realized the futility of defer-
ring imports in anticipation of one, No further demand should
be expected, therefore, through the operation of this factor,

As for the continuation of the boom-like conditions in the
United States, amidst the prevailing uncertainties it is anybody’s
guess. But it seems probable that, once the markets have recov-
ered from the shock caused by the sudden eruption ‘of the
Korean conflict, everything concerned with that war, even on a
minor scale, is bound to-make for an increase of industrial astiv-
ity in the United States as elsewhere. At the same time, the
prices of raw materials are bound to rise further.

All these considerations point to one conclusion—that sterling
area exports to the dollar area are more likely to rise than to fall,
From this point of view a certain degree of guarded optimism
about the prospects of the British gold reserve seems justified. On
the other hand, as far as the balance of payments of the United
Kingdom itself is concerned the prospects are not nearly so favor-
able. With the relaxation of the ban imposed on wages increases,
the cost of production of British manufactures is likely to increase.
What is more important, owing to the international situation re-
armament in Britain will have to be speeded up, which means less
exportable surplus and more imports of raw materials. It remains
to be seen whether the favorable balance of sterling area countries
will be able to offset an unfavorable  change in the trade of
Britain. ) .-

Precisely because of the uncertainty, of the outlook it would
perhaps have been wiser if,-instead of trying to accentuate the in-
crease of the gold stock, Sir Stafford Cripps had aimed at moderat-
ing it through a repayment-of dollar credits to the International
Monetary Fund and to Canada. Such repayments could have been
made conditional on Britain’s ability to draw on those credits again
if necessary to the extent of the amounts repaid. By such means the
increase of the gold reserve shown in. the quarterly statement
would have become less spectacular. As it is, the Government
and British employers will find it increasingly difficult to resist
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demands for higher wages. The
favorable figures will convey the
impression that the problem of
the dollar gap has been solved, so
that there is no longer any need
for intensified effort and self-
denial.

Instead of seeking to conceal
part of the increase of the ‘gold
reserve through repayments of
dollar credits, the Government
has actually increased the amount
of dollar credits during the past
quarter by drawing on the unused’
part of the Canadian ‘credit to the:
extent of $15 million. This was
surely unnecessary in the circum-
stances. There was no justifica-
tion to borrow another $15 million
for the sake of being able to show
an increase of the reserve by $438
million instead of $423 million. It
was sheer window=-dressing which
is likely to prove costly in the
form of grants of wage increases
in face of stronger wage demands.
If instead of borrowing an addi-

tional $15 million the Government
had repaid $100 million the net
gold position—which is what real-=
ly matters—would have improved
to exactly the same extent, -and
the less favorable outward appear-
ance of the gold position would
have strengthened the case against
granting wage increases.

With King Merritt in N. Y.

. Frederick K. McTarnahan. has
joined the staff of King Merritt &
Co,, Inc,, 22 East 40th Street, New
York City,

REPORT OF CONDITION OF

Underwriters Trust
Company -
of 50 Broadway, New' York, N. Y., at the
close of business on June 30, 1950,
Published ‘in accordance with a call made.
by the Superintendent of Banks pursuant

to the provisions of the Banking Law of
the State of New York.

g ASSETS !
Cash, balances with other
. banking institutions, in-
cluding . reserve balances,
and cash items in process
“of coliection
United States Government
obligations, direct and
guaranteed
Obligations of States and
. political subdivisions. 3,8417,728.10
Other bonds, notes, and -
" debentures 2,330,217.79
Loans and discounts
cluding $855 overdrafts) 12,474.784.95 -
Furniture and fixtures_..._ 54,840.64
Other assets f 81,813.67"

$8,601,016.74

13,507,450.64

TOTAL ASSETS $40,897,852.53 .

LIABILITIES

Demand deposits of individ-
uals, partnerships, = and
‘ corporations

Time deposits of individuals,
partnerships, and corpo-
rations

Deposits of United States
Government

Deposits of States and po-
litical subdivisions_______ 9,266,355.12

Deposits of banking insti-
tutions

Other deposits (certified and
officers’ checks, etc.)
TOTAL

DEPOSITS $37,843,712.70
Other liabilities

\

$21,159,907.93

4,679,038.00
292,331.66

371,181.59
2,074,898.31

151,843.27
TOTAL LIABILITIES (not

including  subordinated .
obligations shown below) $37,995,555.97.

CAPITAL ACCOUNTS

$1,000,000.00 .
750,000.00
1,152,296.56 "

Capital t
Surplus fund .
Undivided profits

TOTAL CAPITAL fan 2
COUNTS $2,902,296.56
TOTAL LIABILITIFS AND -
CAPITAL ACCOUNTS.. $40,897,852.5.4

fThis institution’s capital consists ot
common stock with total par value of
$1,000,000.00.
MEMORANDA
Assets pledged or acsigned to
-secure liabilities and for G .
other purposes $4,868,787.07 ,
I, K. W. LANDFARE, Assistant Treasuree -
of ‘the above-named institution, hereby-
certify that the above statement is true.
to the best of my knowledge and belief.
K. W. LANDFARE
Correct—Attest: %

C. W. FORE'L 1 )
P. C. MACNUS Directors
J. B. V. TAMNEY]
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The New Industrial Revolution

By S. A.

LOFTUS

Commander, U. S. Navy, Retired

Contrasting the old industrial revolution with present situation,

Commander Lofius hind; most

significant difference is in who

gets the profits. Powts out in former industrial revolution
owners of businesses kept major share of the profits, whereas

in the new indasirial revom.ion

During the half century be-
tween the invention of tne cotton
gin in 1793 to the invention of the
sewing machine in 1846, the first
Cwa asd, LAU=
roaus and
steam s hips
were built, all
of wnich 1aid
t n e iounda-
tion for t.e
1ndustrial
Revolutiin
which brougnt
undreamed
wealin to tue
enare  civil-
iced world.

Aside from
the genuinely
{free enter-
prise system
and incredibly low taxes on busi-
ness for the eighty-odd years from
1846 to 1929, the most vitally im-
portant factor in favor of the
owners of these enterprises was
the labor situation. For periods as
long as twenty-five years wages
and hours of work were stable.
Strikes were rare and never revo-
lutionary in character and labor
in general must have been con-
tented since their standard of liv-
ing was continually rising.

Today, however, we are faced
with a New Industrial Revolution
which I undertake to -describe.
This New Revolution is probably
the most important factor for
profit or loss which now confronts
the real owners of business enter-
prises, the stockholders, because
this New circumstance, instead of
building up wealth will do just
the opposite, The main ingredient
of this Revolution is the strategy
of the powerful AFL and CIO
labor unions.

Aided and abetted by the New
Deal Administration and Congress
which rode into power in 1933,
this New Revolution received its
baptism by the provisions of the
Wagner Act. Then along came the
Second World War which gave
it a tremendous boost in power,
‘50 great that existing laws for
“the protection of private property
and non-union citizens are held in
contempt by many unions. Start-
ing in the early part of 1946, all
the big union. labor organizations
won their first round of increased
wages, shorter hours, vacations
with pay and other benefits. To-
day we are in the fifth round of
wage increases and other benefits,
with no end in sight.

%

S. A. Loftus

&

Example of a Specific Case

Truly, this is high time to take
stock of whkai hazs Faopened, what
»is transpirir g today and what the
iprobable futire (nnseouences of
‘these victorics of :nion labor over
‘the owners. the cormon stock-
‘holders of the business enterprises
iin our nation.

A specific ¢age whi~h #1lystrates
how one union, the Upited Mine
- Workers, holds tie Taft-Hartley
law and ev¢ "+ Constitution
‘which guaranfecs rrotection to
the rights «f t:¢ nwne s of pri~
vate property i~ crntemnt, ig this
'one described ' e daily press
‘of May 28, 1954, T = anthority for
the facts precenicd is the Trial
Examiner of a [¥~firpal Labor Re-
Jations Board w!ich was eanvened
to try the UMW fo “invasicp and
.seizure” of =iz rnon-u~ion cral
mines in Ke:: vl in Towea 1049
Adn violation ot tLe Taft-Hartley
Law. b
‘' Mr. Ferguscr ‘e Trial Ex-
‘aminer, summar 24 +hoa vattern
‘followed durin« *“r r-n? ~xilg jp
these words. “The UMW force,

union labor takes lion’s share.

estimated at 2,000 men, parked
their motor vehicles along roads
near the mines, marched to the
mine offices and demanded that
the mine otficials call together all
employees. In each instance the
UMW caravan was preceded by
the sheriff of the county in which
the mine was located and a cap-
tain from the state patrol.”
(Above italics are mine.)

“These officers, when asked by
the mine officials, advised the lat-
ter that it would be best to shut
down the mines and summon their
employees in order to avoid ‘vio-
lence and property damage.’ The
mine officials then summoned
their employees. Meanwhile, the
UMW force fanned out over the
property rounding up non-union
men.” (Italics. are mine.)

“The non-union employees,
when assembled, were backed up
against the wall of a building and
surrounded by a solid mass of
UMW men. Thereupon, one or
more union officials addressed
them, | threatening them unless
the employees joined the union
before returning to work. At
some mines the UMW seized the
lunch boxes and coffee jugs of
the non-union miners, ate the
lunches and threw away the
boxes.”

The trial brought out that the
UMW officials described ‘ these
activities as. an gqrganizational
drive to induce the non-union
miners in that territory to strike
and join the union. Mr. Ferguson
stated: “Instead of using conven-
tional and legally recognized
methods of organization, they
adopted this method of invading
the mines in overwhelming num-
bers with all its accompanying
and consequent effects of force,
coercion and compulsion.”

It is true that the UMW was
found guilty ‘of “invasion and sei-
zure” by the NRLB and directed
‘to “post notices promising not to
repeat it, but not until almost one
year after the offense. The sig-
nificant point of this whole affair
was the active support and coop-
eration of duly accredited civilian

law officials in the illegal actions

of the UMW against the owners
of private property.

To those interested in a further
study of the legal protection ex-
tended to union labor, I suggest a
careful review of the. trial last
winter of John W. Lewis by a
Federal Court in Washington,
D.C.

Aims and Objectives of
Union Labor

As to the aims and objectives of
union lebor, there can be little
doubt left in the minds of careful
students as to what they are driv-
ing for and I fail to see any exist-
ing power to prevent their
achievement. Immediately after
the end of the recent Chrysler
strike, Walter Reuther, President
of the UAW, announced plans for
increasing their present $100
monthly pension to $200 in the
course of five years more. The
Seeretary of that Union was cred-
ited in the press with this state-
men: “Eventually, given enough
time, we will take all the profits
of the auto companies.”

More recently, immediately af-
ter the signing of the five-year
contract with = General Motors,
Walter Reuther announced at a
news conference that before the
expiration of the first year, the
UAW will be planning their
strategy for demanding a twelve-
month job and wage guarantee.
Also he said: “The owners of the

auto companies should not charge
fixed but fluctuating prices 1or
tneir product so as to eliminate
peaks and valeys of unemploy-
ment.” In otner words, iiey are
planning to take over tne func-
tions of the owners.

The public optimism over the
General Motors agrecinent stems
from the assumpuon trat toese
increased wages can be passed on
1o the public by higher prices but
this ignores the existing situation
in the coal mining and railroad
industries and the coming serious
competition in the auto industry
when its current extraordinary
boom passes.

The Specific Problem of the
Owners

To simplify what the New In-
dustrial Revolution means to the
owners I will cite the hyothetical
case of one owner, one mechanic
and one machine tool. Tnis tool
cost $100,000, and in normal times
the wages of the mechanic were
$4,000 and the owners profits
$6,000, annually, a return of b%
on his investment.. Along comes a
boom similar to the existing one
and the profits of the owner
doubles to $12,000 which the
mechanic knows about, so the lat-
ter demands and receives wages
of $8,000 plus a five-year con-
tract for that amount based on
the prosperity period of the busi-
ness cycle. Then, when normal
times return we find that the
owner must content himself with
only a 2% return on his invest-
ment, or $2,000, This makes it
clear that the only possible
source of additional wages, pro-
viding that efficiency of manage-
ment and productivity’ of the
mechanic remain unchanged, is
from the owner’s share of the
profits.

Final Result of the New Industrial
Revolutien

It appears clear that union la-
bor has set out to achieve two
main objectives. which they are
making no attempt to keep secret.
First, to take most all the profits
of corporations for the wunion.
Second, to take over the control
and management of the corpora-
tions regardless of the rights of
the owners. ;

Those wise ‘persons who read
“Hitler's “Mein Kampf” were not
misled by the Munich “peace-in-
our-time” agreement, (similar to
the recent five-year contract be-
tween the UAW and GM), since
Hitler almost accomplished every-
thing he wrote in his book. Today,
those who study carefully the an-
nounced aims of union labor need
have little doubt as to what the
New Industrial Revolution will
mean to the owners of our pri-
vate corporations.

The significant difference be-
tween the Old and the New In-
dustrial Revolution is this: in the
former, the owners kept the ma-
jor share of the profits; in the
latter, union labor will take the
lion’s share.

King Merritt Adds

(Special to THE Fm»\xymn CHRONICLE)
LOS ANGELES. Calif.—Ivan M.
Steele is with King Merritt & Co.,
Inc., Chamber of Commerce Bldg.

Merrill Lynch Adds

.(Speclal to Tue FINANCIAL CERONICLE)

OAKLAND, Calif.— Robert A.
Barton has been added to the
staff of Merrill Lynch; Pierce,
Fenner & Beane, 1319 Franklin
Street.

Joins Milton Powell

(Special to TaE me;:tu CHRONICLE)
PASADENA, Calif—Robert L.
Johnson has joined the staff of
Milton C. Powell Co., Security
Building. . sty >
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Connecticut Brevities

Hamilton "Standard division™ of
United Aireraft Corporation has
developed an eigh.-bladed  pro-.
peiler fqr use on high-powered
gas turbine engines developing
over 5,000 horsepower. The pro-
peller actually consists of two
four-bladed propellers, one in
front of the other on a dual shaft,
which are geared to rotate in op-
posite directions. This propeller,
which will soon be delivered to
the Navy, will make it possible
to deliver two to three times the
thrust of any turbo-jet engine
presently in production.

* * #

Directors of Phoenix State Bank
& Trust Co. and Park Street Trust
Co. have voted to recommend
merger of the two banks under
a plan whereby stockholders of
Park Street will receive 1% shares
of Phoenix and $75 in cash for
each share. Stockholders of both
banks will meet in July to vote
on the proposal. If approved, the
merger would be effective as of
the close of business on Sept. 29.
Park Street Trust would then be
operated as a branch of Phoenix.

* * #

Peter Paul, Inc., has announced
plans to start construction early
in 1951 of a $3 million plant at
La Grange, Ill. The new plant
will contain 218,000 square feet of
floor space, larger than any of the
company’s four other plants. Ex-
pansicn of facilities at the main
plant in Naugatuck, Conn., which
is scheduled for completion July
24, will increase production capac-
ity 50%.

* #* *

Waterbury Battery Company,
one of the major manufacturers
of batteries for railway crossing
signals -and general industrial
uses, has moved its operations
from Waterbury to Plainville. The
new plant consists of four build-
ings, which are more modern and
better adapted to the company’s
operations. The Plainville plant
was purchased from Trumbull
Electric Manufacturing.

* * #

Connecticut Cabinet Corp. has
acquired Cron-Kills Co., Inc., of
Piqua, Ohio, producer -of bedroom
furniture; and. will convert its
plant. to production-of television
and radio console cabinets. In
addition: to its main plant at Mys-
tie, Conn., Cabinet has a plant at
New Albany, Ind. The three
plants will have a capacity of over
2,000 cabinets a day.

* % *

Landers, Frary & Clark Manu-
facturing Co. plans to move its
plastice division from Plainville to
the main plant at New Britain,
where it will occupy space for-
merly used by the cutlery divi-
sion. The plastics which the com-
pany molds are used on its appli-
ances and hardware lines. The
Plainville plant will be sold.

* # #

Directors of Riverside Trust
Company of Hartford and Peort-
land Trust Company have ap-
proved plans for a merger of the
two banks. Stockholders will meet
Aug. 3 and, if approved, the
merger will be effective on Sept.
28. Prior to the merger Riverside
plans to increase its capital from

$300,000 to $375,000 through rights
on a one-for-four basis at $30.
Portland will have a similar in-
crease at $25 a share, to increase
its capital from $100,000 to $125,~
000. The plans of merger call tor
an exchange of each share of Port-
land into a share of Riverside.
The new bank will have a capital
of $500,000 and a surplus of $800,-
000. Portland Trust will become
a branch of Riverside.
% E g *
Pitney-Bowes, Ine., plans to
construct an addition to its plant
at Stamford, which will provide
a 17% increase in floor space. The
company stated that new orders
in 1950 were running 20% ahead
of the same period in 1949.
# £ Ed
Yale & Towne Manufacturing
Company announces the purchase
of a plant at Berrien Springs,
Mich.,, from Clark Equipment.
The company plans to move its
door-closer and lock division from
Chicago to the new plant, which
will commence operations Sept. 1
with 400 to 500 employees.

Joins Clyde C. Pierce

{Special to THE FINANCIAL CHRONICLE)
JACKSONVILLE, Fla.—Harold
M. Van Husan has become asso-
ciated with Clyde C. Pierce Corp.,
Barnett National Bank Bldg.

J. A. Rayvis Adds

(Special to THE FINANCIAL CHRONICLE)

MIAMI, Fla—Benjamin L. Bird
has been added to the staff of
J. A. Rayvis Co., Inc., Langford
Bldg.

With Waddell & Reed

(Special to THE FINANCIAL CHRONICLE)

MIAMI, Fla.—Charles J. Powers
is now with Waddell & Reed, Inc.,
of Kansas City, Mo.

Florida Secs. Co. Adds

(Special to THE FINANCIAL CHRONICLE)
ST. PETERSBURG, Fla.—Wil-
liam H. Hatfield has become affil-
iated with Florida Securities Co.,
Florida National Bank Bldg.

‘Merrill Lynch Adds

(Special to THE FINANCIAL. CHRONICLE)

ST. PETERSBURG, Fla.—Paul
B. Good has:been added to the
staff of Merrill Lynch, Pierce,
Fenner & Beane, 568 Central
Avenue,

PRIMARY MARKETS IN

Hartford and
Connecticut Securities
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Ford's Approach to Beiter
Colleclive Bargaining

By KARLTON W. PIERCE*

Manager, Industrial Relations Planning Department,
Ford Motor Company

Ford Motor official, holding in spite of its many faults, collec-
tive bargaining is good instrument for solving labor-manage-
ment problems, asserts it can be effective only when “we have
freedom to work out our own solutions.” Descr.bes Ford nego-
tiation procedure, and deplores “fact-finding” interference in

labor-management relations.

Wants businesslike approach

in collective bargaining.

~Just how do national negotia-
tions between a large company
and a large, powerful union work?
What really happens in these
closed meet-
ings?

A cartoon I
saw " recently
gives an idea
of how our
work probably
looks to many
people. Three -
little boys,
dressed in war
outfits—paper
helmets,
wooden"
swords, and
tommy guns,
were just
standing
around look-
ing bored and dejected, their
wooden swords dragging on the
ground. One of the little boys was
saying to the others, “This playing
war isn’t very exciting—let’s play
labor-management.”

Those of us who are sitting on
the national negotiating commit-
tees sometimes feel a small war
would be a lot less strenuous than
what we’re doing. Many exciting
crises occur in the labor negotia-
tions of a large company, but
what I want to talk about today
is an approach to collective bar-
gaining which is an attempt to get
away . from the old blood-and-
thunder union negotiations where
power alone is king—the power of
the labor leaders of a large and
strong union versus that of a com-
pany. I feel that a more mature
busiress-like approach would be
far better for the companies, the
unions, the public, and the eco-
nomic well-being of our country.

Before getting into just how we
at Ford try to follow a mature ap-
proach, I'd like to mention—as
background — a couple of basic
points in our philosophy toward
coilective bargaining.

First, we believe that collective
bargaining, in spite of its many
faults, is a good instrument for
solving management-labor prob-
lems in industry. It has not al-
ways worked smoothly—some-
times it hasn't worked at all.
That’s true of many other things
in the world, but it is not a sound
reason to condemn them. The
same thing might even be said of
our form of government—that it
doesn’t always operate the way
we’d like it to—but we certainly
don’t condemn the whole demo-
cratic system just because of that.
: During the past 15 years, both
companies and employees have
found free collective bargaining
a flexible and useful instrument.

Karlton W, Pierce

_ T think it is proving itself a sound
technique—we just have. to learn.

to use it.

You'll notice that I said free
collective bargaining. We won't
learn to use the technique better
if either labor or management is
to rely on Government “fact-find-
ing” 1o settle disputes. When Gov-
ernment steps in, we no. longer
have real collective bargaining.

The issues are no longer-subject
to unhampered settlement - be-:

tween the iwo parties and there is
no real meeting of the minds.

Pierce before the

*Address by Mr.
C., June

Civitan Club,. Washington, D.
27, 1950.

gitized for FRASER
| p:/ffraser.stlouisfed.org/

Collective bargaining can con-
tinue {o be a useful device only
so long as we have the freedom to
work out our own solutions.

So much for our general views.
Now, as to how we try to use a
better approach to free collective
bargaining than. the old power

“methods:

Behind the Scenes Approach
In this approach much goes on

- behind the scenes in our.company

that the public doesn’t hear about.
The crises' that make the head-
lines involve only a very, very
small ‘portion of the time we

¥ spend on negotiations,

Much of the time, perhaps most
of it, is spent on careful prepara-
tion for negotiations before the
collective bargaining ever starts.
We feel that, no matter how well
qff a company is in its labor rela-
tlpns, it cannot afford to play a
hit or miss game at the bargaining
table. If it is to follow the mature
approach to bargaining, it must
be thoroughly prepared.

Some unions recognized this
need for preparations some time
ago. Many of the large unions,
like the United Automobile Work-
ers, have large research and anal-
ysis staffs to prepare the union
side of the picture. They enjoy an
advantage in this because they
can use much the same material
in bargaining with each of the
many companies with which they
have contracts,

. At Ford, our company prepara-

tions for bargaining are a year-
round affair in many respects.
Within the company we continu-
ally collect from our more ‘than
100 plants, parts depots, and sales
o_ffzces located in 28 States statis-
tics on wages, hours worked, pay-
rells, employment, employee age
and length of service, absentee-
ism, labor turnover, strikes and
work stoppages, employee griev-
ances, emp loyee disciplinary
cases, accident rates and others of
that nature. Our analyses of
these statistics give us a pretty
good picture of Ford’s internal
trends on these quantitative
things which will come up 1n
negotiations.

Wg: a_lso gather statistics on a
continuing basis from outside the
company on many of these same
subjects. -Analysis of these data
in conjunction with our own Ford
statistics makes useful compari-
sons of the entire automobile
industry, other industries, and the
national picture with Ford’s own
situation. We also analyze such
things as the cost of living in rela-
tion to Ford wages and wages
elsewhere.

Current negotiations and bar-
gaining trends of other automobile
companies and companies of other
industries are followed the year
round. Developments around the
country usually have an impor-
tant bearing on what the union
demands and attitudes will be at
Ford. Much as we dislike this
“me too-ism,” it seems to be up-
permost in the thinking of the
large unions. We feel very strong-
ly that collective bargaining
should bea matter for each indi-
vidual company to handle based
on its own situation. So-called

“pattern” settlements should not-
“be pushed onto companies by

unions without regard for differ-

ences between the
companies. -

We try to predict probable
union demands by continually
following Ford union newspapers
and periodicals and those of the
International UAW and other
large unions around the country.

Pending and proposed legisla-
tion which may affect our nego-
tiations is also studied. Proposed
revisions in the Federal Social Se-
curity law, for example, had a
very important bearing on our
pension negotiations last summer,

To attempt to keep informed on
what our 145,000 employees are
thinking, we conduct employee
opinion surveys, usually with the
help of an outside .opinion survey
consulting firm. Of course, we
have other important planning
uses from these opinion surveys.
Measurement of employee morale,
through employee opinion sur-

" veys, is the most positive means
we have of evaluating the effect
of industrial ' relations. policies
and programs.and their adminis-
tration . by . the supervisors. In-
formation obtained. from. -em-
ployee -opinion, .surveys -enables
Industrial Relations. to make fu-
ture plans in terms of past re-
sults.

In our 1947 negotiations with
thé United Automobile Workers
an example of what can happen
when union leaders are too far
out of touch with the wishes of
the employees they represent oc-
curred. The national union bar-
gaining committe wanted a pen-
sion plan, and Ford offered one
because we felt it was needed at
Ford. However, the union com-
mittee was split in its views, so
we offered two alternate settle-
ment packages—one with a pen-
sion plan and a wage increase,
the other with no pension plan
but a larger wage increase. The
union leaders signed the two al-
ternate settlements but were cer-
tain the employees would choose
the one with the pension plan. In
the ratification vote, the em-
ployees turned down the pension
plan in favor of the larger wage
increase.

Of course, as the time for na-
tional negotiations draws near,
our planning and analysis ac-
tivity steps up. We study pre-
vious union statements and tac-
tics which might be used again.
We prepare special studies on the
costs of anticipated union de-
mands such as wage increases,
group insurance plans, paid holi-
days, changes in the vacation
plan, night premiums. overtime
pay, number of union representa-
tives in the shops and other such
material.

Aside from the economic issues,
the contract on working condi-
tions and’' day-to-day ‘relations
with the union and employees is
open in some of the national ne-
gotiations, as it was last year, This
contract is a -book of over 100
pages, so you can see that it in-
volves a lot. of bargaining when-
ever it is'opened. ‘In preparation
for this, proposed. company
changes in the contract are pre-
pared along with arguments for
the changes. Also, anticipated
union demands for changes are
studied and arguments developed
against those that are not reason-
able.

Months in advance of the actual
negotiations last year a ‘“pre-ne-

- gotiations” committee was set up

- with representatives of the Fi-
nance Office, Legal, Manufactur-
ing and other departments, in ad-
dition to the Industrial Relations
staff, to review the preparations
and to make recommendations to
the top policy executives of the
company. These top policy people
study. the recommendations and
we are then in a position to enter
the negotiations on an informed,
well-prepared basis.

individual

Negotiating Teams
" Finally the company negotiat-
ing team is selected, and the pre-
negotiating ' committee is dis-

banded. Of course, several people
on the negotiating group had been
members of the pre-negotiating

study committee. Most of the ne- °

gotiating team are from the In-
dustrial Relations staff. The ne-
gotiating committee is headed by
the Vice-President-Industrial Re-
lations. From time to time we
call upon other company spe-
cialists, ‘such as a representative
of the Finance staff, and outside
consultants in other fields of tech-
nical advice or assistance on spe-
cific problems. For example, our
consulting actuary was of eonsid-
erable assistance to our negoti-
ators in our discussions of retire-
ment plans last year.

‘We try each year to get 'the
union to agree to small negotiat-
ing teams of no more than six
people on each side. We {feel
that a small group can get the
job done on a more business-like
basis. - However, each year, thus
far, the union has still insisted on

'a large committee of 15 to 18 on

their side.

The results of the extensive
planning and resarch were: fur-
nished to each member of the
company negotiating committee in
the form of several bulky note-
books for their use in the bar-
gaining sessions. Last year one
of these books contained statisti-
cal analyses of the types I de-
scribed earlier, another covered
pensions—analyses of plans likely
to be proposed and those in ex-
istence elsewhere, the effect of
Federal Social Security at the
time and in the future, and other
general background information.
One covered the same sort of
thing on group insurance plans.
Still another contained general in-
formation on our contract nego-
tiations and those of other com-
panies, 2

This material, of course, in-
cludes’ much more information
than “is actually used. But the
big value of such information is
the ready reference use for any
problem which might be reason-
ably expected to arise. Many of
the facts provide ready proofs to
refute unreasonable arguments.

(257) 13

This is one sure way-to limit long-
winded arguments. vy ™

Preparation of this sort for bar-
gaining pays oif not so much in
single aramatic incidents as it
does in the attitude of confidence
of the company negotiators and in
countless little ways. that might
eventually add up to stalemate or
success.

As to the actual meetings, our
national negotiations with the
UAW usually start out with two
or three half-day meetings a
week. We meet on neutral
grounds, usually in a Detroit
hotel. The frequency of meetings
soon steps up to above three all-
day meetings per week, with a
break of a couple of hours at
lunch time to give both the com-
pany and union teams a little
time by themselves to plan posi-
tions and tactics, .. .. & 3
. The next stage in the changing’
pace of bargaining with the UAW
is to increase the meetings to four,
or five days a week. Then, after

“several weeks or 'months of bar-

gaining, the hot tempo comes—
daily sessions running day and
night six or seven.days a week.
Under this UAW pattern this cul-
minates, after several days of al-
most no time off for sleep, with
a final session of 24 to 36 hours of
continuous. bargaining, when even
meals are often skipped.

This, I should emphasize, is a
description of what has happened
in the past—not the way we think
it ought to be. This heavy meet-
ing schedule seems to be a ritual
with some large unions, a part of
the show for the benefit of “the
constituents” to show how the
union leaders “squeezed the last
possible o'nre” from the com-
pany. Actually we sometimes
come out with practically the
same settlement that could have
been reached a;week or so earlier
without the “ritudl” sessions, Per-
sonally, I feel that we could reach
settlement in a- much more busi-
ness-like fashion by a lighter
schedule of meetings and more
time for the narties to have by

Continued on page 25
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Mutual Funds

By ROBERT R. RICH

Sales-Redemption Ratio Continues Decline

The ratio of mutual funds’ sales to repurchases dropped sub-
stantially in the second quarter of 1950, continuing the decline
which began in the fourth quarter of 1949,

All three groups of funds have been declining steadily since
the third quarter of 1949. The .bond and specialty funds’ group
had sales only 1.1 times repurchases this last quarter, compared
with 2.38 in the third quarter of 1949. The common stock funds’
group, which has shown the greatest decline, was in much the
same position, with sales only 1.34 times repurchases for the
second quarter of 1950, compared with a ratio of 6.39 in the third
quarter of 1949. )

Balanced funds’ sales were 3.17 times repurchases this last
quarter, compared with a ratio of 7.05.

4

Ratios of Sales to Repurchases, By Quarters™
January 1, 1949, to June 30, 1950
No. of Funds 2nd Qtr. 1st Qtr, 4th Qtr, 3rd Qtr. 2nd Qtr. 1st Qtr.
Fund Group In Group 1950 1950 14549 1949 1949 1949
Common Stock 43 134 258 371 639 6.12 .4.23
Balanced 27 3.17 454 510 ' 7.05 5.74 ;548
Bond & Specialty 26 1.10. 148 161 238 158 1.72

*Figures are number of times sales exceed repurchases.

One possible, and palatable explanation, is that repurchases,
which have been rising, were for profit-taking, and sales, which
have been declining, were less because of investors’ “price re-
sistance” during the boom which recently halted. s

If this thesis is correct, then mutual fund investors are more
astute than the average investor, who “buys high and sells low,”
according to the well-worn and questionable cliche of the
“Street.” Such an argument implies that mutual fund sales do
not follow closely the general pattern of stock-buying on the ex-
change, which is higher during “bull periods” than during the
quiescent slumps. It alsg attributes a remarkable degree of om-
niscience to mutual fund investors, who decrease their -buying
rate and increase their selling rate just before the top of the
boom, |

In view of these improbable implications, it might be better
to search for alternative explanations.

One such explanation is that mutual funds may have reached
the end of an “easy selling” period in their growth. Dealers—
and the Funds themselves—may have to be more imaginative and
more aggressive in their selling approaches.

In a competitivé economy—as ours is in the main—it is only
common sense to recognize that men exert-‘themselves in diree-
tions in which the reward is greatest. Dealers will only make ef-
forts in selling mutual funds’ shares commensurate with the
rewards,

The answer to this situation is plain. Since increasing the
sales load is impossible in many- specific cases, because of the
legal requirements, the only solution is to make it easier for
dealers to sell mutual funds. One such example is the Mutual
Fund Institute’s imaginative program of investment education for
women. Another example is an article by A. C. Munderloch,
entitled “Organizing Your Sales Talk,” which appeared in a
recent issue of Investors Diversified Services “Broadcaster.” This
article managed to be both instructive and interesting.

More basic is the problem of the distributive mechanism in
the mutual funds’ industry. Can liaison between the dealers and

Open-End Statistics — June 30, 1950

96 Open-End Funds
(000’s omitted)

6-30-50
$1,000,665
608,337
506,917

Total Net Assets
3-31-50
$1,019,136
587,941
512,378

12-31-49
$942,952
540,932
489,663

6-30-49

$718,140
423,733
394,360

43 Common Stock Funds..
27 Balanced .Funds
26 Bond & Specialty Funds

96 Total
Szles

$2,115,919  $2,119,455 $1,973,547 $1,536,233

' 2nd Quarter 1st Quarter 1st 6 Mos. 1st 6 Mos,
1950 1950 950

1949
$68,228

55,033

37,256

43 Common Stock Funds..
27 Balanced Funds ______._
26 Bond & Spezialty Funds

96 o $123,416

$47,579
43,540
32,297

$60,640
46,800
32,916

$140,356

$108,219
90,340
65,213

$263,772

$160,517

Repurchases
2nd Quarter 1st Quarter 1st 6 Mos,
1950 1950 1950
$35,458
13,734
29,214

1st 6 Mos.
1949

43 Commen Stock Funds..
27 Balanced Funds _______
26 Lond & Specialty Funds

. $23,510
10,319
22,202

$56,031

$58,968
24,053
51,416

$13,397
9,818
22,492

96 Total _..___________

Net Sales

$78,406 $134,437 $45,707

2nd Quarter 1st Quarter 1st 6 Mos.
1950 1950 1950
$37,130
36,481
10,714

$84,325

1st.6 Mos.
1949

43 Common Stock Funds__
27 Balanced Funds ...___.
26 Bond & Specialty Funds

$12,121
29,806
3,083

$54,830
45,216
14,764

$49,251
66,287
13,797

96 Total $45,010 $129,335  $114,810
1st 6 Mos.

2nd Quarter 1st Quarter 1st 6 Mos.
19, 1949

50 1350 1950

New York Stock Exchange
Volume (No. of shares—nat
dollars; 000's omitted). .._

125,496 116,393 251,889 112,401

Figures compiled by

3 National Association of Investment
Companies.
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the Funds be improved? What is
the correlation between sales load
and total net assets? In other

loads have larger total assets than
those with no sales load? How
much base sales and market re-
search is being done by the Funds?
This column will try to answer
some of these questions. The
Funds themselves can answer the
last one.

Business Shares
Position Explained

On June 23, just prior to the
sharp break in the market,
American Business Shares had
44.5% of its net assets invested
for capital stability: 39.3% in
United States Government bonds
and cazh and 5.2% 'in high-grade
corporate bonds —all preferred
stocks had been eliminated.

From June 23 to July 7, the
value of this capital stability
section declined only three one-
hundredths of 1%, while the
stock market, as measured by
Standard & Poor’s 90 Stock In-
dex, declined 7.7%. As a result,
the net asset value of the common
stock of American Business
Shares, Inc. declined only 4.5%
in tke period.

Of even greater interest are the
procedures in arriving at the
amount of securities held for cap-
ital stability on June 23. It was
not accomplished by attempts to
buy common stocks just before
short-term rises or sell common
stocks just before declines, but
rather from the shifting of com-
mon stocks to bonds as stock
prices moved into higher ground.
The Company’s procedure is illus-
trated by the following table
which shows the percentage of its
net a:sets invested fcr capital
stability at the end of each month,
beginning July 31, 1949.

1949

Aug. Sept, Oct. Nov. Dec.
29%  21% 34% 35% 34%

1950

Jan. Feb. Mar. April May June
38% 40% 40% 44% 44% 41%

The increase in the capital sta-
bility section from June 23 to
June 30 resulled from the decline
in stock prices and not {rom
changes in the portfolio, an auto-
matic result in. a balanced fund.

Principally by sales of com-
mon stocks to increase the capital
stability section, the Company
realized net security profits of ap-
proximately $1,150,000.

July
33%

Fund Purchases Exceed
Sales in Break

The National Association of
Investment Companies announced
the results of a survey of pur-
chases and sales of securities by
leading mutual funds during the
recent severe break in prices in
the week ended June 30. The
survey, covering 64 of the larger
mutual funds having total net
assets of more than $2,000,000,000
on June 30, revealed that the dol-
lar value of portfolio securities
purchased by the Funds was more
than twice the dollar value of se-
curities sold.

Purchases of portfolio
rities  (excluding governments)
during the week ended June 30,
when the Dow, Jones averages
declined by almost 7%, totaled
$13,822,000, or more than double
sales of $6,228,000, resulting in
net purchases of $7,594,000.

Total redemptions by share-
holders of these Funds were $8,-
161,000, or less than four-tenths
of 1% of total net assets. These
redemptions were more than off-
set by the sale of new shares in
the amount of $8,953,000. Sales
of new shares thus exceeded re-
dempticns by $792,000.

Wellington Approach
To Be Cautious
Wellington Fund in a special

memorandum on its investment

secu- g

policy reported that its common
stock ratio is just under 60%
and that its cash. and government

. words, do funds with high sales bond reserve is a little above 20%

of assets.

The policy of the $125,000,000
Fund at this time, it was stated,
is emphasizing income and con-
servation of principal in the be-
lief that emphasis on apprecia~

tion in view of the Korean inci-
dent would involve undue spec-

ulative risk.

“We believe,” the memorandum
stated, “we should maintain a
long term viewpoint so that the
weight of the portfolio is on: a
sound long range basis, even
though war may temporarily be
depressing, It would be unwise
to become  over-weighted with
doubtful or speculative securities
which may temporarily be in a-
war-benefited position. We have
not reduced our holdings in sound
comparies with good long-term
outlook. We have added very
moderately to our holdings of
transcontinental railroad stocks
as well as several railroad bonds.”

Reviewing Wellington’s policy,
the memorandum noted that the
Fund has been moving in a eau-
tious direction during the last
several months “because the
stock market had risen to a level
high enough ‘to  call for in-
creased conservatism.” Common

Joins William S. Beeken

(Special to THE FINANCIAL CHRONICLE)

WEST PALM BEACH, Fla.—
Edgar W, Porter, Jr., is now con-
nected with William S. Beeken
Co., Harvey Bldg.
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stock ratio, it was pointed out, f§

had been reduced from a peak of
approximately 65% to 61.7% by
June 25 betore the outbreak of
war, and new additions to port-
folio were predominantly high
quality securities of companies in
a strong trade position.

Affiliated Repays Debt

Affiliated Fund, Inc. repaid the
last $6,uU0,000 of iis borrowed
money cn June 15, it is revealed
in its third quarter report. There
were $4,000,000 in loars out-
standing at the end of 1949.

On.July 6, the Company had
net asseis of $98,680,081, or $4.23
a share, compared with net assets
of $88,514,179, or $3.88 a snare at
the ena of its last fiscal year, Oct.
31, 1949.

National Shares Reports

Net asset value of National
Shares corporation c¢n June 30,
1950, au.ounted .to $28.63 per
share according to the corpora-
tion’s semi-annual report to be
issued to shareholders July 15.
This compares with $25.03 per
share on June 30, 1949, aad $29.26

per share on March 31, 1950. The -

corporation has £:0,000 saares of
capital siock outstanding. Net
assets on June 30, 1950, totaled
$10,309,505, based on market
quotations' on that date, com-
pared with $9,011,861 on June 30,
1949, and $10,533,859 on. March
31, 1950.

Commnuion stocks held by the
corporation constituted 80.2% of
total assets on June 30 last. Cash,
U. S. Government obligations and
receivables represented 15.4%
and pre.erred stock 4.4%.

Wall Street Grows

Wall Street Investing Corpora-
tion on June 30, 1950, had net
assets of $1,909,430, equal to

$10.83 a share on 176,257 shares-

of outstanding stock, according to
the semi-annual report for the
half year. These compared with
net assets of $1,499,830, or $10.43

. a share on 143,172 outstanding

shares, on Dec. 30, 1949. Invest-
ments in stocks on June 30, 1950,
comprised 78.3% of net assets
while 21.7% of net assets was in
cash and U, S. Government se-
curities.

Texas Fund
Increases Capitalization

Shareholders of Texas Fund,
Inc., have voted to increase the
authorized capitalization of the
Fund from 500,000 to 5,000,000
shares, and to ratify an amend-
ment to the Investment Advisory
Contract between the Fund and
its advisors to provide that pay-
ments made under the contract
be paid at the end of the Fund’s
fiscal quarter.

At the meeting, held July 12,

- 127,707 shares were represented.

* tions,

Funds Assets Increase

Net assets of 96 open-end or
mutual funds were $2,115,919,000,
compared with $1,973,547,000 six
months earlier and $1,536,233,000
a year ago, according to the Na-
tional Association of Investment
companies’ report.

Sales of new shares by the 96
mutual funds amounted to $263,-
772,000 for the first six months of
1950, and net sales, after redemp-
were $129,335,000. Gross

- and net sales for the same period
* last year were $160,517,000 and

$114,810,000, respectively.

Hamilton Funds Offers

Hamilton Funds, Inc., Denver,
Colo., July 11 filed a registration
with the Securities and Exchange
Commission covering 1,000,000

" shares of Series H-C7 and 1,000,-

000 shares of Series H-DA. The
Hamilton Fund Periodic Invest-
ment Plan is offering $12,000,000
face amount of Hamilton Fund

_ Periodic Investment Certificates,

Series H-DA. Underwriter is

" Hamiltcn Management Corpora-
- tion of Denver C_olorado.

i
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Public Utility Securities

By OWEN ELY

Outlook for Heavier Taxes Emphasizes Div. Payout

__ The recent market decline, particularly in its latter stages, hit
utility stocks more heavily than most other groups—apparently

because of fears of drastic effects of any increase in Federal tax- . - .

ation on utility earnings. It is of course difficult to generalize, since
Federal income taxes vary somewhat with different companies in -
relation to net earnings for common stock. However, an increase _
in the corporate tax rate from 38% to 41% (as envisaged in the
recent tax bill passed by the House, but dropped by the Senate)
would reduce electric utility earnings available for common stock
about 4-5%, it is estimated. An increase to 45% would mean a °

loss of some 10-12%, and with a

jump to 50% (about the highest

rate considered possible), earnings for common stocks might be re-

duced some 18-20%.

There has been scme fear.that excess profits taxes will be re-
imposed (as in 1940-45) as a partial substitute for high income
tax rates. This tax was extremely complicated in its application
and it is to be hoped that it will be modified and simplified if it
again comes into use. The utilities are heavily bonded as com-
pared with most industrial companies, and would again be hurt if
they were allowed a return on only half their funded debt, as
previously. Some of the holding companies like General Public
Utilites might fare very well however, by using the invested capi-
tal basis and employing the high original acquisition costs of their
properties (in cash or securities) in the 1920 markets.

Many utility stocks now yield almost as much as a year ago be-
fore the bull market started: while they haven’t lost all their bull
market gains, earnings and dividends are higher, in many cases,

than a year ago. In selecting utilities for purchase at this time,
it might be worth while to pay special attention to companies
which are paying owt a relatively low proportion of earnings (the

average payout is about 70%).

The accompanying table lists

larger electric utilities (with revenues of over $25 million) which
are paying out less than 70% of their earnings and which might
therefore be better able to maintain present dividend rates déspite

any sharp increase in taxes.
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‘“Nickel Fare'’ Decision May Make
- New Jexsey Utilities Unpopular

By JOHN DIXON

Writer attacks recent decision of Supreme Court of New. Jersey

--ordering a reduction of fare from 7c to 5c on bus line subsidiary -
of Public Service & Gas Company in New Jersey. Says order’

will adversely affect securities of N. J. utilities.

The Supreme Court of New Jer-
sey recently ordered Public Serv-
ice Coordinated Transit (bus sub-
sidiary of Public Service Electric
& Gas) to reduce its basic fare
from T¢ to 5¢ “forthwith,” and the
company hastily complied. The
increased fare had been allowed
by the Board of Public Utility
Commissioners in 1948 to offset a
substantial wage increase.

Using the rate base as allowed
by the Board, the company is
earning about 8%. But the Su-
preme Court, by eliminating over
$17 million intangibles in the rate
base, derived a rate of return of
over 12%, which it held to be
“manifestly extortionate and un-
reasonable.” The Court did not

. question that the $17 million rep-

resented money invested by the
company in properties “acquired
at arms’ length bargaining.” With-
out making the point very clear,
it adhered to the theory of “orig-
inal cost when first devoted to
public service,” and did not even
allow inclusion of that portion of

. plant acquisition adjustments

Of course, theoretically, all utilities should be able to recoup

any substantial loss in earnings by charging higher rates.

How- .

ever, many state commissions are slow to act or reluctant to grant .
increases, for one excuse or another—state politics and the “party |
line” are sometimes a factor. Hence it seems safer to count on

current excess earnings as a “bird in hand” so far as protection of .

present dividend rates is concerned.

Stocks of Large Electric Utilities With Less-Than-Average
Dividend Payout

_ 7-13-50 Div.
Price

Duke Power

Florida Power & Light____
Houston Light & Power..
General Public Utilities_._
Indianapolis Power & Light
West Penn Elec. __.____._
Texas Utilities

Louisville G. & E
Philadelphia Elec. ...
Detroit Edison

Public Service of Colorado
New England Elec. System
Central & South West____
So. Calif. Edison

New England G. & E
Cincinnati G. & E

Ohio Edison

Consol. Edison of N. Y.__.
Carolina P. & L

Penn. Power & Light
Southern Company
Niagara Mohawk Power___
Northern States Power____
Middle South Util
Northern Ind. P. S

Gulf States Util

90
16

5 1.10

%
Yield

4.5

Share Price-Earn. Div.
Earn. Ratio Payout

$8.79 102
222
3.96
2.07
2.78
3.12
223
3.10
2.01
1.96
2.30
1.30
1.45
3.19
1.45
2.82
3.12
2.47
3.06
244
1.21
2.08
1.05
1.63
2.05
1.74

Rate
$4.00
1.20
2.20
1.20
1.60
1.80
1.28
1.80
1.20
1.20
1.40
0.80

5 0.90
2.00
0.93
1.80
5 2.00
1.60
2.00
1.60
0.80
1.40
0.70

-3
3

1.40
1.20
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‘Nichols Gov. of
NY Stock Exch.

Emil Schram, President of the
New York Stock Exchange, has
announced the election of Thomas
S. Nichols as a Public Governor of
the Exchange.
Mr. Nichols is
Chairman of
the Board and
President of
Mathieson
Chemical
Corp., and
President and
a director of
Mathieson
Building Corp.
His other di-
rectorates in-
clude Bigelow
Sanford Car-
pet Co., Balti-
more National
Bank, U. S. Fidelity and Guaranty
Co. of Baltimore. He was nomi-
nated by Mr. Schram,

Thomas S, Nichols

The other Public Governor of
the Exchange is Gale Faulconer
Johnston, President of the Mer-

cantile-Commerce Bank and Trust-

Co., of St. Louis, elected last year.
Following nine years association

with E. I. du Pont de Nemours & .

Co., Mr. Nichols was elected Vice-,
President and director of Prior
Chemical Corp. During World
War II, Mr, Nichols was a member
of the Chemical Bureau of WPB,
and Chairman of the Sulphuric
Acid Operating Committee,
well as a member of the Harriman

Mission to London for the State.
Department and a member of the.

Technical Industrial Disarmament
Committee. He became the head

of Mathieson Chemical Corp..in-

1948.

With Shillinglaw, Bolger
(Specia) to THE FINANCIAL CHRONICLE)

CHICAGO, Ill.—Albin G. Swan-

son is now associated with Shil--
linglaw, Bolger & Co., 120 South"

La Salle Street.

as-

which is being amortized by per-
mission of the SEC ($6.5 million).

In the past the State of New
Jersey has been one of the “fair
value” States, the rate base of any
utility being fixed by taking into
account various factors of value
such as those mentioned in the old

. Smyth vs. Ames decision of the
. U. S. Supreme Court.  According

to a study of State Commission

_ regulation made by the Federal

Power Commission in 1948, only

., eight- States specifically use

straight original cost in deter-

. mination of the rate base. Others
. use prudent invesiment, repro-

duction cost, reasonable historical

. cost, fair value, “all elements con-

sidered,” etc. If the New Jersey
Supreme Court adheres to the

. view- expressed in the bus deci-

sion, it now appears that New Jer-
sey must be added to the small
list of “original cost” States. How-

. ever, the Court left the door open

slightly by holding that the “bur-
den of proof” was on the company
to show that the $17 million
should be included.

While the Court did not def-
initely state what it considered a
{air rate of return, a figure of 5%
was mentioned, and current “low
money rates” were also referred
to, The Court also stated that the
rate should be high enough to
enable the utility to raise mnew
money. But this idea was not im-
plemented by analysis or discus-
sion. Did the Court assume that a
transit company could go into to-
day’s market and obtain money
through .new security offerings at
an over-all rate of 5 or 6%? That
would seem to be the assumption.
If so, the Court has sadly con-
fused the transit business with the
electric power business. And even
the electric power companies
would have difficulty now in fi-
nancing on an over-all 6% basis—
practically all stock financing has
been postponed since the “war
scare” struck the market.

Even the best transit company
stocks sell on a high yield basis—
the average is about 11%. Stocks
of large companies like National
City Lines and Greyhound Corp.
sell to yield 10-13%, although
their dividends are being earned
by a fair margin. Cost of equity
financing would, therefore, be
well above 10% even without the
war scare.

The Court talks about “low
money rates” but it apparently
made no check as to whether

transit companies can issue bonds.
Most of them don’t have many
bonds left outstanding—the indus-
try is such an irregular earner
that it must finance largely on an
equity basis, although some equip-'
ment trust financing can be done.
Public Service Coordinated Tran-|
sit’s debt is only $6.6 million, com~
pared with the stock equity 0}]
$27.3 million; the mortgage bonds,
bearing rates of 4% to 6%)
were issued many years ago. Mos1
transit bonds sell on a high yield
basis—the average for 14 issue:
was 7.7%, according to the latest
compilation by Standard & Poor’s.*
Obviously the industry doesn’t
enjoy very high credit. The New!
Jersey Supreme Court shouldll
have explored the question of:
“fair return” more carefully if it
expects the Public Service bus;
company to do future financing;
on the earnings from a nickel fare,

The main contention by the
Supreme Court of New Jersey
was that the Board of Public Util-
ity Commissioners had been de-
linquent in using the book figures
supplied by the bus company. Ap-
parently they felt that a good case
should have been built up, either
by the company or the Board, for
using some rate base figure in ex-
cess of original construction cost.
Also they criticized the Board’s
failure to examine- into certain
joint expense items of the parent
electric-gas company and the bus
company. At the conclusion of its
June 27 decision the Court set
aside the increase and ordered the
cose “remanded to the public util-
ity commissioners . . . to the end
that an adequate rate base and
a permanent rate may be estab-
lished . . .” Thus it now seems
up to the Board to convince the
Court that “original cost” is an
impracticable rate base in this in-
stance, if the people of New Jer-
sey want a soundly-financed,
healthy bus system.

*Bond Selector, Industry Groupings,
page 17 (June 28, 1950).

Joins Barrett Herrick
(Special to THE FINANCIAL CHRONICLE)
CHICAGO, I11.—Frank W. Beyer
is now affiliated with Barrett
Herrick & Co., Inc. of New York.

Joins Howard, Labouisse
(Special to THE FINANCIAL CHRONICLE)
NEW ORLEANS, La.— Martin
A. MacDiarmid has become asso-
ciated with Howard, Labouisse,
Friedrichs & Co., Hibernia Bldg.

With Eaton & Co.

(Special to THE FINANCIAL CHRONICLE)

BOSTON, Mass. — William M.
Rackemann has been added to the
staff of Eaton & Howard, Inc.,
24 Federal Street,

" Hooper-Kimball Adds

(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Harry A.
Saunders is with Hooper-Kimball,
Inc., 35 Congress Street.

King Merritt Co. Adds

ALLENTOWN, Pa.—Richard_ H.
Timberlake, Jr., is now with King
Merritt & Co., Inc.

With Townsend, Dabney

(Special to Tug FINANCIAL CHRONICLE)

MANCHESTER, N. H—Richard
S. Andrews has been added to the
staff of Townsend, Dabney &
Tyson, 28 Victoria Street. :
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NEWS ABOUT BANKS
AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.

CAPITALIZATIONS

The nomination by President
Truman of Oliver S. Powell, First
Vice-President of the Federal Re-
serve Bank of Minneapolis, to the
Board of Governors of the Federal
Reserve System is annouaced by
Roger B. Shepard, Board Chair-
man of the Minneapolis bank. Mr.
Powell’s nomination, which is for
the unexpired portion of the term
left vacant by the death of Gov.
Lawrence Clayton, ending Jan. 31,
1952, was sent to the Senate on
July 12. Mr. Powell has been
with the Federal Reserve Bank of
Minneapolis since 1920 and has
been its First Vice-President since
1936. He was born in South Da-
kota, educated at the University
of Minnesota, and was assigned to
the Petrograd Branch of the Na-
tional City Bank of New York at
the time of the Bolshevist revolu-
tion in 1917. Escaping from Rus-
sia via Siberia, he returned to the
United States to become a naval
officer in World War I.

I I

The Chemical Bank - & Trust
Company of New Ycrk announced
on July 13 through its President,
Harold H. Helm, that it has leased
space for a new branch office at
100. Park Avenue, the new 36-
story, air-conditioned office build-
ing recently completed on the site
of the old Murray Hill Hotel. The
announcement stated that the new
branch would contain a total of
about 15,000 square feet of street
floor, hasement+ and mezzanine
space at the southwest corner of
Park Avenue and 4lst Street,
Arthur Collins, of Brown, Harris,
Stevens, Inc., was the broker in
the transaction. The new branch
will be designed along modern
lines by Walker & Poor, archi-
tects. Construction work is sched-
uled to be completed in time to
permit the new office to be
opened for business before the end
of the year. Full banking facili-
ties will be provided. The first
skyscraper to be erected in the
Grand Central area since the
1930s and one of the largest post-
war office building projects in the
country, 100 Park Avenue wag de-
signed by Kahn & Jacobs, archi-
tects.

* * *

Philip A. Roth of New York
has been elected a trustee of Title
Guarantee & Trust Co. of New
York, according to an announce-
ment by Barnard Townsend, Pres-
ident.

* * %

James T. Lee, President of
Central Savings Bank of New
York announced that the appoint-
ment of David J. Gamache as As-
sistant Manager of the bank’s 14th
Street Office has been approved
at a meeting of the Board. of

Royal Bank of Sco*land

Incorporated by Royal Charter 1727
HEAD OFFICE—Edinburgh

Branches throughout Scotland

LONDON OFFICES:

3 Bishopsgate, E. (. 2
8 West Smithfield, E. C. 1
+ 49 Charing Cross, S. W. 1
Burlington Gardens, W. 1
64 New Bond Street, W. 1

TOTAL ASSETS
£156,628,838

Associated Banks:
Glyn, Mills & Co.
Williams Deacon’s Bank, Ltd.

Trustees. Mr. Gamache, who
started in the employ of the bank
in 1928 as junior clerk, has served
in many capacities in the Deposi-
tors’ Department.

* * %

The County Trust Co. and The
Citizens Bank, both of White
Plains, N. Y., were merged on
July 11 as stockholders of both
institutions met and ratified the
merger proposal announced by
the banks’ directors on May 18, to
which reference was made in our
June 1 issue, page 2273. Accord-
ing to Andrew Wilson, Jr., Chair-
man of the Board of County Trust,
The Citizens Bank at 130 Main
Street will operate as the Citizens
Qffice of County Trust. John
Burling, formerly President of
The Citizens Bank, will become
Assistant Chairman of The County
Trust Co., and will make his head-
quarters at the Citizens Office
which will be manned by former
members of the staff of the Citi-
zens Bank. With the additional
assets acquired from the Citizens
Bank, the total resources of The
County Trust Co. will exceed
$165,000,000, with over $10,000,000
in capital funds. June 30th state-
ments issued by both banks
shewed the following resources:
Citizens Bank, capital, $568,000;
surplus, $534,520; deposits, $15,-
855,027. County Trust, capital,
$4,824,800; surplus, $4,224,381; de-
posits, $136,518,486. Stockholders
of the Citizens Bank receive $180
per share, under the agreement
worked out to effect the merger,
it is stated.

William W. Post, formerly Sec-
retary and Treasurer of The
County Trust Co., will become
Vice-President and Secretary and
Raymond A. Mieczkowski, for-
merly Assistant Secretary-Assis~
tant Treasurer, will be promoted
to the post of Treasurer. In addi-
tion, Charles W. Hallock, Elwood
W. Cromwell and Isaac Carpenter,
Jr., Vice-Presidents of Citizens
Bank, now join the officers’ staff
of County Trust with titles and
responsibilities similar to those
held with The Citizens Bank. Wil-
liam E. Ackroyd and John C.
Holmes will assume duties and
responsibilities similar to those
which they had with Citizens, L.
Ward Prince, a former director of
The Citizens Bank, now joins the
Board of Directors of County
Trust in addition to John Burling.
All present members of The
County Trust Board of Directors
will continue in the same capacity.
The Citizens Bank was founded in
1907. Mr. Burling was elected
President in 1927. The County
Trust was founded in 1903. In
1947 it consolidated with the
Washington Irving Trust Co. and
the Bank of Westchester.

* * *

In accordance with arrange-
ments heretofore referred to in
these columns the consolidation
was effected as of June 30 of the
East Hartford Trust Co. of East
Hartford, Conn., (common capital
stock $200,000), with the Hartford
National Bank & Trust Co. of
Hartford, (common capital stock
of $5,150,000). The weekly Bul-
letin of the Officer of the Comp-
troller of the Currency notes that
the consolidation was effected
under the charter and title of the

Hartford National Bank & Trust -

Co.; the initial capital stock of
the consolidated bank will be $5,-
500,000, consisting of 550,000
shares of common stock, par $10
each; the initial surplus will be
$5,500,000, with initial undivided
profits of not less than $3,000,000.

Our last previous reference to the -

consolidation appeared in these
columns June. 22, page 2583.
* * *

A merger of the Portland Trust
Co. of Portland, Conn. with the
Riverside Trust Co. of Hartford,
Conn,, has been recommended by
the directors of both institutions,
and meetings of the stockholders
will be held on Aug. 3 to act on
the plans. If approved, the merger
will become effective Sept. 28.
The plans call for increases in the
capital of both institutions, it is
learned from the Hartford “Cour-
ant” of July 7, which said:

“Preliminary to action on the
plan for merging, stockholders of
both banks will act on recommen-
dations to increase their capital
at meetings to be held the same
day. Capital of the Riverside
Trust Co. will be increased from
$300,000 to $375,000 by issuing
new shares in ratios of one new
share $25 par for each four shares
held at $50 a share, adding $75,000
additional to surplus.

“Stockholders of the Portland
Trust Co. will be asked increase
capital from $100,000 to $125,000
in the same ratio and at a pre-
mium of $25 a share, adding $25,-
000 to surplus. The merger will be
accomplished by exchanging one
share of Portland Trust for one
share of Riverside Trust. With
consolidation approved the River-
side Trust will have capital of
$500,000 and surplus of $800,000.
Total resources will be about $17.5
million.”

The Portland Trust was organ-
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ized in 1925 by a merger of the
then First ‘National Bank of
Portland and the Freestone Sav-
ings Bank.

Oliver B. Ellsworth is President
of both the Riverside Trust Co.
and the Portland‘Tru*st Co.

Advices in the Newark “Eve-
ning News” of July 7 to the effect
that control of the Ampere Bank
& Trust Co. of East Orange, N. J.
has been acquired by “interests
close to Fidelity Union Trust Ce.”
of Newark, were said to have been
confirmed at the Newark bank.
From the “Evening News” we also
quote:

“It was said by spokesmen for
Horace K. Corbin, Fidelity’s
President, that operations and the
name of the bank would be un-
changed for the present. Eventu-
ally, it is expected, the bank will
become the Ampere branch of Fi-
delity.”

The same paper reported that
there are 5,000 shares ($50 par) of
Ampere bank stock. Frank C»
Ferguson, its President, on July 3
sent out letters to his stockholders
telling of an offer at $130 a share.
He said in the letter that owners
of 75% of the stock had agreed.

* * *

As of June 23 the capital of the
First National Bank of Norwood,
Ohio, was increased from $400,000
to $500,000 by a stock dividend of
$100,000.

* * *®

Announcement is made by the
directors of the Fert Wayne Na-

Continued from page 8

NSTA

Notes

those not traveling on the special trainv but who wish fo avail
themselves of the day’s planned tour in Washington, the cost will

be $12.50 per person.

The complete Convention program will be published and re-
leased to the membership the latter part of August.

AD LIBBING

John W. Bunn

George Placky

Presenting John W. Bunn, Stifel, Nicolaus & Co., St. Louis,
and George Placky, L. J. Schultz & Co., Cleveland, O. Both are
Presidents of their local organization and are members of the
National Security Traders Association Advertising Committee.

Last year Cleveland was one of the affiliates that received a
participation in our gross receipts which was due largely to their

securing of corporate ads.

Our National Secretary, Mort Cayne,

has initiated this outside advertising drive and we are gradually
getting support throughout our whole membership. We are con-
fident that George Placky will top last year’s volume. I am sure
Mort, in spite of his many other duties, will give you a helping

hand.

John Bunn has represented St. Louis before on the National

Advertising Committee and we

doing a swell job again this year.

know we can depend on John
With the many large industries

local to St. Louis, we’re hopeful that John will close some con-
tracts with some of the national advertisers among them. Inci-
dentally, I have seen sincere loyalty by our St. Louis members
when out-of-town. For instance, when ordering beer, they in-

variably ask for “Bud.”

Concerns in this category are good

advertising prospects for our Convention issue of the “Chronicle.”
John, Teg, Ed Jones, Hank Richter and others will undoubtedly

lend you a hand.

I hope to advise-our membership shortly on the standing of

each affiliate with business closed to date.

In the meantime, a

little more effort on each one’s part will do no harm.
Through Bill Boggs, I have learned Johnny O’Neill has had a

slight illness and is confined to his home.
temperament and his dynamic personality letters from his NSTA
associates would surely be welcome.

Ave., Baltimore 14, Maryland.

Knowing Johnny’s

His address: 2707 Gibbons

HAROLD B. SMITH, Chairman
NSTA Advertising Committee
Pershing & Co. )

120 Broadway, New York City

P. S—Ed Welch sure did a remarkable job with his first

memo on the Convention.

tional Bank, of Fort Wayne, Ind.,
of  the death of Frank J. Mills,
Vice-President of the bank on
“July 12, Co

% * %

The dividend rate on the capital
stock of La Salle National Bank
of Chicago was increased by ac-
tion of the directors at their meet-
ing on July 13 from $1 per share
semi-annually, to $1.50 per share.
The dividend is payable 75 cents
per share on July 17, 1950 to
shareholders of record July 14,
1950 and 75 cents per share on
Oct. 16, to shareholders of record
Oct. 13. Resources of the bank
reached a new high on June 30 of
$85,522,625.97 it was pointed out
by Laurance Armour, Chairman.
John C. Wright, is President. In
its July 15 issue the Chicago
“Journal of Commerce” stated
that Arthur J. McConville has
been elected Vice-President and
William G. Dahl, Trust Officer of
the LaSalle National Bank.

A consolidation, effective as of
June 30, of the Central National
Bank of Topeka, Kansas, and the
Central Trust Company of To-
peka, is announced by the Office
of the Comptroller of the Cur-
rency; it was effected under the
charter of the Central National
Bank, and under the title of the
Central National Bank & Trust
Company of Topeka. The initial
capital stock of the consolidated
institution will be $750,000, com-
prised of 50,000 shares of common
stock, par $15 each. The initial
surplus will be $750,000 while the
initial undivided profits will be
not less than $350,000.

The stockholders of the First
National Bank of Shreveport, La.,
having approved plans to increase
the capital of the bank from $1,-
500.000 to $2,000,000 by a stock
dividend of 33% % (or $500,000)
the new capital became effective
June 28. The plans called for the
transfer of $500,000 from undi-
vided profits to capital incident to
the stock dividend.

The United States National
Bank of Portland, Oregon, has an-
nounced a proposed 20% stock
dividend. The action was taken
at a meeting of the directors
on June 30. The proposal is sub-
ject. to the approval of the stock-
holders at a meeting called for
Aug. 11, and to the approval
of the Comptroller of the Cur-
rency it was stated by E, C. Sam-
mons, President of the bank. The
plans contemplate distribution of
100 000 shares of stock to stock-
holders on the basis of one addi-
tional share of stock for each five
shares now held. It is the inten-
tion of the directors to maintain
the present rate of dividend of
$2 per share annually on all shares
issued. This would mean the
stockholders would receive an in-
crease in dividends of 20% be~
ginning with the dividend to be
issued Oct. 1, 1950, if the proposed
action is approved. To finance the
proposed stock dividend, the bank
would transfer $4,000,000 from its
undivided profits account which is
in excess of $14,000,000, of which
$2,000,000 would go to capital and
$2.000,000 to surplus. Present
capital structure is 500,000 shares
at $2C par, or $10,000,000 and an
equal amount of surplus. Under
the new program, if approved, the
bank’s capital would be $12,000,~
000; surplus $12,000,000; undivided
profits in excess of $10,000,000, In—
cident to the announcement of the
proposed stock dividend, interest
rate on savings deposits was in-
creased 50%, according to Presi-
dent Sammons. The rate has been
increased from 1% to 1% % on
savings accounts under $10,000
and to 1% on that portion of de-
posits in excess of $10,000.

Joins Walston, Hoffman

(Special to THe FINANCIAL CHRONICLE)

BAKERSFIELD, Calif.—Frank
E. Warner is with Walston, Hoff-
man & Goodwin, 1706 Chester St.

pitized for FRASER
p://fraser.stlouisfed.org/
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Dotk Vice-Pres. of
‘Albert Frank Agency
George bock, Jr. has been

elected a Vice-President of Albert
Frank-Guenther Law, Inc., adver-

tising, it was announced by Em-
£ ¢,  mett Corrigan,

the Board of
the agenty.
Mr. Dock, who
joined the
agency ;. last
fall, previous-
~ly had been
engdaged in
newspaper re-
porting-and in
finane¢ial -and
industrial
sales = promo-
tion and pub-
lic relations
work, He had
- been asso-
ciated with Halsey, Stuart & Co.
Ine., investment bankers, and Ful-
ler & Smith & Ross, advertising.
He was director of public .infor=
mation for the Federal Home
Loan Bank Board in Washington,
D. C, in 1933-36 and is author of
“Constructive Customer Relations
for Banks,” published by the
American Institute of Banking.
Mr. Dock has contributed articles
to the Encyclopaedia Britannica
and various magazines and. news-
papers. He served as a pursuit
pilot in the Lafayette Flying
Corps in World War 1.

. 2w
Ganova Quits Treasury
. Sy - ws

Te Join Cohon Co.
. Thomas A. D. Canova has re-
signed his appointment as Deputy
Director with the U. S. Treasury
Department’s Savings Bonds Di-
vision for New
York where
he served as
bond sales
promotion
and public
liaison repre-
sentative dur-
ing several
national and
local cam-
paigns. This
has been made
public by the
announce-
ment that Mr.
Canova is now
associated
with the firm
of Mcrris Cohon & Co., 42 Broad-
way, New York City, to manage
their over-the-counter trading

department, effective July 15.
Well known in Wall Street in-
vestment,” banking and over-the-
counter. circles for many years as
a securities specialist and trader,
Mr. Canova was formerly with S.
J. Rutberg & Co. and previously
in charge of the Government Bond.
and Investment Department for
Schroder Rockefeller & Co., Inc.
He is a member .of the Security
Traders Association of New York.

Tyson & Co Adds
Happ to Staff

- PHILADELPHIA, Pa.— Henry
Joseph Happ, Jr., has become as-
sociated with the investment firm
of Tyson & Co., Inc., Lewis Tower
Building, as a registered represen-
tative, it has been announced.

. Mr. Happ is a graduate of La
Salle College where he specialized
in Business Administration and
majored in finance and economics.
During World War II he fought
with the Eight Air Force and was
awarded the Purple Heart. He is
g recipient of the Certificate of
Merit from the Young. Men’s
Christian Association for out-
standing service in 1948,

George Dock, Jr,

Thos. A. D. Canova

gitized for FRASER

p:/[fraser.stlouisfed.org/

Chairman of

Television Growth
National Industrial Conference Board study reveals output of
sets is outrunning estimates. Says a record high output of 1.6
million sets has been produced in first quarter of 1950. Fur-
ther growth of TV service seen hampered until late 1951 be-
cause of FCC's freeze on new stations.

- Television production has grown
up “‘even faster than indicated or
expected six months ago,” accord-
ing to-an-analysis ‘just completed
by the-National Industrial Confer-
ence Board. )

" In-November, 1949, the Radio
Manufacturers Association thought
that . 1950 - production would be
about 3.7 million sets. In Febru-
ary, the figure was raised to 4.5
million, and now the Radio Man-
ufacturers Association has stepped
up its estimate of ‘this year’s video
set output to about 5.35 million.

1950 Television Set Output

Television set . output for the
first quarter of this year reached
a-record high of 1.6 million sets.
“This peak culminates the climb
that brought TV output up to
more than 1.3 million in the last
quarter of 1949, By contrast, out-
put for the whole first three quar-
ters of 1949 was only about 1.8
million.” The analysis notes that
“first-quarter business was bol-
stered by several factors—a heavy
run of Christmas orders carried
over into 1950, a series of price
cuts in January, the veterans’ div-
idend, ete.”

At the start of 1950, “there were
about four million sets installed.
More : than six million sets are
now in use, and by the end of
the year the figure is expected to
reach approximately 9 million (on
the basis of the latest Radio Man-
ufacturers Association production
estimate).”

Seasonal Dip Appears
A steady decline in retail sales
of sets has, it is noted, set in since
the beginning of April. A seasonal
slackening in demand starting in
spring and. running through the

2z summer “has come to be expected”

since the experience of 1949.
“However, the seasonal dip this
year came sooner and was some-
what  sharper than was counted
on. While retail sales of TV sets
are slill well ahead of last year,
in the past month or two they had
been running, in some instances,
as much as'50% below the high
March levels.”
" However, the analysis continues,
“only a slight letdown in produc-
tion appears likely as a result of
this seasonal dip in demand. For
the industry expects fall demand
for sets to be bigger than ever.
Hence, TV manufacturers do not
want to make too drastic cuts in
production lest they find them-
selves short of supplies when de-
mand picks up again in the fall.”
The “spectacular showing” -of
the. first three months, according
to the Board, reflects in part the
sizable price reductions made in
January, which ranged from 15%
to 20%. “Summer price cutling
has already. begun and another
average slash in prices of 15% to
20% is expected to be completed
this month (June). It is hoped
this will stimulate fall sales.”

. Mass production and price cuts
in recent months have raised
hopes in the industry that tele-
vision ultimately “might open up
markets as wide as radio’s.” (There
are 80 million radios in operation,
including car radios, portables,
and other more-than-one-per-
family sets. A picture like that
for TV “would seem to lie far in
the fulure.”)

~With markets “somewhat lim-
ited for some time by technical
factors” of broadcasting, the in-
dustry. “at the moment. seems o
be over the hump of its produc-
tion growth.,” It is thought that
new quarterly output records may
well yet be set this year and next.
“But the percentage gains from
one peak to the next may be small

until new markets -are 'created
with ‘the opening -of additional
stations. At such time, another
surge in output may be forthcom-=
ing.” . .
The Optimistic Side

Some _ of . the more optimistic
men in the industry envision con-
siderable expansion of production
next year. They. foresee possibili~
ties of an early go-ahead signal on
new stations, and of reducing sta-
tion-building time to less than a

year. “This would,’ of course, ex-."

pand the TV-service market dur-
ing 1951. On that basis, some ex-
pect that output in 1951 might

run as high as 10 million sets if-

no snags develop out of the intro-
duction of a color system.”

But the market for television
sets cannot be expected to. grow
much, if at ail, until the end of
1951, according to the analysis.
The hasis. for this condition. “lies

primarily in the Federal Com-.

munications Commission freeze”
on building new stations.’ )

Factors in the Way
Even if the FCC freeze were
lifted in the next few months, the
analysis points out, expansion of
the television market “will be re-
tarded because construction of a
new station takes many months.”
Station-building  time has been

{igured at 12 to 18 months.

Television Coverage

Television service is now avail-
able to 60 metropolitan areas.
These cover about 23 miilion farn-
ilies on the basis of a 40-mile
broadcasting range. ‘But trans-
mission has been found to be quite
satisfactory up to 50 or 60 miles.
Thus, as many as 28 million1 fam-
ilies could be served.”

Figured on the narrower-mar-
ket base of a 40-mile broadcasting
radius and only three-fourths of
the covered families as potential
buyers, the expected nine million
sels in operation by the year-end
“would mean a staturation of more
than half” the market. “If it can
be assumed that three out of every
four families of the 28 million in
the 50-to-60-mile radius are po-
tential buyers, the 9 million sets
in use would. comprise about two-
fifths of the market.”

Should 1951 production run to
6 million or 7 million  sets—the
first quarter 1950 rate—“it would
mean saturation of another quar-
ter or third of the potential mar-
ket next year. It would raise
saturation, by the end of 1951, to
about 75% of the 21-million fam-
ily market that can now get and
afford television service. Right
now, for example, fully one-third
of the families in the New York
City viewing area already have
TV sets.”

Color Television

As for color television, the FCC
still has made no choice ,among
the competing systems bidding for
approval. The earliest date any-
one has mentioned for mass pro-
duction of color-television sets is
mid-1951. “When it comes, it may
involve only additions of equip-
ment to existing sets and not the
obsolescence of bhlack-and-white
receivers.”

With Hamilton
Management

(Special to THE FINANCIAL CHRONICLE)

DENVER, Colo.—C. Harry
Jones, Paul Montag, Arnold F.
Tacha and William R. Woods, Jr.,
have been added to the staff of
Hamilton Management Corpora=-
tion, Boston Building.”

i
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‘ecasting

By ROGER W. BABSON |

Mr. ﬁai)épﬁ »\:vqnis'q_chgrt_s_, use& in forecasting “may fool

people,” because they require

“upside-down” reading in - pre-

dicting future change in trends. Holds “rage for pensions may
. be good thing for stockholders as well as wage earners.”

Forty .years. ago this. week I
compiled my: famous Babsonchart
—upon - perfecting- which I have
since .spent nearly - one. million

= dollars. It has

been used by
tens. of
thousands of
‘bankers,
‘manufaes
" turers, mer-
.chants. .a n.d

investors t o

forecast busi-

ness” cand i-

tions.. When

reading this
chart, how-
ever, it is

necessary -t o

realize that it

forecasts
L ¥ “danger” when
it is registering the highest pros-
perity, when stocks are going up
and when full: employment ex-
ists. This “upside-down” reading
is what fools people.

LooRaane s vm glaaten

Roger W, Ba'lison’

Don’t Be Fooled By Prosperiiy

Hence, when a crash comes,
there is no public warning; it
comes as a terrific. “bolt out of
a clear blue sky” to most busi-
nessmen. In my forty years I
have seen six of these, one in
1907, 1914, 1921, 1932, 1937 and
1942. When the next one comes it
will again appear as a great sur-
prise to 95% of the people, espe-
cially ' young. businessmen who
have never been seriously caught
before.

The future ot many businesses
depends' very. largely on keeping
in step with the market trends.
Today there are many good argu-
ments for continued good busi-
ness. Among these are the infla-
tionary pressure, and the military
expenditures, . and . the civilian
supplies which we are . sending
abroad. But, when I think of our
consumer - installment : indebted-
ness, of the homes which are be-
ing bought with almost no down
payments, and of the attitude of
labor leaders I am bearish.

As I look back, however, over
the last forty years I find that
bankers have usually been too
early in their forecasts both of
prosperity and of gloom. This
means that they have turned bear-
ish a year or two before the bear
market really came, and also
turned bullish a year of two too
early. Hence, I discard both the
opinions of optimistic young busi-
nessmen, and of older pessimistic
bankers, but I am content to wateh
my Chart. '

Employ More Young People

On the other hand, every suc-
cessful business needs vigorous
and optimistic young people as
well as conservative oldsters. Sta-
tistics on business failures will
show that disasters have. come
when either the executives were
all young or all old. This is very
important to remember. It means
that business firms to be success-
ful should. have their executives
consist of both young and old—
as well as men and women,

Younger people have more en-
ergy, are more susceptible to new
ideas and do not become set in
their ways as we older ones do.
This is especially important at the
present time as our nation is in a
truly New Era which we older
ones do not like but which the
younger ones—who knew not the
“good old days’—are adjusted to
and are content with. One more
thing for me personally to think
over in this connection: When re-
cently going cver my record of in-
come these past forty years I find
that—even before taxes—it was at

its maximum when I was only 50
years old. Apparently,” I have:
been slipping a littlé ever since!l .
This should be a warning to mid-
dle-aged readers! oLl

Tmportance of Pensions . -
. The above makes me’ believe '
that the rage for pensiohs may be -
a good thing for stockholders as':
well ‘as for wageworkers. Unlike :
many wage increases, which
come wholly out of the stockhold-
ers or those who purchase the
factory’s products, . this is not se
with contributory pensions: Pen- -
sions may be an excellent invest- -
ment for the company because
they should keep the organization
virile and give the younger and
more efficient ones something to
look forward to. P
- In my column next week I will °
discuss how the Present Outlook
appears to me. This will be after
a' trip to New York consulting -
some very important people. Read
it carefully. It will be short- but -
will represent much work on my
part, ;T e ¢
1. ne g
To Study Process of
L] A L
Business Decisions

The actual process by whieh
businessmen make major deci-
sions will be the subject of a study
financed by a grant of -$18,500
from. the Merrill Foundation for
Advancement of Financial Knowl-
edge to Yale University, it was an-
nounced by Winthrop H. Smith,
President of the Foundation and
Managing Partner of Merrill
Lynch, Pierce, Fenner & Beane,

The study of business decisiom
making will be conducted by Dr.
Lloyd G. Reynolds, professor of.
economics and director of gradu-
ate studies in economics, and Dr.
John P, Miller, processor of eco~
nomics, at Yale, In announcing °
the gift, Mr. Smith explained that
the study would be conducted by
iritensive
management executives in a se-
lected list of companies.

“One of the main purposes of
the study will be to build a fae-
tual foundation on which econo- *
mists can construct a. more ac-
curate =~ economic = theory,” Mr.
Smith said. “It is the hope of the
Foundation that the work of Pro+-
fessors Reynolds and Miller will
provide both professional econo-
mists and businessmen with new
understanding of how business de-
cisions are actually made in such
realms as plant expansion, prod-
uct and process changes, market—
ing tactics, finance, pricing and
wages.”

Professors Reynolds and Miller
said that the main significance of:
the study “will be to increase pub~
lic understanding of the dynamics
of business enterprise. It will alse,
we hope, help to close the gap
which now exists between busi—
ness practitioners and university
scholars. There is no doubt that
many academic economists have
lived too far from reality, and
have based their theorizing om -
faulty assumptions about business
behavior, This situation can be
corrected only through a patient
and determined effort by econo—
mists to understand what goes om "
in business, and a willingness on
the part of businessmen to share
their experience with responsible
scholars on a confidential basis.”

Robert Bowers Adds
(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo.— Albert M.
Lane, Jr. has been added to the
staff of Robert D. Bowers & Co.,
Cooper Building,

interviewing ' of key
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Stirling Pariner in
Belts, Borl2nd Co.

CHICAGO, Ill.—Louis J. Stir-
ling has been admitted to general
partnership in Betts, Borland &
Co., 111 South La Salle Street,
members of
the New York
and Midwest
Stock Ex-
changes. Dur-
ing the past
ten years, Mr.
Stirling nhas
been Resident
Manager of
the Chicuago
office of

. Hirsch /& Co.
Stephen W.
Bachar andad
Rodney M.
Berg, both of
whom have
been associ- ,
ated with Mr. Stirling for many
years, have also joined Betts, Bor-
land & Co.

Betts, Borland & Co., whose
business was founded in 1896 un-
der the firm name of Alfrel L.
Baker & Co., are members ol the
New York and Midwest Stock Ex-
changes and associate members of
the New York Curb Exchange.

Mr. Stirling's admission to the
firm was previously reported in
the “Chronicle” of July 6.

Glore, Forganfo
Admit Many Pariners

Glore, Forgan & Co., members
of the New York Stock Exhange,
will admit eight new partners to
ithe firm on Aug. 1. Located in
Chicago office, 135 South La Salle
Street, will be Hyde Gillette,
James P. Jamieson, E. Cummings
Parker, Charles S. Vrtis, and Al-
fred C, West. Charles J. Hodge,
Thomas D. Mann, and Paris Scott
Russell, Jr., will be in the New
York office at 40 Wall Street.

Underwood Appoinis
Three Vice-Presidents

DALLAS, Tex.—R. A. Under-
wood & Company, Inc., Mercan-
tile Bank Building, has announced
the appointment of three Vice-
Presidents: Jack Morris and Tom
DuBose in the Municipal Depart-
ment, and William E, Bilheimer,
Jr,, in charge of the Cornoration
Department.

Louis J. Stirling

0.8
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*x * %
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Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR.

A moving market, with a good tone and a tendency to be buoy-
ant at times in certain issues, seems to be the current characteristic
of the government market. All of this, however, is taking place

within the recently established trading range, which has not been-

very wide. No great divergence from this established area is ex-
pected over the near term. Investors have been quite active in
acquiring the longer Treasuries, especially the restricted obliga~
tions. Nonetheless, the bank issues have not been left aside en-
tirely, despite reports that volume in these securities has not been
as heavy as in the non-eligibles.

The tap bonds, reportedly limelighted by the 2%s and the
Vics, were the market leaders in’ volume and activity. There was
‘scattered buying in the other restricted obligations. The bank
bonds were again paced by the 225 with the 2%s also being well-
taken. Some of the attention was taken away from the lqngest
eligibles by the rather substantial buying'that took place in the
shorter-terms. The 13s of 1954 and the 1'%s of 1955 were the lead-
ers of the near-term group.

Ineligibles in Heavy Demand

Demand for the ineligibles continues to be very subsgantial,
and Federal last week had to dispose of these bonds in a big way
in order to keep prices from going up. The war scare has stepped
up buying of all Treasuries, because it is felt that interest rates will
tend to stabilize, if not ease somewhat. This seems to be a logical
conclusion to draw, at least until there is more time to see what
will happen in the Far East. For the time being, there is no doubt
the initiative for what will take place in the government market
belongs to the Central Banks. The control of prices and yields
will still remain with Federal although there may have to be mod-
ifications of the current policy, if institutions should turn out to
be heavy sellers of the tap bonds.

Substantial Liquidation Forecast

Some money market followers hold that institutional owners
of Treasuries, especially the ineligibles, may have to liquidate
substantial amounts of these’ securities in the near future. This
would be done to take up other investments which they have
been committed to, but which have not been paid for yet. The
amount involved cannot be accurately estimated, but it is be-
lieved in some quarters to be rather sizable. To be sure, with
this kind of liquidation Federal would pull away from the market
as a seller and let outside interests take over. If the investment
demand of other institutions should not be ‘sufficient to absorb the
securities that are being disposed of, what would the Central
Banks do? Would prices be allowed to go lower because of the
temporary selling? On the other hand, if Federal should want the
market to be stable, during the crisis, they ‘might have to alter
the current policy and take on some of the issues that are being
let out.

One thing is sure: the dealers, which have been whipsawed
so many times by the action of the authorities, are not going to
be lending support to a market which is showing declining ten-
dencies. They will wait and see if a real bottom canr be picked
before positions will be taken in the issues which  might be under
pressure.

Short-Terms Attracting Attention'

The short end of the market continues to attract attention
from' a growing number of government security buyers; The de-
sire for more safety during these uncertain times is bringing
greater volume into specific near-term issues. The certificates are
appealing to quite a few more industrial concerns with surplus
funds. ‘'The 1954 and 1955 maturities are being well bought by
deposit banks, large and small. There has even been a fair amount
of non-commercial bank buying of these two maturities. The
1952/54s, which have not been as glamorous as they have been
in the not too distant past, have again assumed a more important
role in the picture.

The partially-exempts are being well taken as they come into
the market with good-sized orders being reported for the 27%s.
Nonetheless, the 1960/65 is still the fair-haired one, and the mid-
west deposit banks have been after this issue in a. big way re-
cently. It has taken patience and no little perseverance to get the
amounts wanted, but reports indicate considerable progress has
been made without affecting the price too much. A fairly good-
sized switch by a non-bank holder helped the situation to some
extent. - .

{ Eligible Taxables Moving Higher

The eligible taxables have been under accumulation and this
has firmed prices of the longer-term issues. While quotations of
these obligations could go higher, they are approaching levels that
some money market followers believe will bring in a modest
amount of selling and switching which will tend to retard the
upward progress of these securities. It is also pointed out that
unless the whole level of interest rates is eased, the longer taxable
eligibles are quite likely to mark time for a while, probably to
see what kind of securities will be offered in the September
financing.

Traders and dealers have not done too badly in the eligible
2Ys and 2%s with some aof them reporting rather satisfactory
trading turns having been made. Switches from the bank 2}s of
1967/72 have been spotty with not too many of them being shifted
in the past week, despite the better tone in the longest eligible
obligation. The 1959,62s still have more than passing appeal to
those that ‘are. eligibility-conscious. in- 1952. Federal -has helped
in taking care-of this demand.-The Vics have been moving.into
trust accounts in a pretty: sizable ‘way. '
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20 Slocks Favored for Immedialte Purchase

In the belief that when the present unsettlement is over, rela-
tions between groups of stocks will be much changed from what
they have been, Bradbury K. Thurlow, partner in Minsch, Monell
& Co., New York City, in a release to clients dated July 14, in-
cluded the following list of stocks which he feels will be bene-

ficiaries of the change.

Investment Stocks

American Can

American Chain & Cable
American Smelting
General Motors
Internationa] Nickel
Montgomery Ward
Socony-Vacuum

Standard Oil of N. J
Youngstown Sheet & Tube

Businessman’s Risks
American Hide & Leather
American ,Steel Foundrijes
Anaconda ;

Baldwin Locomotive
Braniff

Calumet & Hecla
Interlake Iron

N. Y. Central 4Y%s, 2013

N. Y., N. H. & H. Income 4%s, 2022_

Tri-Continental
West Indies Sugar

Recent Price Est. Div. Yield %

$5.00 54
2.00
5.00
8.00
2.00
3.00
1.25
5.00
6.00

X —
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No Sugar

Shortage!

Lamborn & Co., leading sugar brokers, say sugar market is
now controlled by fear in minds of housewives. Points out
supplies are plentiful and large crops are in the making.

In a letter addressed to associ-
ate brokers and customers, Lam-
born & Co., leading sugar brokers
of New York City, call attention
to the fact that there is no short-
age in the sugar supply and the
current high market demand is
due entirely to fear in the minds
of the nation’s housewives. “In a
word,” says the Lamborn letter,
“the housewives of the nation are
trying to buy, in a few days, a
supply of sugar sufficient to last
them for one, two, six or twelve
menths.

“Despite the huge sugar refin-
ing capacity of this country; de-
spite the large stocks of beet
sugar on hand in the West; de-
spite tne great amount of raw
sugar in Cuba, it is not physically
possibie to meet the inordinate
demands of the public quickly.

“The present tight supply situ-
ation on cane refined sugar is due
entirely to the inability of sugar
refiners to melt, refine, package
and ship sugar at a rate high
enough to satisfy the hysterical
demand for sugars which they
have experienced in recent days.
That rush has depleted refiners’
flood stocks of granulated sugar
and they are now selling directly
out of production.. And their pro-
duction is being maintained at
peak capacity!

“The same situation prevails in
the beet sugar industry where
processors are shipping sugar
from their stocks as fast as they
can secure empty rail cars and
and motor trucks. The simple
and obvious fact is that the sugar
industry cannot supply the de-
mand for many months of sugar
requirements in the space of a
few days or a few weeks. As long
as the housewife continues her
mad hoarding spree we may ex-
pect a continuance of the intoler-
able conditions affecting cane re-
finers, beet processors, brokers,
industrial users and distributors
cf sugar.

“But it should be remembered,”
the letter continues, “that no ac-
tual shortage exists!

“The U. S. Department of Agri-
culture has increased the quota
350,000 short tons. This means
that for this year there has been
made available by the govern-
ment, from the sugar areas sup-

- plying us, 7,850,000 tons of sugar.

This makes available for distribu-
tion in the U. S. this year 270,-.
000 tons more than were dis-
tribited last year. :
“Furthermore, Cuba still has in
reserve in Cuba,, earmarked for

“the U. S. market, 490,000 tons.

In addition, Cuba has in reserve,

in her so-called ‘Special Reserve’
quota, upwards of 500,000 tons. A
part or all of this sugar can be
made available for the U. S. mar-
ket. In addition, there are sur-
plus sugars in Puerto Rico and
Hawaii. These surplus sugars to-
tal (over and above their cur-
rent quotas), approximately cone
quarter of a million tons.

“Then again, it must be remem-
bered that in October, Louisiana
and Florida will start grinding
their new cane crops. Based on
the latest indication of the Crop
Reporting Board, these crops
should total approximately 575,-
000 tons of sugar. Also, California
is in the midst of her new beet
crop. This State alone will pro-
duce over 500,000 tons. This will
be followed in October by the
harvesting of the new beet crop
in the Rocky Mountain area and
in the Eastern beet sugar area.
Based on the latest indication of
the Crop Reporting Board, the to-
tal U. S. domestic beet area will
produce (given continued good
weather) in the neighborhood of
1,900,000 tons, raw value,

“Furthermore, insofar as 1951
is concerned, it is expected that
Cuba, Puerto Rico and Hawaii
will have large crops. Cuba- this
year produced 6,126,000 tons. She
will probably produce in 1951 ap-~
proximately as much as she pro-
duced this year.” -

Denten Go. Adds
Cohan and Laviti

HARTFORD, Conn.—Robert C.
Cohan and Edwin Mitchell Lavitt
have become associated with Den-
ton & Co.; Inc., 805 Main Street.
Mr. Cohan was with the Marine
Air Corps for 312 years and grad-
uated from Trinity College, Hart-
ford, Conn., June 18, 1950 where
he majored in economics. :

Mr. Lavitt, who has been out-
side the investment field; was as~
sociated with this father in the
commodity market.

J. Edwards. Baker

J. Edwards Baker ‘died July 14
at the age of 63. Prior to his re-
tirement in 1945 he had been
Vice-President of Blair & Co., Inc..
He had preyiously conducted his’
own investment firm and had'been
a ‘member ‘of Blodget and Com-:
pany and Stone, Webster and:
Blodget. ;
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Changes in Sterling Balances

“Monthly Review” of Bank of Nova Scotia shows only slight
reduction in total outstanding, but some significant shifts in
balances held by individual countries.

The. June issue of the “Monthly
Review,” published by the Bank
of Nova Scotia, Canada, contains a
study of the British sterling bal-
ances since the end of the war,
along with the changes that have
taken place both in the aggregate
and the amounts due individual
countries to and including 1949.
According to the study:

“The total amount of the ster-
ling balances, because of the mo-
mentum of war expenditures, rose
in the first year after the war
from about £3,350 million to a
peak of not far'from £3,800 mil-
lion. In the next three years, up
to the middle of 1949, they de-
clined considerably—by some £550
million—though in the second half
of 1949 there was an increase
amounting to about £110 million.
At the end of 1949 the balances
added up to just about the same
sterling total—£3,350 million—as
at the end of the war. Their dis-
tribution, however, had changed
strikingly (see Table). Despite the
further growth of their balances
during the first postwar year, In-
dia, Egypt, Israel and Argentina
by the end of 1949 had reduced
their holdings sharply below war-
end levels. In Europe, Norway,
Holland, Belgium and Greece had
also drawn down their accounts.
Italy and Sweden, on the other
hand, had accumulated sterling,
Australia had much increased her
balances, and there were notable
increases in the amounts held by
the British African colonies, Ma-
laya, and Eire.

“The most interesting feature of
the-movement in the sterling bal-
ances in the postwar period,” ac-
cording to the Bank, “is the re-
duction of some £550 million in
their total between mid-1946 and
mid-1949. This reduction reflects
the use of sterling balances both
{for current purchases and for the
purchase of British assets in the
countries concerned. The largest
settlement involving the sale of
investments was the Andes Agree-
ment of 1948, which allocated
£150 million (or almost the entire
amount) of Argentina’s balances
at that time for the repatriation of
British investments in Argentine
railways. Similar arrangements on
a smaller scale transferred owner-
ship of Brazilian and Uruguayan
railways to those countries,

“Another related kind of settle-
ment was the net payment of £45
million in 1948 out of the joint
sterling balances of India and
Pakistan for defense stores and
fixed assets formerly owned by

Estimated Distribution

Britain. "It should also be noted
that £176 million of the joint bal-
ances of India and Pakistan were
set aside as a fund with which the
British- Government assumed the
liability for the pension rights of
employees in the Indian civil serv-
ice and army at the time of inde-
pendence. Since this amount
remains a sterling liability, it is
still included in the total of out-
standing sterling balances. Clear-
ly, however, it is no longer. part
of the great pool of funds which is
either available currently. or for
which there is constant pressure
for release. Finally, as a volun-
tary contribution, Australia and
New Zealand have on two occa-
sions written off sterling balances,
to a total amount of £46 million.
As a result of these various set-
tlements and gifts, the sterling
balances were reduced by more
than £250 million in the three-year
period, accounting for not far from
half of the total reduction,

“In addition to such capital set-
tlements, there were of course
substantial drawings on the ster-
ling balances to pay for sterling
goods or to obtain dollars for the
purchase of U. S. goods. For India,
in particular, . the pressures to
make use of the balances were
very great, and for Britain they
were difficult to resist. With an
underdeveloped economy, a poor
and a rapidly growing population,
and the disruptions of war fol-
lowed by the transition to inde-
pendent nationhood, India’s needs
were admittedly vast. Despite re-
strictions on imports designed to
concentrate her purchases on
necessities, India’s trade deficit on
current account persisted and was
particularly large in 1948-9 be-
cause of poor crops and the grow-
ing availability in Britain of ur-
gently required capital goods.
Thus, in the three years up to
mid-1949, the sterling balances of
India and Pakistan were drawn
down by nearly £350 millions
over and above the £45 millions
used for the purchase of defense
stores and fixed assets. Egypt also
negotiated substantial releases of
her war-accumulated balances,
and there were marked reductions
in those held by Israel, Iraq, and
a number of European countries,

“Meanwhile, however, a num-
ber of other countries,. particularly
in the sterling area, added sub-
stantially to their sterling ac-
counts between mid-1946 and mid-
1949. As will be seen from the
table, Australia, the African Col-

of Sterling Liabilities*

(£ millions)

June  Dec.
30/45 31/49
720
140
375
60
55
45
225
82
150
110
110
250
— 25

2,297

Sterling Areat
India |
Pakistanf
Australia
New Zealand
South Africa

Errors & Omissions._+ 78

4 il5) ¢+ ) (S ——— 2,207

June
Non-Sterling Area 30/45

Portugal
Italy

Other Europe
Argentina
Brazil

Other Lat. Am
Others

Grand “Total

Note: (*) Sterling liabilities comprise net liabilities of banks in the United
Kingdom to their overseas cffices and other account. holders, including funds held

zs cover for overseas currencies, and

expressed in sterling or sterling area currencies.

«rd sterling: balances of the - IL.M.F. and

certain ' liabilities of H.M.- Government
Private holdings of securities

World Bank are excluded. (1) Sterlin{r

' erea as presently composed.’ (1) Includes balances ‘of Ang}o-Egyp(ian ‘Suda

%) Includes balances of Transjordan.
Sources: Official U.K. sources for

totals. No ' official figures for breaki-

down available, ‘ ¢stimates given above are for 1945 from a special U.S. Con-

sressional . committee report of Feb./46
+ Weekly,  U.S.- Department of Ccmmerce,-

Eanker,” London, May/50. -
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By WILLIAM J. McKAY

their holdings. One 1eason was
that the prices of primary prod-
ucts were quite favorable-and a
number of the colonies and also
Australia had surpluses in their’
trading accounts. A significant
element in this situation was the
increasing European demand for
sterling area goods, bolstered by
British -credits through the Intra-
European Payments Plan and the
substantial sterling holdings of a
number- of European countries.
Another major factor adding to
the supply of sterling was the
large outflow of capital from Brit-
ain to other parts of the sterling
area.. Part of the outflow was
taken by British emigrants, a large
part was for regular inveslment,
and sqme of it was speculative or
‘hot’ money. In 1947, when the
capital flow was particularly large,
South Africa was the most im-
portant recipient and her sterling
balances rose appreciably. The
import boom which developed in
that country, however, wiped out
this accumulation and, despite the
imposition of import curbs, led
South Africa to obtain repayment
in sterling last -year of the £80
million gold loan she had made
to Britain only in 1948. In con-
trast, the flow of British capital to
Australia and some of the colonies
in the postwar years has been ac-
companied by a sustained growth
in their holdings of sterling.

“During the last six months of
1949. the downward trend of the
sterling balances was reversed and
an increase of about £110 mil-
lions occurred. Some £60 mil-
lions of this was accounted for by
the write-up of balances held by
Portugal, Iran, Brazil, and certain
other non-sterling countries,
which had obtained guarantees
against devaluation of the pound.
There was also a further improve-
ment in the trade surpluses of
many primary producing areas,
resulting from the much higher
sterling prices of such commodi-
ties as wool, rubber, cocoa, and
wheat; and the outflow of capital
te the sterling area increased. A
recent estimate of Australia’s bal-
ances at £515 millions strongly
suggests that these tendencies
have continued to operate this
year.”

MacGoy Officer of
NY Stock Exchange

Emil Schram, President of the
New York Siock Exchange, has
announced the appointment, with
the approval of the Board of Gov-
ernors, of C.
MacCoy as As-
sistant Vice-
President, Mr.
MacCoy’s du-
ties will in-
clude direc-
tion of the Ex-
change’s pub-
lic relations.

Mr. MacCoy
has been asso-
ciated with
the Exchange
since 1928,
when he join-
ed its public
relations staff,
He was appointed Assistant Direc-
tor of the department in 1938, fol-
lowing the reorganization of the
Exchange. In the Seventh War
Loan and Victory Loan drives, he
served also as director of publici-
ty for the Banking and Invest-
ment Division of the U. S. Treas-
ury Department’s War Finance
Committee. ’

Now Brew Emch

Jenkins Co.
MILWAUKEE, Wis.—The- firm
name of Charles W. Brew & Com-
pany, 735 North Water Street, has
been changed to Brew Emch
Jenkins Co.

C. MacCoy
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Overshadowed by events in the
Far East little- publicity has been
given to developments in connec-
tion with the United Kingdom-
Canada trade conference that has
been taking place in London dur-
ing the past' weeks. Despite pre-
liminary gloom and' forebodings
concerning’ its successful outcome
it would now appear that Cana-
dian fears of almost complete fail-
ure have now been dispelled. In
face of the recent spectacular in-
crease in Britajn’s exchange  re-,
serves it would have been difficult
indeed for Chancellor Cripps and
Board of Trade President Wilson
to have maintained their previous
attitude of uncompromising ad-
herence to the principles of aus-
terity and inflexible controls.

As it is Canada has been able.

to obtain certain concessions and
the principal benefits secured by
the Dominion are:

(1) The rescindment of the 25%
cut in Canadian imports that was
ordered by the British Govern-
ment in.1949.

(2) Easing of the British Treas-
ury restrictions on dollar expendi-
tures of the British West Indies
that will permit Canada to regain
a portion at least of traditional
markets in that area.

- (3) A tentative agreement for
British purchases of Newfound-
land iron-ore and fish,

Apart from the by no means in-
considerable material advantages
secured, this new agreement
‘should pave the way for a greater
degree of harmony in U. K.-Ca-
nadian Fommercial relations, Since
the war, largely due to Britain's
chronic hard-currency deficien-
cies and Canadian problems aris-
ing from the inconvertibility of
sterling, it has been difficult to
reconcile conflicting viewpoints.
Until recently the situation had
been further aggravated by the
apparent indifference on the part
of the British authorities to Ca-
nadian problems and the value of
Canadian markets:

Following the September cur-
rency devaluations however there
was a marked change in the pre-
vious aloof British attitude to-
wards the possibilities of expan-
sion ‘of exports to the Dominion.
Official trade boards were ap-
pointed with the object of study-
ing ways and means whereby
trade with the senior Dominion
could be materially increased.
These efforts met with almost im-
mediate success on a scale that
surpassed expectations on both
sides of the Atlantic. British auto-
mobile sales to the Dominion for
example rapidly reached a level
where they exceeded the sales of
domestically produced cars in cer-

tain provinces. Previously it had -

been considered that the small

British automobile would have’

been unable to cope with driving
conditions in Canada. -Also at the
last Toronto Trade Fair the nu-
merous British exhibits, and no-
tably the machinery items, created
a remarkably favorable impres-
sion.

Thus the preliminary results of
the British trade drive amply
demonstrate the exisience of a
broad and growing demand for
British goods in the rapidly ex-
panding Dominion markets. Al-
ready the stepped-up volume of
exports from the United Kingdom
has heen largely -responsible for
the achievement of a near balance
in U, K.-Canadian trade. It has to
be noted however that British
curbs on Canadian ‘imports have
accounted for part of the improve-
ment. The concessions obtained
in the recent London trade parley
will help to place U. K.-Canadian
commercial dealings on a more
normal basis in addition to creat-

ing a more favorable climate for
{urther progress-in this directier.

Now thatBritain has re-discon—
ered Canada it is :all- tfie' prore
necessary thai British officialdore:
should liberalize to a-still greatew-
degree its Canadian-economic pok-
icy. Despite strong Dominion rep-
resentations - little progress wam
made in London towards a satig-
factory arrangement for U. XK.
purchases of Canadian wheat fol-
lowWing the recent termination of

the, U, K.-Canadian,Wheat Agree—: .
.ment. It is difficult-for Canada {o-,

forget that as 'a result.of this,
agrecment Britain -obtained for
many years a large proportion ex
her wheat requirements from the
Dominion at prices well “below
prevailing world prices. This ar-.
rangement' provided moreover
that whenever a new agreement
was discussed, due consideratiers
would be given to this point. As
matters have- transpired Britatm
has disclaimed any obligation i
this connection. . L

In view of Britain's vastly i
proved economic situation the uan-
relenting policy cf stern austerity
and arbitrary restrictions has lost
much of its validity based cn sheer
necessity. Extreme economnic regi-
mentation can no Jonger be jus~
tified in face of the changed ecir—
cumstances, On the otber hand i#
British enterprise were allowed
freely to exercise its acknowledged
ability, British markets would bes
expanded not only in Canada but
throughout the world.

During the week there were.in-~
dications of a rallying tendency
in the external section of the bond
market following the recent sharp
decline; at present levels Cana—

dian Nationals are beginning o

aliract rerewed investor demand.
There was little activity in the im~
ternals but the longest Dominiom
3’s were steady at 91%-91%. Free:
funds continued strong at-a frac-
tion above the officiul rate and:
the corporate-arbifrage rate im-
proved further “to -13%-12%.
Stocks, following the recent serie¢
of sharp sinking spells, staged w
moderate rally. The golds whiche
had suffered the severest decline
came back strongly and the base—~
.metals and oils were also in no-
table demand; in- view -of present'

circumstances there is little doubk -

concerning the fundamental valug
of the stock of established compa-
nies in this latter group.
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The Prefabricaled House Indusiry

. William H. Kapple, of University of Illinois, says 30 good-
sized firms which haye weathered the storm are marketing their
production in sufficient volume to more than “break-even.”
Finds chief problem development of houses designed and

priced for mass distribution.

Writing in “Current Economic
Comment,” quarterly journal of
the University of Illinois Bureau
of Economi¢ and Business Re-
search, Prof. William H. Kapple
of the Architecture Department
points to the fact that the pre~
fabricated home industry now has
30 good-sized firms which, despite
handicaps, have “weathered the
storm” for two or more years, and
are progressing toward the devel-
opment of houses designed and
priced for the mass market, De-
seribing the outlook for this new
industry, Mr. Kapple states:

“There is good reason to believe
that prefabrication is here to stay,
However, it is not likely that we
shall recognize this newest family
of our modern industry when it

finally blossoms out in twentieth

century dress 10 to 15 years from
now. Dozens of its offspring have
died prematurely, and last month
Lustron, with the biggest capilal
investment of all, succumbed.
“The career of this industry has
been stormy and it is still in the
formative stage, but a nucleus of
stability is beginning to take
shape, The Federal Housing Ad-
ministration  published a list of
140 firms presumed to be active in
the manufacture of prefabricated
housing as of Jan. 1, 1949, By
September, 1949, over a third of
them had gone out of business,
and of the 81 known to remain
only 30 employed 50 or more per-
sons. Those companies now re-
maining in business include, pri-
marily, the old-line prefabrication
firms a number of which got their
start before or during the war,
and only a small group are new-
comers,
. “A year &go this industry’s
bright promise of cheap inass-
produced houses seemed to be
dimming fast. Output, which had
slumped to 30,000 units in 1948,
was sinking even lower in the
early months of 1949. But in mid-
summer the trend reverseq itself.
By the end of 1949 the 85 firms
active in the industry had shipped
some 35,000 units, only 2,000 fewer
than the record number turned

. “The foreclosure of Lustron,
which made pastel-colored steel
houses, does not disprove the pos-
sibility of building better housing
at prices within the range of the
mass market through greater use
of factory production of units
which enter into the assembly and
erection of homes. Instead, it
proves that greater industrializa-
tion of -this industry must go
hand in hand with the develop-
ment of new financing and mar-
keting methods. ,

i .“Prefabrication, which has been
called a term that means many
things to many different people,
is gradually becoming more sharp-
ly defined. Actually it is merely
an extension of twentieth century
industrial methods to larger and
larger segments of the house. Such
development will best be accom-
plished by a program which util-
izes the know-how of existing
distribution, construction, sales,
and financial institutions. When
such a mutually beneficial pro-
gram is developed, this new in-
dustry can become strong enough
to take over the production job
now handled. by eighteenth cen-
tury craft methods, .

. “Ten months ago, President Carl
Stranlund reported that the break-
even point for Lustron was 35
houses a day (this was the pro-
duction of one eight-hour shift,
but the most economic use of the
plant would be a three-shift oper-
ation since the enameling furnaces
must be kept at heat round-the-
clock), To reach this break-even

point would have required that
Lustron capture 1% of the current
annual house building market, or
an amount equal to one-fourth of
the prefabricated houses sold in
1949. Lustron reached only 28
houses per day. Explanation of
the failure to exceed that rate is
not simple but it can be simply
summarized, as problems of fi-
nancing, distribution, and price.
“Financing of the plant and pro-
duction facilities is the first phase
of the financing problem of this
new industry. Lustron borrowed
$37,000,000 from the RFC to sup-
plement $840,000 of equity capital
raised through the sale of stocks.
Other companies, such as Best
Homes, Inc., of Peoria, have built
their factories out of earnings and
increased their production .capac-
ity as they grew. Mr. G. W, Best
reports that their present produc-
tion capacity is 2,100 houses per
year if only one shift is operated,
or 3,000 houses if a second shift
is used during peak production.
Reliance Homes, Inc., of Lester,
Pennsylvania, has developed its
organization. first and used RFC
capital to help in the second fi-
nancing problem—namely, financ-
ing of the construction of the
houses. As Mr, Harry Nagin of
that firm states, ‘We can make
our houses in a hurry, we can
erect them in a hurry, but we
can’t finance them in a hurry)
The great virtue of the factory-
built house—speed of erection—
creates a new problem when it
comes to mortgage financing,
“Even if the manufacturer is
able to wait for his money until
the home is sold, the dealer-erec-
tor must put up his own money
for the land and its improvements,
as well as for foundations, floor
slabs, and erection labor at the
site. Most dealers do not have
that kind of money, To assist its
dealers over this hurdle, Reliance
has established a revolutionary
change by creating a site develop-
ment fund with some of its RFC
ioan. In order to keep the book-
keeping straight, the dealer sets

.up a separate subsidiary company

to prepare the sites and erect the
houses. Reliance headquarters at
the factory advances the subsidi-
ary sufficient money from the
fund to complete the site work.
When the dealer gets his money
at the closing of the mortgage, he
pays his subsidiary for the site
work and Reliance for the house.
The payment then returns to the
Reliance revolving fund to finance
more site-erection costs. -
“Improved marketing methods,
the second of this industry’s major
problems, can only be developed
as the manufacturers develop
houses designed and priced for the
mass market, Production of such a
house is essential before distribu-
tion methods can be developed
which are capable of arbsorbing
more than ‘break-even’ produc-
tion. In the case of Lustron, this
minimum unreached goal was
9,000 houses per year, but the
$10,000 to $11,700 price of that
house apparently was not low
enough to attract the ‘stand. in
line’ customer demand that builds
distribution organizations quickly.
“In 1948 the Federal Housing
Administration . started to cam-
paign for the construction of a
larger proportion of low-cost
houses, The ultimate goal was the
production of a good $6,000 house,
As a result of this campaign, many
prefabricated house firms de-
signed new lower-cost houses.
Most manufacturers of prefabri-
cated houses agree that the indus-
try’s shift to cheaper houses gave
it a new lease on life. Harnisch-
feger Corp., of Port Washington,

Wisconsin, for example, reports
that the upturn in its business last
spring coincided with the  intro-
duction of an ‘economy house,’
which sells for $5,500 to $8,500
without land (the price of the lot
can, of course, vary widely but
prefabs are usually built on lots
costing less than $1,000). Pre-
viously, this company had -been
making Cape Cod type dwellings
in the $10,000 to $15,000 price
range, : }
- “The proof of the possibilities of
this new industry can be seen in
the growth of National Homes
Corp., of Lafayette, Indiana. In
1940 James Price founded this
company with $1,700 of his own
money and $10,000 of borrowed
capital. A year and a . half ago
this firm started producing a low
priced ‘Thrift Home,’ and since
then the increased production ‘and
profit’ has astounded everyone.
Two sets of figures tell the story;
in the fiscal year ending June 30,
1949, National sold 2,163 houses
and made a profit of $405,000, In
the last half of 1949 the company
sold 3,090 houses for a net of
$838,000,

“National’s .‘Thift Home’ sells
{for $5,850 (in Lafayette) to $6,500,
with lot and loan services but
without range and refrigerator.
However, Mr. Price says the price
of the ‘Thrift Home’ is not $5,850
but $300 down and $37 a month
for 25 years, He reports that the
company has received 65,000 writ-
ien inquiries from interested cus-
tomers since the package price of
the ‘“Thrift Home’ was announced.

“The 1948 Joint Committee on
the Economic Report showed that
the incomes of American families
are sufficiently high that over
85% of families in this country
can afford a monthly payment of
the amount stated. The preview
of the 1950 census taken last year
in Chicago showed that over 90%

of the families of that melropoli- |

tan district can afford such pay-
ments, New houses priced at $37
to $40 a month open up a wholg
new market. Once such a package
price is made known, there are
millions of families who will be
interested if, the quality of the
house is good enough. o
“This industry now has 30 good-
sized firms which have weathered
the storm for two or more years.
They have learned the possibilities
inherent in the low-income family
market and they are developing
their own capital for expansion.
During the postwar period, mor-
tality offset new members, but
some day, not too far away, all
these complicated new organiza-
tions and operations may be co-
ordinated to take full advantage
of twentieth century scientific
know-how. When that happens
we will see this new industry
grow and take its place alongside
the highly skilled manufacturers
now in the building industry.”

W. H. Shroder Joins
Goodhody Co. Staff

Goodbody & Co., 115 Broadway,

New York City, members of the
New York Stock Exchange, an-
nounce that William H. Shroder
has become associated with ‘the
firm as a registered representa-

tive in its investment department. .

Mr. Shroder formerly was Vice-
President of Burr & Co., Inc., hav-
ing been with that firm 'for15
years,

T. G. Wylie Co.
Thomas G. Wylie has formed
Thomas G. Wylie Co. with offices
at 535 Fifth Avenue, New York

City, to engage in the securities
business.

Herman Joy
Herman H. Joy, stock broker of
Sanford, Maine, was found slain
in an office in his home. Robbery

appeared to be the motive, ac-
cording to the police,
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Perhaps!

“Today, the mobilization of non-Communist na-
tions free from Russian domination is slowly un-
folding. . . . We shall soon know how much the

~world is prepared to meet this
issue of united action. . . ,

“The. non-Communist world
is now faced with three possible
courses.if it would have peace:

“Shall it go to war to wipe
communism .from the face of
the earth? I have stated that’
my answer is no. I

. “Should we return to the illu-
.sion that the Kremlin- has
changed its gospel and will
work for peace through the
United Nations? That would
seem futile.

“Shall we try to build the United Nations so as
to confine communism to the peoples already en-
slaved, stop military aggression and trust to time
for this evil to abate? My answer is' YES. That is
the only practical course today.

. ““Alternatively we must crawl into isolation and
defend the Western Hemisphere alone. That would
be less than a secure peace.”—Herbert Hoover.

Mr. Hoover seems to regard the United Nations
as a grand alliance opposing the Kremlin and its
cohorts. His is evidently two worlds, not one.

Well, if we must assume the responsibility of
saving the world we shall need all the allies we
can get!

But we must confess that we are often assailed
by doubts about much of all this.

-

Herbert Hoover

I

| Securities Salesman’s Corner

— By JOHN DUTTON

When the first reaction to an event such as the Korean fight=-
ing hits home there is bound to be unsettlement and indecision
everywhere, During the past two weeks investors have been be-
wildered and concerned about their individual affairs. The action
of the securities markets clearly indicates all this,

If you will look back upon past periods of this nature, how=
ever, you will see that after the panic has quieted down that a
new appraisal is made; and when this happens it can be seen
that as always, there is a bright side as well as the black. One of
the most necessary things that must be done during such a time
as this is to keep a sense of balance.

This is especially so if you are doing sales work in the field.
If you can calmly point out what has happened in the past you
can more readily keep the confidence of your clients. Frequently
your clients will respond to a reasoned and reassuring attitude
upon your part, and one of the reasons that they may express
doubts and misgivings to you is that they are hoping you will tell
them something that will be helpful, either to their morale, or
in the way of specific advice on their investments.

For the man who says, “T'll sit tight,” show him that he may
think he is doing so but his stocks are not sitting tight, Every day,
every minute, changes are going on that will impair or increase
the value of his investments. A total war economy might bring
about more stringent controls than in World War II. -Some securi-
ties which have been selling at a lével that has exceeded the gen-
eral average of the market could be expected to decline sharply.
in the event their earning power were curtailed by excess prof-
its taxes and a conversion to war work. Others that have been
well deflated (and there are many of them as you well know)
would fare much better. Surely sitting tight is not the answer. A
complete reappraisal of an investment portfolio in the light of
existing conditions, and proper diversification is the only sensible
course. Guessing, hoping, and thinking you are “sitting tight”
when you are not, is the way to dissipate assets; not preserve them,
or increase them.

Then there is the man who says, ‘‘I've sold out, I'll hold cash.”
He, too, is taking a blind and unreasoning course dictated by his
confused emotions. The only answer to his problem is a proper
relationship between his cash and his other assets. There was a
time in this country when a man who was undecided could invest
all his assets in cash, government bonds, and savings accounts, But
today there is danger in such a one-sided course. Faced with our
mountain of debt, and the possibility of another long war, the
severe shrinkage in the value of dollars is now more than a ghost
that we do not wish to see under the bed—it could happen here.
Although it is best not to alarm, it is also necessary at times to
build a fire under some people in order to get them to act (even
when their own welfare is involved), In discussing this with a
client it is very effective to use a simple illustration. The cost
of his market basket today as compared with 15 years ago, his
new: car, 'which cannot be bought today for less than $2,500 as
compared with about $1,400 in 1936. Or better still, the $20 shoes
you are wearing niow that you bought for only $8 a few years back.
Once a man begins to realize that the stability he thinks he has
found in his cash is only an illusion, then you can go right ahead
and show him that the maximum protection for his assets can best

be obtained by a proper investment program,
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~ As We See It

of what until quite recent years were the first-class powers
of the world are quite war weary, and; equally important,
so geographically situated as to be much more exposed to
Russian vengeance than are we. They are accordingly not
altogether disposed to plunge recklessly into situations
in which they might invite attack by the forces of the
Kremlin. All this without taking into account the fact that
in many of these countries there exist substantial Com-
munist elements which enjoy full respectability within
their own lands and which, as always, take orders from
the Kremlin.

Defending the Free World

Now, we have taken it upon ourselves to defend what
we term the “free world” or the “free peoples” of the
world. We shall not here take time or space to inquire
into what this “free world” or these “free peoples” really
are, although it is a fact that they often have little under-
standing of and not much interest in freedom as we have
cherished it through the decades—at least until the ad-

vent of the New Deal. But be all that as it may, the.

peoples taken under our sheltering wing are scattered
throughout the world. Many of them are so situated and
so defenseless—yes, and so uncertain in their own minds
whether they prefer Moscow to “the West”—that suc-
cessful defense of them against invasion either by Russia
or Russian puppets is as difficult as in the case of Korea.

Obviously, therefore, we must decide—decide in ad-
vance and not wait until the eleventh hour as in the case
of Korea—where and in what degree we shall undertake
to defend. To do otherwise would be to succumb. to the
Russian strategy. We cannot, or at least we cannot without
very great and needless sacrifice, rearm a reluctant and
doubtful Western Europe at the same time that we under-
take to arm, train and enthuse all the half-hearted peoples
which fringe the Soviet Union on the east and the south.
Merely to convince these eastern people that we, unlike
all the westerners with whom they have had to deal for
the past several centuries, have no interest other than
their welfare would be a task of stupendous proportions.

It is essentially this type of problem which we have
for a long while faced, or should have faced, in China, in
Formosa and in Korea. We have blown hot and cold, let
our military might melt away, and then finally, in haste,
come to the decision to fight in Korea and if necessary
upon the waters between Formosa and the mainland. We
are finding that in Korea the job is a much bigger one
than the authorities in Washington suspected—or if they
suspected what the size of the task was they were crim-
inally neglectful in preparing for it. Just what will be
done or can be done to extricate ourselves from the present
impasse we are not prepared to say, but we are perfectly
certain that we should be more than unwise not to take
every precaution not to get caught in any such way again.

Facts to Face

Here are some of the facts which we must face. First
of all, virtually the whole non-Communist world is all
but unarmed. That includes the United States of America.
There is not a great deal of disposition in those countries
which heretofore have been bulwarks of strength against
Russian ambitions to exert themselves unduly to build up
large armies. We are extending some arms aid to such
countries, but it is almost trifling by comparison with
what it takes to be really well-armed in the modern sense
of the term. Germany, which in ordinary times would
be the real barrier against a truculent Russia, is half
under complete Russian domination. The remainder of
that country is without arms or means of defending either
itself or its neighbors. _

There is no real armament production on a modern
scale anywhere in the non-Communist world, including
the United States, and it takes time to get into large scale
production of such things. We have been talking big about
the “necessity” of having bases in the shadow of the
Asiatic mainland in order to defend our own coasts, but
we are having a hard time convincing the Asiatics of our
need of their territory for such purposes.

Obviously, it is essential that we begin larger arma-
ment production. It is not obvious, at least not to us, that
since we are now fully employed each gun produced must
reduce by that much the butter available to us. We are a
wasteful people. We have never been so wasteful as in
recent years since government has undertaken to run the
economy of the nation. Thousands, possibly millions, of
man-hours go each year into the production of such
things as potatoes and eggs which no one wants, and more
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man-hours have to be devoted to their destruction or dis-
posal. Many hundreds of millions of dollars .are poured

out each year to keep farmers producing things no one -

wants, or else supporting them while they refrain from
producing anything. All sorts of paternalistic schemes
keep millions at work in administrative offices of govern-
ment. There never were fighting forces so wasteful in so
many ways as ours have been for a decade past and are

. different.

now.

If only we could make up our minds to give up the
managed economy idea and the waste inherent in it, we
could find a way to arm ourselves adequately and some
of our allies, too, without undue sacrifice of essentials.

And if our allies could be persuaded to do likewise,
they would need far less help from us.

Continued from page 6

Stock Listing on the

New York

termine whether we are going to
list tne securities covered thereby.
The applications are made avail-
able to member firms and to the
public for distribution on request.
It is necessary to file along with
the listing application certain
supporting documents for the pur-
pose of verification, such as char-
ter, by-laws, resolutions of the
board of directors and stockhold-
ers, certificates from the regis-
trars, a certified financial state-
ment by independent public ac-
countants, any public authority
certification that might be neces-
sary, a statement of business and
financial accounting policies of
the corporation, the opinions of
counsel covering the organization
of the company, authorization for
the securities, the validity of the
securities, personal liability of
stockholders and whether or not
the stock is to be fully paid and
nonassessable. We 2also ask for
certain information in a form of
questionnaire and request the
company to execute certain agree-
ments.

I think the agreements which
companies make with the Ex-
change may have special interest.
We ask the companies to agree to
publish quarterly statements of
earnings. Approximately 83% of
our listed companies now publish
quarterly statements of earnings;
about 96% at least publish semi-
annual statements, and only 4%
publish annual statements. They
publish other types of informa-
iion, as far as practical, to give
some indication of the earnings,
but it is very difficult in some
cases to obtain quarterly state-
ments of earnings.

To take the worst illustration,
there are the sugar companies
that are engaged in the produc-
tion of sugar. Production of
sugar is dependent upon a crop
year. It would be practically im-
possible for those companies to
publish quarterly statements of
earnings because they don’t have
any earnings for three-quarters of
the year. As far as sales are con-
cerned, it was necessary for the
SEC to waive that requirement in
the case of sugar companies
where it was found that during
certain periods sales represented
that of the companies’ stores to
employees. It didn’t represent the
actual production of sugar. There
are some very difficult situations.
We try to get quarterly state-
ments of earnings in all cases, but
there must be exceptions.

We look for the certificate of
the independent accountants in
printed annual reports to stock-
holders. Those are printed re-
ports which must. be out at least
15 .days in advance of the an-
nual stockholders’ meeting, and
not later than three months after
the close of the year in order to
give the stockholders time to
study the operations before the
meeting in case they want to raise
questions at that time.

Stock Exchange

We ask companies to use their
best efforts to obtain stock for
lending purposes where neces-
sary. The purpose of that is to
maintain this continuing auction
market that we have on the floor.
Our approaches are made from
the standpoint of the require-
ments of specialists and odd-lot
dealers performing a function as
far as the market is concerned.

We expect the specialist to go
short when necessary, and it is
necessary as well for the odd-lot
dealer to go short. You will hear
about that from others, Because
we expect those functions from
the specialist.and odd-lot dealer,
if they find it necessary to bor-
row stock at any time, we try to
help by going to the company.

In the first instance, we ask for
a list-of member firms that are
stockholders of record, and then
try to borrow the stock from the
members. If that isn't successful,
we go after the officers of the
company or other larger holders
to try and obtain stock for lending
purposes in order to help the
specialist and the odd-lot dealer
perform their functions.

It is necessary for companies to
agree to have a transfer agent
and registrar and not make any
changes in the registrar without
authority from the Exchange. The
reason for that is this: All regis-
trars having listed securities are
under agreement with the Ex-
change not to register additional
amounts of those securities with-
cut authority from the Exchange.
That means that if a board of di-
rectors decided to issue 10,000
shares of stock as an option to the
President, and went ahead and
tried to issue that stock, they
would find the registrar would
not sign the certificate and so the
certitficate would not be legally
and validly issued.

Accordingly, it is necessary for
the company to come to us and
ask us about listing. We would
determine whether we felt that
such a transaction should have the
approval of the stockholders. After
that was approved by the stock-
holders, we would go through the
usual routine of authorizing and
certifying our approval, but that
would take time. A company can-
not determine today to issue stock
tomorrow because it is necessary
to go through all these various
procedures in order to give a
prompt disclosure to the public
and see that everything is as it
should be and open and above
board.

It takes about six weeks for the
purpose of listing and registering
an additional amount of securities.
That time element can be reduced,
but it takes special effort and
means treating things out of rou-
tine.

Requirements As to Form of
Stock and Bond Certificates

We have various requirements
as far as the form of stock cer-
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tificates and bonds are concerne’
Stock certificates. must be e
graved from - two steel plate
Every border of every stock ce:
tificate listed on the Exchange .
They are geometric.
designs. They also have a vigneti
which is hand engraved. The pu:»
pose of this is to avoid their dupls
cation,

As you may know, there ha
been a certain amount of counter
feiting of currency which deved
oped about a year and a half ag:
—=$10 bills coming out of Chicage
That is the first attempt to coum
terfeit currency and stock certifi-
cates since 1938. I am happy, te
report that we have not found an
attempt to counterfeit stock cex-
tificates up to now,

There are high standards in the
printing of these certificates, and
we have experts who examine
every new stock certificate pre-
pared by the bank note compa-
nies to see that it comes up te
standards and has the appropriate
details that would be difficult to
duplicate. If suddenly a lot of
counterfeit certificates came inte
being, it would be difficult for us
to operate, because when anyone
buys stock, it is necessary that be
has the assurance that he is going
to get a good certificate.

Requirements for Mortgages

and Trust Indentures

We have certain requiremen’
for mortgages, indentures, ar
trustees. The bond itself must cor
tain the important provisions ¢
the mortgage or indenture. Ther
is, of course, the Trustee Indentur.
Act, but there are certain factor:
that the Exchange looks for ove:
and above what the law might re-
quire.

Wnen there are obligations
which are discharged more than
a reasonable length of time in ad-
vance of the maturity or the re-
demption date, we ask that the
funds be made immediately avait-
able upon discharge. Let me ex~
plain that a little.

If you examine some mortgages
closely, you will find that if the
company should deposit the funds
with the trustee as much as six
months or even a year in advanee
of the maturity or redemption
date, the trustee may discharge
that obligation. Accordingly, let’s
assume that the trustee goes ahead
and discharges the mortgage, but
if the trustee should fail during-
that period, the company is ne-
longer obligated, and the bond-
holder would only have the trus—
tee to look to, and he may, there--
{fore, have to wait for his money.
We ask that when the obligatiom
is discharged, the funds be madc
immediately available to the bond-
holder. If, on the other hand, the
obligation is not discharged and
the company is still liable, »o
question is raised.

We look for a separate trustec
for each issue in order to avoi¥
any conflict of interest. In other
words, if a trustee was trustee for
the first mortgage bond and also
the second there might be a com-
{lict of interest. The [irst shoulé
have one trustee and the second
should have ariother,

We object to interlocking of-
ficers or controls of irustees by
the corporation. If there is an of-
ficial of the company who is am
executive officer of the trustee,
we refuse to accept the issue untik
that is take care of.. .

We have the question of fac-
simile signatures on a bond as
well. That is a very difficult ques—-
tion from the standpoint of the
issuer, particularly if you have a
very large bond issue. If you cam
think of signing your name about
10.000 times, try it, and you wilk
{find that you will be pretty tired®
after the first three weeks. We
have tried to develop some means
of meeting that situation. At the
present time we will permit one
facsimile signature on a bond is-
sue. . Of course, there must be

Continued on page 22
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manual signatures; one, the attest-
ing signature and the other the
signature of the authenticating
agent or trustee.

The facsimile signature can be
duplicated exactly, but, on the
other hand, in the case of a manuaj
signature, it is felt that hand-
writing experts can distinguish
whether it is forged or real.

Listing Fees

The Exchange charges listing
fees for the purpose, of course, to
help pay the expenses of the Stock
Exchange. It has made a profit
this year, but for the previous
three years it has lost money.
These listing fees run in the
neighborhood — well, they have
ranged from $250,000 to as high as
$5,000,000. In recent years they
have been running about $1,300,-
000 per annum. That will give us
about 25% roughly of the income
of the Exchange, not only for list-
ing, but maintaining a market on
the floor of the Exchange.

We have certain requirements
as far as the voting rights of the
common stocks are concerned, as
well as the preferred. The Ex-
change has refused to list nonvot-
ing common stock since 1926, I
am happy to say that all of the
companies that had nonvoting
common stock in 1926, of which
there were about 15, have now
changed, and all of the common
stocks presently listed on the Ex-
change now have the right to
vote. :

With respect to preferred
stock, we do not ask for voting
rights except on default of the
equivalent of six quarterly div-
idends. At that time we would
ask that they have the minimum
right to elect two directors, vot-
ing as a class, in order that the
preferred stockholders will have
representation on the board. We
also ask that a ; vote of the pre-
ferred stockholders be required
in order to change substantially
any of the rights or privileges of
the stock.

With respect to voting trust
certificates, we look into each
situation as it develops. The pol-
icy might be expressed in this
way: We have a number of vot-
ing trust certificates listed on the
Exchange at the present time,
principally railroads, which came
out of reorganization and those
ferms of voting {rusts were ap-
proved by the court and were a
part of that reorganization.

On the other hand, if we feel
that a voting trust was being set
up to perpetuate management,
then we would refuse to list that
\oting trust certificate. We try
12 differentiate between the two.
1’any a voting trust is set up in
2 plan of reorganization just to
4 sure the continuation of man-
ag2ment in order to give certain
cla-ses of security holders a bet-
ter break than they otherwise
might get.

1’2 have certain regulations
with respect to the stock dividend.
We 2ave studied that over a long
per 1 of time and we feel that
the . tock dividends declared in
1929 contributed to a degree—we
wo_idn't know to what extent—
to “ e tremendous rise and fall
whilh occurred at that time. It
v .5 felt that many stockholders
t .ought when they received a
stock dividend, they were receiv-
ing income, which in reality was
a return of capital. It- was not
well understood.

Accordingly, in 1941 we set a
basis for stock dividends whereby
in the event a company deter-
mined to pay a stock dividend, it
would be necessary for them to
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transfer from earned surplus to
capital surplus an amount which
would represent a fair value or a
fair market value of the stock
which was being issued as divi-
dend. Also that the earnings for
the period from which the stock
dividend was paid were sufficient
to cover the amount to be charged
tor the stock dividend, after de-
ducting cash dividends. That
had an automatic effect on stock
dividends, so that the companies
couldn’t go along willy-nilly, since
it didn’t represent any cash dis-
tribution, and declare the stock
dividend. It was necessary for
the purpose of listing the addi-
tional stock represented to see
that these two factors were taken
care of, that is, one, that it was
accounted for on the basis of the
so-called fair market, and, two,
that the dividend was earned
over the period covered by the
stock dividend. We use as a
measure the period between the
stock dividends.

Accordingly, if a firm paid an
initial stock dividend they' could
go back any reasonable period of
two, three, four or five years if
they desired, but if in one year
they declared a second stock
dividend, the period of measure
was between the two stock divi-
dends. That has a substantial
limiting effect, because it means
that if the company had -a loss for
that year, they couldn’t, under
our requirement, issue a stock
dividend. ’

Terms of Subscription Rights

Listed companies are under
agreement to give adequate tin}e
for subscription rights, that is,
the right to subscribe. Many com-
panies in order to obtain ad-
aitional equity capital will have
a rights offering. We find that
particularly true in the utility
companies during the last two or
three years. The utilities seek
more and more additional equity
capital through the so-called
rights offering whereby they of-
fer their stockholders the right to
subscribe to additional shares of
common stock.

That may be in varying ratios,
perhaps one new share for each
ten shares held or each five shares
depending upon how much addi-
tional capital they may need, The
Exchange has certain require-
ments in relation to those rights
in order that stockholders will
have adequate opportunity either
to subscribe for the additional
shares or to sell their rights.

You may be interested in the
history of those rights. Back in
1880 it was usual to require a
stockholder to come in personally
to the office to subscribe to the
stock right. After 1880 it be-
came customary to send out a
printed slip of paper to enable
stockholders to sign and subscribe
for the stock without actually go-
ing to the office of the corpora-
tion. After that it became the
practice to make these slips of
paper transferable, so that if the
stockholder was not interested, he
could turn it over to his next-
door neighbor to subscribe.

It was around 1910 that the en-
graved form of warrant, as it is
today, was issued. That was
transferable so that it could be
passed on by the stockholder to
somebody else.

Usually these rights have value
in that, let’s say, the stock is cur-
rently selling around $25 and the
right to subscribe might be at a
ratio of, let's say, one to ten, at
a price of $22 per share, It would
then have value for the person

who had the right to subscribe
since he could buy the stock at
$22 when it was selling at $25.
The stockholder can sell his right
for the value represented by the
difference between the current
value and the subscription price,
and he can realize on it either
way.

Unless he has time to do that,
you might feel that he is not get-
ting his due, which would be cor-
rect. Therefore, we have set up
certain time schedules for that
purpose, They are for a minimum
period of 16 days where ordinary
mail is concerned, and 14 days
under certain circumstances
where all rights west of the Mis-
sissippt River are mailed by air
and an opportunity is given to
stockholders to subscribe by
means of telegraphic subscription.
That means he could go to any
banker or member of the Stock
Exchange and they in turn would
send a telegram to the subscrip-
tion agency in New York City,
advising of the subscription and
making funds available, Trey
would then forward the warrants
by mail. *

We keep watching to make
sure that stockholders are af-
forded an adequate opportunity to
subscribe. The problems are these.
These offerings are usually un-
derwritten by underwriters who
carry the risk since they guar-
antee to take down any snares
that are not subscribed to by the
stockholders. If the market dur-
ing that 14-day period drops from
the original selling price of $25,
with a subscription price of $22,
to $20, the right becomes value-
less and very few of the shares of
stock are subscribed, and the un-
derwriter has to take down the
remainder.

Therefore, the underwriter
would " like to see that period
shortened, and, cn the other side,
the Exchange tries to keep it suf-
ficient for the benefit of the
stockholders to have an opportu-
nity to subscribe or sell. - Each
rights offering is a problem in re-
lation to the risk involved as
compared with the time element
for the benefit of the stockholders.

Just to give an illustration of
that, we made a study of the sub-
ject back in the early part of 1947
after the failure of three rights
offerings. We found that on 43
rights offerings which had been
successful, the underwriters made
a profit of roughly $2.4 million,
while on three rights offerings
which were not successful, their
losses were in excess of $3 mil-
lion." It got to the point where an
underwriter would not underwrite
a rights offering unless the period
was as short as five days, although
the Stock Exchange insists on 14
days.

. Therefore, there were no rights
offerings, Something had to cut
that Gordian knot. The situation
was talked over as to whether
there was a new approach to be
found whereby instead of the un-
derwriter sitting back with his
big selling organization and do-
ing nothing, they could partici-
pate in the offering during the
period of the subscription. That
was a new concept of the under-
writers coming in and doing some
selling over the offering period.

The plan was worked out
whereby the underwriters would
have to wait twenty-four hours
after the rights offering was made
in order to give the warrants an
opportunity to seek an appropri-
ate level from the standpoint of
price.. Then they could go ahead
and buy warrants at that price
and dominate the market, if
necessary, as long as they didn’t
increase that price.

Through that means we are
able to get back on schedule so
that companies can obtain their
capital and underwriters would be
willing to take a risk of 14 to 16
days. There are many angles to
the rights offerings which cause
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many problems and difficulties as
they-come up...,...

Proxy Requirements

We~have certain requirements
as far as the proxies are con-
cerned.” A proxy is the means of
obtaining tne stockholder’s vote.
As a general rule, companies send
out proxies to the stockholders
in order.that they may sign them
and return them to the company
for the purpose of the vote. Many
companies are so large that it
would be. impossible for all the
stockholders to be present at the
annual meeting.

There are many factors in that
relationship. The Securities and
Exchange Commission has proxy
rules. If a.company solicits prox-
ies, it is ‘necessary to conform
with the rules of the Securities
and Exchange Commission gov-
erning the form of proxies.

There are.certain difficulties in-
volved. Af .one time all compa-
nies except  those organizations
listed on the Exchange solicited
proxies. In+1938 the Commission
required the disclosure in proxy
s.atements of the salaries of cor-
porate officials. Since that time
about 10% of our listed companies
have not solicited proxies because
of the necessity of that disclosure.
That is our understanding, at
least. They feel that disclosing
the salaries of corporate officials
wcould cause a terrific amount of
dislocation in the company, and
would cause much talk across
bridge tables in particular towns
in which they do business.

There is no requirement of the
Stock Exchange or the SEC that
a company must solicit proxies.
It is up to the company as to
wk~+“rr or not they want to do it.

Member firms are permitted to
vote proxies which have been'

submitted to the beneficial own-
ers, provided there is no contest
and it is not a matter which sub-
stantially affects the legal rights
and privileges of the stockholders.
Therefore, it is necessary for
the Exchange to examine those
proxies to see whether the mem-
ber firms may or may not vote
on the question. It depends on the
circumstances.

1 could give ycu any number of
cases, but I will give a broad gen-
eralization. Such a one might be
the request to create a new se-
curity ‘which affects the rights
and privileges of the stockholder.
The member firm may not vote,
and must go to the beneficial
owner for the purpose of deter-
mining how he desires to vote.

The Exchange has special re-
quirements for foreign shares. We
would like to list the ordinary
shares of a foreign company, but
many difficulties arise, We have
listed the so-called ordinary
shares of companies organized
under the laws of Cuba, Canada
and the Philippines, but beyond
that we have not been able to go.
We are hopeful that some time we
can. The problems are these:

Take English companies, for in-
stance. They have both registered
shares and ordinary shares. The
transfer of registered shares is
not by the simple power of as-
signment such as we have. The
procedure is almost like selling
a house and getting a deed for
that particular transaction. That
wouldn’t fit into our market.
Therefore, we have used the de-
vice of the so-called American
share whereby we list the Eng-
lish company, such as Electric &
Musical Industries. What happens
is that the so-called American
share is issued against deposit of
the ordinary share. That Amer-
ican share is transferable the
same as any other domestic com-
pany stock certificate, and the
dividends are mailed by check to
the registered stockholder of that
American share. For that reason
the American share is similar to
domestic shares as far as the
United States holder is concerned.

Now, many companies abroad
have coupons attached to their or-

dinary shares. The reason for that
is that in France, for instance,
they can take them out and bury
them. They have been subjected
to so many invasions, they want
something they can keep without
an invading army knowing that
they have it. In this country we
have registered certificates and
those are transferable by assign-
ment, and we expect to receive
everything from the company
from financial reports to dividend
checks, and we try to give the se-
curity holder what he expects.

That is why the American share
certificate provides for the facil-
ities which otherwise wouldn’t be
present. You ‘could take some
ordinary shares of Electric &
Musical Industries and place them
with a depository in London. He
would release them through the
New York depository and some
hours later the American share
would be issued. So you would
have no problem buying and sell-
ing because it is all done by cable.
You would have to pay the cable
charge. The only difficulty teday
is exchange restrictions because
if you bought the American shares
and sold ordinary shares in Lon-
don, you couldn’t take the United
States dollar out.

There are other factors as well.
In many countries, France, for in-
stance, they have the so-called
opposition. If, for example, you
owe some money, and the person
to whom you owe that money
knows you have some bearer
shares of X, Y, and Z, he can go
to the company and file an oppo-
sition against them. Accordingly,
that opposition follows; those
shares, and if you decide to sell
your shares tomorrow the new
owner of those shares would be
liable for that debt. By checking
that we can assure that each
American share has no opposition
against the ordinary share. That
is the function of the depository.

Certificates of Deposit

We have certificates of deposit
and an assent of security which
may be of interest. Certificates of
deposit are usually issued where
it is felt that the consent of the
security holder is needed to adopt
some plan which probably rep-
resents a recapitalization or re-
organization of the company as
absolute evidence that the stock-
holder will go along with that
plan.

In other cases a mere assent by
the security holder has been
found sufficient. We prefer the
assent method for the reason, par-
ticularly if the certificate of the
underlying share is not inter-
changeable, we find that they
may sell at two different prices.

Cases of Delisting

I should like to talk about de-
listing. There are a number of
securities listed on the Exchange
that we would rather not have,
but it is a very difficult prob-
lem to delist them. There are cer-
tain procedures which we must
follow. It is necessary for the
board of governors to authorize
the delisting, and to file an ap-
plication with the Securities and
Exchange Commission tfo delist
the security.

I will just give you one experi-
ence which we have had in re-
lation to this subject. We de-
listed a number. of securities
which we felt were absolutely in-
adequate for the purpose of con-
tinuing on the list. Of coursc. that
is one of the rcasons fur the
standard of listing. .

We will take the
New York and Har
About 97% of that i
New York Central.
this large holding, thcie
about 4,000 shares out
There are about 200 holders of
security. Several year: @20 (.
short period that stock
sharp price rise on #azil v )
We were not makinz a sz 1
We thought that stc:ic chould nut
be listed on the Excharge znd

at from
are only

1%
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determined to hold a public hear-
ing of our own concerning its de-
listing. ‘

" Well, of the 200 holders about
100 showed up at the public hear-
ing and another 50 were repre-
sented by letter protesting the
delisting. - They said, “True, it
may not make the kind of a mar-
ket you expect on the floor of the

" Exchange, but at least we can
see what is going on. If it is
taken off and put on an over-the-
counter basis, we won’t know.
You are selling us down the
river.” They claimed they bought
the stock as it was listed, and
saw no reason why it should not
continue to be listed.

‘It is very difficult to know
what to do in a case like this. It
was listed for a long period of
years, and it is very difficult to
just arbitrarily remove it from
the list.

1 should have gone into this be-
fore at the beginning. The Ex-
change is not responsible for val-
ues. We expect the company
listed will be a going concern and
will continue to be a going con-
cern.

It is the old story. If you went
to a banker at the turn of the
century and said, “Where shall I
put my money?” he would prob-
ably say, “Buy railroads. That
is a service industry and they will
be continuing in business for
years and years. But keep away
from the new-fangled industrials.”
Well 75% of the stockholders of
railroads were wiped out through
reorganizations since the turn of
the century, particularly since
1920.

The Exchange. couldn’t protect
people against that. That is not
the function of the Exchange.
That is like the manufacturer of
horses’ buggies who didn’t trans-
fer to the manufacture of auto-
mobiles; He is now out of the
picture.

We try to see that full informa-
tion is available, and it is up to
the security holder to determine
whether or not management keeps
pace with the times. We cannot
interfere with management. Com-
panies may prosper or they may
go out of business; we are hope-
ful they will continue to prosper.

With Merritt in Pittsburgh

PITTSBURGH, Pa.—John F.
Donahue is now connected with
King Merritt & Co., Inc.

Thomas Lysett Joins
Courts in Durham

(Special to Tue FINANCIAL CHRONICLE)

DURHAM, N. C.—Thomas A.
Lysett has become associated with
Courts & Co., 111 Corcoran Street.
Mr. Lysett was formerly with
. Thomson & McKinnon in Florida;
was with Oscar Burnett & Co,,
Elder & Co., and in the past was
with Fenner & Beane in the
South and Southwest,

Business |
Man’s

Bookshelf

Democracy in Politics and Eco-
nomics—Charles P. Taft—Farrar,

Straus and Co., 53 East 34th
St., New York 16, N. Y.—cloth—$2.

Development of A Policy for In-
dustrial Peace in Atomic Energy,
The—Donald B. Straus—National
Planning Association, 800 Twenty-
first St., Washington 6, D.
—paper—=$§1.

Management in Motion—Neil W,
Chamberlain—Labor and Manage-
ment Center, Yale University,
New Haven, Conn.—paper—3$2.

igitized for FRASER
tp://fraser.stlouisfed.org/
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The State.of Trade and Industry

to drain them off almost as.fast as they are received, “The Iron
Age” points out. &£

Pressure is increasing for nearly all types of steel products,
and. a large tonrage carryover into. the .fourth quarter is now
expected. Althotigh the fourth quarter could be scld out quickly,
producers don’t,want to open their books until they learn defi-
nitely from Washington how steel is going to be distributed. A
good deal of business has already been turned away pending
clarification from the Capital, this. trade authority concludes.

The American Iron and Steel Institute announced this week
that {he operating rate of steel companies having 94% of the steel
making capacity for the entire industry will be 99.4% of capacity
for the week beginning July 17, 1950, compared to 96.0% a week
ago, or a rise of 3.4 points. .

This week’s operating rate is’equivaleni to 1,894,800 tons of
steel ingots and castings for the entire industry, compared to 1,-
830,000 tons a week ago., A month ago the rate was 101.2% and
production amounted to 1,929,100 tons; a year ago it stood at
78.3% and 1,443,500 tons.

]

Electric Output Recovers Some Ground

The amount of ‘electrical en¢rgy distributed by the electric
light and power industry for the week ended July 15, was esti-
mated at 6,006,345,000: kwh., according to the Edison Electric
Institute. ,‘

It was 626,421,000 kwh. higher than the figure reported for the
previous week 664,238,000 kwh., or 12.4%, above the total output
for the week ended~July 16, 1949, and 908,887,000 kwh. in excess
of the output reporied for the corresponding period two years ago.

Carloadings Reduced by Rail Strike, Holiday and Vacations

Loadings of revenue freight for the week ended July 8, 1959,
totaled 553,876 cars, according to the Association of American
Railroads. This was a decrease of 229,481 cars or 29.3% below the
preceding week due to¢ the July 4 holiday, the coal miners annual
vacation period, and a strike of switchmen on five western rail-
roads.

The week’s total represented a decrease of 41,445 cars, or 7%
below the corresponding week in 1949, and a decrease of 201,224
cars, or 26.6% below the comparable period in 1948.

The corresponding weeks of 1949 and 1948 also included the
July 4 holiday.

Auto Output Rises Despite Steel Shortage and Strikes

According to “Ward’s Automotive Reports” for the week
ended July 1, motor vehicle production in the United States and-
Canada advanced to an estimated total of 202,594 units, compared
with the previous week’s total of 137,731 (revised) units.

Total output for the current week was made up of 158,260 cars
and 34,804 trucks built in the United States and a total of 6,920
cars and 2,610 trucks built in Canada.

The week’s figure was achieved despite “a mountine steel
shortage” and strikes in plants of two important parts suppliers,
“Ward’s” said.

The week’s total compares with output of 156,436 units pro-
duced in the United States and Canada in the like 1949 week

Business Failures Rise in Post-Holiday Week

Commercial and industrial failures rose to 187 in the week
ended July 13 from a hcliday low of 138 in the preceding week,
Dun & Bradstreet, Inc., reports. Casualties reached ‘the highest
level since May and were more numerous than in the comparable
weeks of 1949 and 1948 when 167 and 91 concerns failed respec-
tively. Despite this increase, failures were 31% below the pre-
war total of 272 iggthe similar week of 1939. o

Casualtiesredlwing both large and small liabilities, increased
from the previou§:weck:.

Most of the (n%elc’é{' increase was concentrated in retail trade.
The number of concerns failing equalled or exceeded the 1949
level in all industry and trade groups except construction. The
sharpest relative rise ‘from last year occurred in retailing where
casualties were 1’ Z3%,.

Six of the nine’ major regions reported more casualties than a
year ago; the exceptions to this general rise were the New Eng-
land, South Atlantje.and East South Central States.

Food Price Index Rises to New 19-Month Peak

The rise in wholésale food prices was moderate last week
following the previous week’s sharp upturn. The Dun & Brad-
street wholesale food price index rose 9 cents to stand at $6.28 on
July 11, a new high since Dec. 7, 1948 when it stood at $6.33. In
the preceding period the index showed a 15-cent gain. The current
figure represents an increase of 10.6% above the $5.68 of a year
ago, but it is 14.7% below the all-time peak of $7.36 recorded on
the corresponding date two years ago. .

The index represents the sum total of the price per pounq of
31 foods in general use. It is not a cost-of-living index and its
chief function is-tovshow the general trend of food prices at the
wholesale level.

Commodity:Price Index at Highest Level Since
. 4o September 1948

The upturn jn_cpmmodities was accelerated the past week by
the influence of international developments resulting from the
Korean situatiop.....The Dun & Bradstreet daily wholesale com-
modity price index advanced sharply to the highest level since
September, 1948,  The.index closed at 275.58 on July 11, up 5.15
points from 270.43.a.week previous, and compared with 238.65 on
the like date a year ago. )

Grain prices iluctuated irregularly during the week but
scored further substantial advances in the face of seasenally down-
ward influences. /% "

In addition to the Korean situation, bullish sentiment was
aided by the announcement of government loans on many crops
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at higher levels than last year Offering§ of corn wer i

. . B e
taken. Aided by persistent commission house buying, bort?dtlrllg
July corn contract and the cash article rose to new highs for the
season with current prices above the loan level of the 1949 crop.

Trading in grain futures on the Chicago Board of Tr

1 ad
expandgd sharply to a ,dal.ly average of 50,800,000 bushels durineg
the holiday week, comparing with 43,000,000 the previous week,

and 45,600,000 in the same week a year ago.

. Hard wheat flour bookings in the Southwest showed some
improvement but buying in the East remained relatively light.
Bakers and jobbers hesitated in making commitments in the hope
that pressure of new wheat marketings wouid result in more at-
tractive offgrmgs. Trading in cocoa was active with prices touch-
ing new high ground for the season in irregular movements,
Actual cocoa prices were up 1Y% cents a pound for the week,
Coffee also struck new seasonal highs. The spot Santos 4s grade
closed at 52Y% cents a pound. a rise of 2% cents over a week ago
and comparing with 27% cents at this time a year ago. ’
. Lard was active and strong at recent high levels, i
in the Chicago livestock markels continued active. Li\,}gaﬁgg
moved irregularly higher with seasonally light market receipts
resulting in highest prices in twenty months. Fresh and cured
pork meats also registered substantial advances during the week.
Cattlg and sheep prices moved upward, reflecting a firmer price
tone in wholesale meat markets.

Domestic cotton prices displayed a strong undertone most of
the past week and rose sharply in closing sessions. Spot prices at
New York closed at 38 cents a pound, a rise of almost 3 cents over
a week previous and the highest in over two years,

.T_he sha:rp upturn. was sparked by the publication of the first
official estimate of the acreage planted to this year’s crop, which
was far below {rade expectations.

The Department.of Agriculture report placed the acreage
of cotton under cultivation on July 1 at 19,032,000, or 31.3%
smaller than last year’s figure of 27,719,000. )

Cotton textile markets continued active. Demand for all kinds
of gray goods was strong with prices trencing higher. Many rmills
were reported withdrawn from the market pending new price
developments.

Trade Volume Lifted by Clearance Sales and Korean War

. Spu_rred by prevailing July clearance sales and continuing
international tension, the nation’s consume+s increased their buy-
ing somewhat in the period ended on Wednesday of last week.
Aggregate retail dollar volume, according to Dun & Bradstreet,
Inc., in its current summary of trade, was slightly to moderately
above the level for the similar 1949 week.

Items of sportswear remaincd popular with shoppers, as the
total demand for apparel rose last week. Beach clothing and
suits of tropical fabrics for both men and women were eagerly
sought, While hosiery was in limited demand, there was a marked
call for women'‘s footwear, especially of the informal varieties.
There continued to be an appreciable interest in accessories,
though it was not so noticeable as in the previous week,

The over-all amount of retail food bought in the week was
nearly unchanged; a slightly decreased unit volume countered ris-
ing prices in some foodstuffs. Fresh cuts of meat were superseded
by processed varieties on the tables of many consumers.

Buying economy was also reflected in the increased demand
for the less expensive canned foods at the expense of some fresh
produce, :

The dollar volume of dairy products rose slightly in scattered
sections.

There were sharp increases in the demand for some house-
furnishings the past week, as the total volume of durable goods
rose moderately from the level of the previous week. The interest
in major appliances was particularly notable; refrigerators, wash-
ing-machines, and ranges were in wide demand in some areas.

Volume in television sets and some electrical appliances re-
mained at a high level.

The demand for furniture was largely unchanged.

Total retail dollar volume in the period ended on Wednesday
of last week was estimated to be from 1 to 5% above a year ago,
Regional estimates varied from last year's level by these per-
centages:

New England and South +3 to —1; East 42 to —2; Midwest,
Northwest, and Pacific Coast 41 to 45; and Southwest 0 to +4.

There was a moderate rise in wholesale orders in the week
following the previous holiday-shortened week. Total dollar
volume was somewhat above the level for the corresponding week
in 1949. The number of buyers in attendance at the various
wholesale centers increased sharply last week and was about on
a level with a year ago.

Department store sales on a country-wide basis, as taken from

the Federal Reserve Board’s index for the weck ended July 8, 1950,
rose 7% from the like period of last year. An ircrease of 10%
was recorded in the previous week from that of a year ago. For
the four weeks ended July 8, 1950, sales showed a rise of 6% from
the corresponding period a year ago, but for the year to date a
drop of 1%.
" Here in New York the past week promotional offerings and
purchases stimulated as a result of the Korean conflict served
to lift retail trade volume of department stores about 109, above
the 1949 level.

According to the Federal Reserve Board’s index, department
store sales in New York City fcr the weekly period to July 8, 1950,
declined *7% from the like period of last year. In the preceding
week an advance of 7% (revised) was registered from the similar
week of 1949. For the four weeks ended July 8, 1950 no change
took place. For the year to date volume decreased by 4%.

*In using year ago comparisons allowances should be made
for the differences in the number of trading days. For stores in
some cities the week ending July 1 had one more trading day
than the corresponding week last year and conversely the week
ending July 8 contained one less trading day.
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The Security I Like Best

figure of the cash tarow-ofi.
Accordingly, for those who aie
willing to accept wvariability in
ihe price of the shares, there is an
intrinsic fundamental value and
appreciation expectancy whicl is
great, and which in some respects
‘can dissociate itself from the
vagaries of the stock inarket as a
‘whole.

GEORGE B. FISHER
Security Analyst,
Bosworth, Sullivan & Co.,
Denver, Colo.

+ (Southern Union Gas Company
Common Stock)

Of course, there are many com-

mon stocks that one might choose
after close study as “The Security
X Like Best,” but one which is par-
ticularly at-
{ractive in my ; ; e
opinion is the ’
common stock
.of Southern
Union Gas.

This stock,
{raded over-
‘the-counter, is
not only suit-
able for the
conservative
investor, but
it also has a
speculative
flavor which
should appeal

-{0 the appetite
of those investors more interested
in- possible capital appreciatio..
The conservative investor is
usually looking for stability of
earnings, reasonable income and
‘moderate appreciation possibili-
ties through growth of tie com-
pany’s operations. The speculative
investor is looking for a security
which may give him a handsome
reward for the risk he assumes.
By the purchase of Southera
Union, the buyer receives tnose
features desired in a conservative
investment through the utility
_operations and at the same tiiue
receives a speculative interest in
oil and gas acreage which has
great potential value.

As a utility, Southern Union is
wengaged in the transmission and
distribution of natural gas in New
Mexico, West Texas, and. to one
-community in Colorado, Because
iof the proximity of either gas
fields or major_pipelines to the
:various areas served, the system
+is not interconnected. The com-
-pany produces approximately 30%
jof its gas requirements, purchas-
ing the balance from pipelines or
independent producers.

Growth in most parts of the
territory served has been out-
standing. Some idea of this growth
is realized by looking at the pop-
ulation comparison of cities served
at retail. Albuquerque, New Mex-
ico, which is termed by some as
the “fastest growing city in the
Southwest,” shows a population
increase from 35,450 in 1940 to a
preliminary figure of 97,000 in
1950, Other comparisons include
Carlsbad with a population of
7,100 in 1940, now estimated at
23,000; Clovis, New Mexico, from
10,000 {o an estimated 24,000; El
Pdso, Texas, from 96,810 to 137,-
000. Other large cities served in-
clude - Austin,* Port Arthur and
Galveston, Texas; and Santa Fe,
New Mexico,

This dynamic growth of popula-
tion is, of course, reflected in
Southern Union’s operations. In
1944, the company was distribut-
ing natural gas to 59,706 customers
and at the end of 1948 served a
total of 85,851. 1949 was the great-
est expansion year in its history.
‘Through merger of Texas Public
.Service, the purchase of Albu-
querque and other properties, and
by additions to existing facilities,
a total of over 171,000  customers

George B. Fisher

were using natural gas at the end
of the year, a gain of 99.4%. In
the past five years, volume of gas
delivered increased 69%, annual
revenues from gas sales 78% and
net income 89%.

The outlook for continued
growth in utility operations is
most promising. Since merger of
Texas Public Service in July 1949,
over 5,000 new meters have been
added to these properties and over
6,000 meters to the Albuquerque
gystem since its purchase in Sep-
tember 1949. In the first five
months of this year, new cus-
tomers added in Albuquerque
Lave averaged about 8uU0 per
month and still the demand is far
{rom satisfied. In addition to con-
tinued growth from existing fa-
cilities, Southern Union has plans
for extending service to three New
Mexico towns which will add
about 1,500 new meters. The com-
pany has also been granted fran-
chises in eight new towns in Ari-
zona which will receive natural
gas upon completion of the San
Juan pipeline of El Paso Natural
Gas Pipeline Co. recently author-
ized. "T'his project is expected to
zdd at least 15,000 new customers.
It can thus be seen that there is
every reason to believe that sales,

' revenues and net income will con-

tinue to show outstanding growth.

Earnings for 1949 were $1.34
per snare based upon 1,196,378
chares outstanding at the end of
the year, which only includes the
operations of Texas Public Service
from July 31, 1949 and the Al-
buquerque properties from Sept.
30, 1949. In spite of one of the
mildest winters on record, earn-
ings for the first three months of
1950 rose to 95 cents per share
on 1,500,220 shares, which com-
pares with 80 cents per share on
1,181,772 shares for the first quar-
ter of 1949. It is estimated that
full year operations will result in
earnings of approximately $1.75
per share in 1950 and that earn-
ings of over $2 per share are pos-
sible for 1951. The common stock
is only on an 80 cents annual div-

idend basis which would indicate

a possible dividend increase.

There has been a tremendous
improvement in Southern Union’s
credit as witnessed by the fact
that $18,000,000 of bonds with a
27 % coupon were sold at a pre-
mium in early 1950. Capitalization
is now well balanced, with long-
term debt representing 46.1% of
the total at March 31, 1950, pre-
ferred stock 21.4% and common
stock and surplus 32.5%. Current
working capital exceeded $3,-
000,000,

In my opinion, the Southern
Union purchaser is buying a
sound natural gas distributing
utility which should continue to
show substantial growth in the
future and which should result in
increased earning power as well
as increased dividend payments
in the years to come. At its cur-
rent price of 17, the stock offers a
yield of 4.7% and is selling at 10
times estimated earnings which is
in' line with other natural gas
stocks.

Turning to the speculative side,
we -find ‘Southern Union and its
wholly owned subsidiary, Aztec
Oil -and Gas Company, have in-
terest in over 350,000 acres of oil
and gas leases, of which 200,000
are located in the San Juan Basin.
The company and subsidiaries
have already completed 87 gas
wells and since Jan. 1, 1950, have
completed 10 additional gas welis
with four more in the process of
being drilled. The success of its
drilling is indicated by the fact
that the company completed a
discovery well in the new La
Plata Gas Field and then brought
in two additional producers. The
company also has half-interest in
»two gas‘wells in the recently dis-

covered Blanco Gas Field. Present
known gas reserves are estimated
in excess of 500 billion cubic feet.
While space does not permit full
discussion of this area, the San
Juan Basin has great potentials,
and in the recent hearing for
authorization of the San Juan
Pipeline, potential reserves have
been estimated as high as 9 trillion
cubic feet in this area. It would
thus appear that Southern Union
should be able to prove up a con-
siderable amount of acreage out
of the 200,000 acres held in this
area,

Southern Union was giving con-
sideration to the divestment of
Aztec Oil and Gas Company from
its operations earlier this year.
However, certain circumstances
arose whereby this was postponed
—one of the main reasons being
that Southern Union is spending
over $200,000 a month for drilling
which the new company would
have been unable to finance. The
idea of the divestment, however,
has not been given up, and con-
sideration may again be given
when it is felt that it will be ben-
eficial to the stockholders.

This, then, is the speculative
flavor—ability to add
known gas reserves of the com-
pany and possible divestment of
Aztec Qil from Southern Union to
give the stockholder .a gas pro-
ducing company of considerable
value.

GEORGE V. HONEYCUTT

Harbison & Henderson
- Los Angeles, Calif.

(Kern County Land Co. Common)

There is no “one” security that
is “best” for the future, but I
should like to call attention to a
Company that, in my opinion, is
a sound in-
vestment and
has  a. great
future! That
is — Califor-
nia’s giant
Kern County
Land Com-
pany.

Now, that’s
not a very ro-
mantic sound-
ing name —
but let’s see
what is be-
hind it.

Kern County
Land Com-
pany is rich! Rich in land, oil,
cattle and water. And plenty of
money in the bank.

The Company was incorporated
in California in 1890 for the busi-
ness of raising cattle and crops,
and the operation of .an irrigation
system. hile thesé operations
have prospered and grown, it
was the discovery of a major oil
field on their land in 1936 ‘that
brought great value to the Com-
pany.

Their land is owned in fee, and
is located in the following states:

State No. of Acres
California 405,000
Oregon 142,000
Arizona 561,000

745,000

Wi, ‘ 4
George V. Honeycutt

1,853,000

While their oil operations con-
stitute about 90% of their annual
income, we might look briefly
their other activities,

The- Company is one of the .

largest cattle producers in the
United States, owning at the end
of 1949 approximately 54,000
head, mostly Herefords. The
ranches in Oregon, New Mexico,
and Arizona are used as breeding
grounds for the production of
calves, which are shipped to. the
ranches in Kern County for fat-
tening, Net profit from cattle op-
erations in 1949 was $221,698.
The Company leases about 24,-
000 acres of its land to about 85
farmers for the production of po-
tatoes, cotton, sugar beets, etc. In
1949 the net revenue from crop
operations was $1,188,585.
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The Company’s canal and irri-
gation systems comprise approxi-
mately 1,000 miles of canals and
ditches.

As I stated before, their oil
income really begins with the first
major discovery made in 1936,
when the famous Ten Section
Field was brought in by Shell Oil
Company. Thereatter several
other major oil fields were dis-
covered and explored on Com-
pany lands. The Company has
not itself engaged in operations
for the exploration, development
and production of oil and gas, but
has leased its lands on a royalty
basis to major operating oil com-
panies for that purpose.

At the present time approxi-
mately 34,000 acres in California
are under oil and gas leases, and
there are 769 oil and gas wells on
the Company’s lands. In 1949
their net revenue from oil and gas
royalties was $16,605,731,

The following figures tell the
story of Kern’s growth in the past
10 years:

Oper. Net

Revs, Inc.
(000’s omitted)
$23,081 $12,460
19,737 11,293
16,622 9,465
12,211 6,665

Earn.
Sh.
$6.23
5.65
4.73
3.33

Divs.
$4.50
4.00
3.25
2.50

Kern County Land Company’s
capitalization- consists of 2,000,-
000 shares of common stock. It
has no preferred stock or funded
debt. As of Dec. 31, 1949, current
assets totaled $20,597,945—against
current liabilities of $5,762,449.

Marketwise, the stock has been as
low as 45% this year, and as high
as 58%. As tais is wriiten, it is
selling at 54. Based on last year’s
dividend of $4.50, that is a yield
of over 8% %.

As to the future, there are many
factors to look forward to. New
oil fields may be discovered any
time, which would greatly en-
hance the over-all value. The
Company received a $3,500,000
tax refund this year, and those
close to the picture feel sure that
at least part, if not all, will be dis-
tributed to the shareholders later
on this year. Therefore, as earn-
ings have been running ahead of
1949, Kern County Land Company
shareholders should profit hand-
somely.

Kern County Land Company
common is listed on the New
York, Los Angeles and San Fran-
cisco Stock Exchanges and, in my
opinion, is a conservative invest-
ment for either individuals or in-

at

11,860 4,106
8,464 3,113

2.05
1.56

1.75
1.00

stitutions,

" Railroad Securities

Chicago, Milwaukee, St. Paul & Pacific

Considerable interest has been developing in the lower priced,
more speculative, rail stocks in the past couple of weeks, Specu-
lators are harking back to the days of World War II and recalling
the substantial earning power these roads were able to develop
under an all-out war economy. Since the end of the war many of
these properties have been hard pressed to show much, if any-
thing, in the way of earning power and have, th.erefore, been pretty
much neglected marketwise. Now, with the prospect of a heavy
armament program and the likelihood of fairly heavy material
shipments overseas, it is felt in some quarters that these highly
leveraged properties may again be able to show good profits,

One of the favorites in the low priced group has been the
common stock of Chicago, Milwaukee, St. Paul & Paciifc. At the
opening Monday, this stock was selling only a half point below
the year’s high and almost 60% above the 1950 low. In addition
to the general factors attracting speculators to low priced equities
as a whole there is one specific consideration in this picture that
may be having considerable market influence. That is the ques-
tion of control of the company. Up te now this control has been
vested with the voting trustees. The voting trust expires late this
yktlear, At the next annual meeting control will pass to holders of
the stock. ’

As of the present writing it is not definitely established
whether the Board of Directors will be dominated by the preferred
or by the common stock. Each class is entitled to one vote per
share. Under normal conditions, then, control would rest with the
2,123,214 common shares rather than the 1,121,740 preferred shares.
However, the preferred stock, voting as a class, is entitled to elect
a majority of the Board until preferential dividends aggregating
$15 per share for three consecutive calendar years have been pro-
vided. Only $3.25 has been paid so far this year and $4.00 in each
of the two preceding years. To meet the $15.00 requirement, and
thus give the common the privilege of electing a majority of the
Board in 1951, an additional $3.75 must be paid on the preferred
this year.

The general feeling is that the additional $3.75 will be paid
this year, and the full $5.00 next year. Last February, when the
$3.25 dividend was declared, Chairman Leo T. Crowley, stated that
when final determination of the company’s tax refund claim is
made the Board will give further consideration to payment of
additional dividends on the preferred in respect to certain years
in which the full dividend had not been paid. A settlement of the
claim on a basis favorable to St. Paul has been expected for some
time but new delays keep cropping up and there is no telling
when it may come. The amount involved would, it is believed,
just about cover the necessary $3.75 payment on the preferred.

Since the end of the war St. Paul’s earnings have presented a
sorry picture. It has again been demonstrated that a mere change
in the capital structure is not sufficient to eliminate the troubles
of an individual railroad if other weaknesses, such as traffic or
operating difficulties, remain. On'a pro forma basis common share
earnings, after sinking and other reserve funds, hit a peak of
$14.77 a share in 1943. In contrast, in only one of the past four
years has the company been able to cover the preferred dividens
in full. In one year, 1947, there was a balance of $0.49 a shure
available for the common. ’

There has been a decided change for the better in the com
pany’s operations this year. Gross was off modestly in the five
months through May. This decline was more than offset by (e
cut in operating costs. As a result, the net loss was only 57.1:46.512
against a net deficit of $3,283,065 in the first five months & vear
ago. This is normally the seasonal low for the road and the fact
that a loss was sustained is not cause for concern. Prospects for
the seasonally good months ahead are fairly good. For the ycar
as a whole the road should do better than in any year si:ice the
end of the war, with at least modest earnings available for the
common. ’ : » 7 g ETE LT
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Fair Return to Venture Capital

the world community. One other
investment capital group has in-
terested itself in new products and
developments in the food field.
Still another group has directed
most of its attention to metal fab-
ricating enterprises.

But the approach to the problem
has certain common denominators.
Where the individual investor can-
not afford the time or effort, the
group that is prepared to invest
substantial amounts in a limited
number of enterprises with a cor-
respondingly greater potential
gain from those which are success-
ful, can afford to establish meth-
ods for thorough analysis and ap-
praisal of projects before any in-
vestment commitment is made.
After an investment has been
made, the venture capital group
can render assistance to the enter-
prise in a multitude of ways
through following the progress of
the venture and working with the
company management in antici-
pating and solving problems.

Lated on we are going to discuss
several specific cases, at which
time you can see the ways in
which our group has worked with
company managements after in-
vestments have beenm made.

Factors in Fair Return:

So much for the background on
venture capital—what it used to
involve and what it involves to-
day; the groups that are in the
business today and their approach
to the subject. Now, what is a
proper measure for a fair return
to the venture capital investor of
today. In my opinion, there are
three basic aspects of venture cap-
ital which have a direct bearing
on the problem of fair return.

First—No matter how good you
are at evaluating and appraising
venture capital opportunities, the
very nature of the business is
such that it involves a high de-
gree of risk and a consequently
high mortality rate. I would say
that a batting average in venture
capital equal to that of a good
baseball player would be a fairly
good batting average. In other
words, if between three and four
‘out of 10 ventures were successful,
you would be in the .300 to .400
batting class and would be up
with the league leaders. Our ex-
perience, both with enterprises in
which an investment has been
made and more particularly in
those which we have considered
and decided not to invest in, has
indicated that 'the mortality rate
is very high. Our organization has
received approximately 2,200 pro-
posals during the past three years.
‘Most of these were rejected imme-
diately, but of the several hundred
that were studied to a varied de-
gree, the number in which our
principals have invested amounts
to 24. Most of these latter have
not matured sufficiently to guess
accurately their probable accom-
plishments, but in reéviewing spe-
cific venture capital projects
shortly you will be able to better
understand the vagaries of the
business,

Second—If a venture capital en-
terprise is basically sound, well fi-
nanced and well managed —in
other words, if all the ingredients
for success are present in the
proper proportions and if the ven-
ture is a sound and successful one,
this does not happen overnight or
in the relatively short periods of
time usually forecast by even the
more conservative promoters. Our
experience has been that the time
cycle from initiation of the ven-

_ ture to the point at which it could
honestly be said to be relatively
successful and relatively well es-
tablished varies from five to 10
years. This may surprise you, and
a lot of people would argue that
the cycle is a much shorter one,
but a look at the record will, I be-
lieve, show that our experience

has been more or less representa-
tive. Of course there are excep-
tional cases in which a new ven-
ture becomes a great success with-
in a couple of years but we are
thinking in terms of averages and
not extremes,

Third—The third aspect of ven-
ture capital which has a direct
bearing on the question of fair re-
turn is what I shall call, for lack
of a better term, the lock-up as-
pect. The average new venture,
in addition to being highly specu-
lative and taking a long time to
mature, has initially in most cases
a limited number of financial
backers who have put their money
into the venture for long-term
growth and appreciation. The re-
sult of this is that, no matter what
form of security is issued in return
for the investment, it has no
liquidity in the conventional sense
for a long time. Suppose, for ex-
ample, that we invest $100,000 in
the XYZ Company for which we
receive a 25% equity interest in
the Company, and that two
other investors or venture capital
groups each put up a like amount
and the management holds the re-
maining 25% of the stock. After
five years the company is doing
beautifully, the stock has a book
value of twice what we paid for
it and growth and earnings pros-
pects would justify valuing our
stock holdings at $300,000. How
and to whom do we sell our stock
if we wish to do so and thereby
realize a substantial capital gain?
There is no market for the stock
except for a few people who might
buy a few thousand dollars worth
of the stock. It is not listed on any
stock exchange, it is not even
traded over the counter, the finan-
cial community is not familiar
with the company and conse-
quently not interested in attempt-
ing to create a market for its
stock, The chances are that no in-
stitutional investor would be in-
terested because what we have to
sell has no liquidity. The company
has developed beyond the point
where any venture capital group
would be interested in an invest-
ment in its stock.

I would suggest that Professor
Ricciardi pose that problems for
a full summer advanced course
next year.

You will see from the cases we
are going to discuss what a very
real problem this can be and how
the net result is to further
lengthen the cycle between the
initial investment and the time
when it can be ligquidated at a
profit in order to free funds for
further investments in other new
enterprises.

This brings us to the basic ques-
tion of what constitutes a fair re-
turn to venture capital. The word
“fair” is used in the sense of what
is adequate enough or attractive
enough so that the sources of ven-
ture capital will continue to be
available to sponsor worthwhile
research and development in new
fields and new products. Without
a “fair” return, there will in time
be a shrinkage or elimination of
the sources of venture capital.

I do not believe that anyone
who has worked in the venture
capital field has even attempted
to determine a fair return by other
than empirical methods. Taking
into account the three factors
mentioned above—

(1) Relatively small chances of
success;

(2) The long time cycle—mean-
ing that money is tied up for a
Jong time without, in most cases,
any reiwurn at all;

(3) The difficulty of liquidating
even when successful—
it seems to me that no venture
capital opportunity can be con-
sidered as attractive today unless
it has the possibility -of returning
several -times the original invest-
ment.

Continued from page 13 .

Ford’s Gollective
Bargaining Approach

themselves to plan their bargain-
ing in a more calm fashion. ln
the past, we have gone along with
the heavy final meeting scnhedule
merely because we want to leave
no stone unturned on our part to

reach a settlement without a -

strike.

“What on earth do you talk
about through months of negoti--
ations and weeks of steady day
and night sessions?” the outsider
asks. Of course, one answer is,
that there’s lots .of repetition of
the same arguments on the same
points. The union may go through
many long emotional arguments.
These may impress the union’s 18-
man bargaining committee, and,
as you know, are sometimes used
in appeals to the public,’but have
little to do with mature, business-
like collective bargaining.

Here’s a little poem attributed
to an anonymous union writer
which was passed around at the
UAW convention in Milwaukee
last July. It gives one man’s idea
of what takes up so much time in
bargaining sessions, and is not far
wrong, I'd say. It’s titled “Collec-
tive Bargaining” and goes as fol-
lows:

We wheedled and threatened and
blustered,

We ranted and wrangled and
roared,

We chided and fretted, we scoffed
and we petted, ;

snickered and wept and

implored.

groveled and

demanded,

We spurned and we fawned and
we brayed;

We trampled on: data, we tossed
ultimata, o g S o

We grumped and we stamped and
inveighed.

We whimpered and simpered and
shouted,

Pretended, defended and doubted;

We smiled and we jested, reviled
and protested,

Debated, orated and shouted.

We fumed and we sneered and we
whined,

We flattered, cajoled and
maligned,

Consented, revoked and declined,

And—finally—a contract was
signed!

Another thing that causes some
trouble is the union tradition of
wildly shooting for the moon in
its initial demands and widely
publicizing these absurd demands
as something the leaders are go-
ing to get. This puts the leaders
out on several limbs, some of
which are difficult or distasteful
for them to get off. Instead of
starting with such extremes, it
would be far better if both sides
could begin negotiations with rea-
sonable limits to demands.

To sum up, we at Ford believe
in the principle of free collective
bargining without government
“fact-finding” interference. We
think that when the collective
bargining process is fully devel-
oped and put on a business-like
basis it can be very effective in
achieving industrial peace and se-
curity for both employers and
employees. A natural outcome of
that would also be that the best
interests of the public and the
whole U. S. economy would be
served.

I feel that one approach to bet-
ter collective bargaining is sound
preparations for the negotiations
by both management and unions.
Better preparation is not the
whole answer, but perhaps it can
eventually cut down the leaning
toward emotionslism and dra-
matics.

One fact is sure, though. More
preparation emphasizes the busi-
ness-like approach to bargaining,
and perhaps after a while union-
management negotiations can be-
come more like a business confer-
ence. i

We

We swore and

Continued from first page
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The Changed Stock
Market Pattern

ings. There is less, rather than
more, -prospect of second-half
business deterioration.

Greater Caution Ahead

On the other hand, investors
will be more cautious in their
stock madrket appraisals of earn-
ings and dividends. Investors are
unlikely to regain their former
confidence and their former com-
placency.

The stock market over the next
few months, at least, probably
will be sensitive to good and bad
news from Korea, to developments
in Formosa, in Indo-China, in
Czechoslovakia, and in Germany.
It probably will blow hot and
cold with the prospect for war or
peace.

When the market contemplates
war, it is likely to be influenced
by its memories of what happened
in World War II. No two war pat-
terns are much alike, but the mar-
ket always seems to assume that
the next war will be like the last
one. These memories of the past
will be a great deal more sharp
in times of crisis than at times
when the crisis seems to ease.

The possibility of considerable
profit-taking on rallies should not
be overlooked. Normally, after a
price decline like that of last
week, most people have losses.
This time, most people still hold
stocks at a profit, There is a
temptation to cash in some of
these profits, just on the theory
that the investor might feel “more
comfortable” in a prolonged pe-
riod of great uncertainty.

Assured Increase in Armament
Activity

The differences between the
United States and Soviet Russia
are fundamental and enduring,
and anyone who thinks they will
yield to negotiation is either very
optimistic or just naive. The like-
lihood that this whole matter will
just “blow over” is not very great.
That being the case, a consider-
able increase in the activity of
the armament industries seems
assured. The Korea incident al-
ready ‘is showing that the com-
munist countries are more “ready”
than we are; and the American
public will insist that this situa-
tion must be corrected.

Jumping at Conclusions

The more emotional part of the
adjustment to the changed charac-
ter of the national economy may
be past; but individual issues have
yet to be repriced according to
iargible rather than purely im-
aginative patterns. This market,
cince June 26th, has been “jump-
ing at conclusions.” Many things
that will happen probably have
been pretty well discounted. Other
thirigs have been only partly dis-
counted. Still other things no
doubt have been discounted that
won’t hoppen at'all. Until we
know a little more about the pat-
tern of the national environment,
hoth as to general aspects and as
to details, it is rather difficult to
say with any degree of assurance
what is discounted, what is partly
discounted, and what has been
discounted in error.

Restrictions on Civilian Industry

It is fairly clear that a much
larger armament plan is about to
go into effect; and that the de-
mands of the armament program
will be great .enough to restrict
(to some now uncertain extent)
the raw materials and the labor
supply available to purely civilian
industry. The fine point to de-
termine is just how much produc-

tion of civilian goods will be re-
stricted and just how much cor-
poration profits will be taxed. The
two big bottlenecks, it would seern
to me, probably will be the supply
of steel and the supply of labor.
There was no surplus of either
steel or labor even before this
new armament program (and ex-
pansion of the armed services
personnel) was superimposed on
a very active civilian economy.

Market Right on Steels and Raily

The stock market probably is
“right” in marking down steel
shares and the rails less than most
other stocks. It probably is “right’™
in marking down motors and tele-
vision shares to some extent, but
not “right” in. assuming that all
civilian production in these two:
industries will end quickly. The.
market would appear to be “slow”
in reflecting the larger businesg
to be enjoyed by the oil industry,
the non-ferrous metals producers,
the shipbuilding companies, and
the aircraft producers. The mar-
ket is only guessing, of course,
about an excess profits tax, and
about the details of any excess
profits tax which may be enacted.
If such a tax were based (in gen-
eral principle) on the World War
II model, most of the growth
stocks still would look rather
dear.

Korea Vitally Significant
The idea that the Korea matter
is a mere international incident,
isolated in its significance, ought
to be discouraged. It may not
lead to a total war like that of
1939-1945, but it inevitably is
leading to some kind of an arma-
ment economy. The stock market
just can’t go back to the environ-
ment which prevailed prior to
June 23, quite regardless of what
happens now in Korea.. We are
feeling our way toward a new
selectivity, and the new pattern
already is visible through a glass,
darkly, .

As measured by the D-J Indus-
trials, I would expect the market
to meet some support between
188-194; but I would not look for
this level to hold in event the war
economy deepens, For the time
being, perhaps, somewhere around
190 may be low enough. In the
event of a good rally, we might
meet a supply of shares arountl
212, Whether we get such a rally
depends on the news. I would
expect the Dow-Jones Rails to do
much better in an armament econ-
omy or in a war economy than the
Dow-Jones Industrials, ‘

The risk element in stocks, so
far as prices are concerned is
bound to be high for some time.
It seems to me that I would be
more interested here in selectivity
than in the averages. I woukl
look for an at least partial re-
versal in recent selective patterns,
Many of the highly speculative
shares of marginal companies may
do better than some of the in-
vestment type issues representing
growth companies. For my own
part, I especially like the rails—
and by that I do not necessarily
mean the best rails, They were
cheaper than other stocks before
this thing started, and they are
even cheaper now, because what
has happened makes them com=-
paratively better,

To Get Exch. Memberstip

On July 27 the New York Stock
Exchange will ¢onsider the trans-
fer of the Exchange membership
of Charles S. Hale to Lee R. Ross~
bach.
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Tomorrow’s

Markets
Walter Whyte
Says—

By WALTER WHYTE

In order to make heads or
tails of this market, it seems
that one has to be a military
expert. At least that is the
general impression one gets
after listening to a lot of
people who sound like they
know something.

* *

Unfortunately the only
knowledge of military science
I have acquired dates back to
the days when I was a cub
scout and the grand maneu-
vers were all aimed at fooling
the scoutmaster, an astigmatic
gentleman with queer notions
of when food baskets should
be opened.

* *

Last week I purposely re-
mained away from New York
and hid out in Connecticut
where I thought I'd be able
to give the market some con-
centrated thought away from
the hysteria of Wall Street.
So I ran into another form of
hysteria. Last Thursday a
heavy wind and rainstorm hit
the town of Ridgefield, about
10 miles away from my place,
and according to the local
radio station, which did on-
the-spot interviews of the
town, many people thought
the storm was caused by atom
bombs dropped on the area
by the Communists!

* * *

But to get back to the mar-
ket: There’s little doubt that
the Korean action will be the
dominating influence for
some time to come. Right now
we are apparently taking a
licking. In the days to come
we will undoubtedly turn the
tide. But somewhere in the
near future there will almost
certainly be some kind of a
peace drive which will turn
‘the market up again with a
whoosh. There’s some evi-
dence of such a market turn
already present in many of
the leaders. In fact it is so
pronounced that I think
stocks like duPont, Radio

%

*

Pacific Coast
Securities

Orders Executed on
Pacifio Coast Exchanges

Schwabacher & Co.

Members
New York Stock Ezchange
New York Cufb Ezchange (Auoctate;
San Fr Stock E
Chicago Board of Trade
14 Wall Street New York 5, N. Y.
OOrtlandt 7-4150 Teletype NY 1-928
Private Wires to Principal Otfices
San Francisco—Santa Barbara
Monterey-~Oakland--~Sacramento
Fresno——Sants Ros»

Corp., General Motors and
Westinghouse are a buy on
any further weakness.

% * *

The same buying advice ap-
plies to issues like American
Cyanamid, United Fruit and
Best Foods. There are the
rails which also show a
strange vitality that can’t be
shrugged off. In the case. of
the latter, their yield, partic-
ularly with the 35% rule for
trust funds, is probably a
dominating influence.

* * *

I've gone over the selling
of the past few weeks and
have come to the conclusion
that most of it came from
public sources. There was
some talk that the open-end
trusts were responsible but so
far I can’t find any evidence
of it. The buyers seem to be
insurance companies and
some of it came from abroad,
mostly Switzerland. The mu-
tual funds, though not sellers
on balance, weren’t important
buyers either. They seem to
have remained on the side-
lines.

# *

To sum it all up: I believe
the market’s in for a sharp
rally to last anywhere from
ten days to a month. What
will happen thereafter is
something I can’t foresee. If
the Far Eastern situation gets
worse we'll be in for all sorts
of higher taxes and other re-
strictions. But I also think
these have been anticipated
and discounted.

*

[The views expressed im ' this
wrticle do mot mecessarily at any
lime coincide with those of the
Chronicle. They are presented as
those of the author only.]

With Davis, Skaggs Co.

(8pecial to THE FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif.—Ad-
rianus Zandbergen ~has been
added to the staff of Davis, Skaggs
& Co., 111 Sutter Street, members
of the San Francisco Stock Ex-
change.

Joins Hannaford Talbot

(Spceial to, THE FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif.—Mona
M. Koppler has been added to the
staff of Hannaford & Talbot, 519
California Street.

Wm. R. Staats Adds

(Special to THE FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif. —
James M. Anderson is now con-
nected with William R. Staats &
Co., 111 Sutter Street.

SPECIAL CALL OFFERINGS
® Per 100 Shares Plus Tax
Gen’l Motors . @80 6 mos.. $887.50
N. Y. Central. @ 137 6 mos.. 175.00
Savage Arms @ 20Y; 6 mos.. 137.50
Intl. Tel. & T.@ 97% 6 mos.. 212.50
Schenley Ind. @ 3435 6 mos.. 462.50
Southern Pac. @ 58V Oct. 23 375.00
Richfield Oil. @ 42 Oct. 21 437.50
Cities Service @ 65 Sep. 18 737.50
Mo-Kan-T Pfd.@ 264 Oct. 19 237.50
U. S. Smelting @ 37%; Oct. 2 187.50
U. S. Steel... @ 37%; Sep. 15 93.75
Bubject to prior sale or price change

THOMAS, HAAB & BOTTS

Members Put & Calls Brokers &
Dealers Assn., Inc.

50 Broadway, N. Y. 4, Tel. BO 9-8470

Continued from first page

‘The Commercial and Financial Chronicle . ..

I

Truman Asks War Powers

bers of the United Nations, have
recognized the Republic of Korea.
The admission of Korea to the
United Nations has been blocked
by the Soviet veto.

In December, 1948, the Soviet
Government stated that it had
withdrawn its occupation troops
from Northern Korea, and that a
local regime had been established
there. The authorities in Northern
Korea continued to refuse to per-
mit United Nations observers to
pass the 38th parallel to supervise
or observe a free election or to
verify the withdrawal of Soviet
troops. .

Nevertheless, the United Na-
tions continued its efforts to ob-
tain a freely elected government
for all of Korea, and at the time
of the attack, a United Nations
commission, made up of repre-
sentatives of seven nations—Aus-
tralia, China, El Salvador, France,
India, the Philippines and Turkey
—was in the Republic of Korea.

Just one day before the attack
of June 25th field observers at-
tached to the United Nations
Commission on Korea had com-
pleted a routine tour, lasting two
weeks, of the military positions of
the Republic of Korea south of
the 38th parallel. The report of
these international observers
stated that the army of the Re-
public of Korea was organized en-
tirely for defense,

The observers found the parallel
guarded on the south by small
bodies of troops in scattered out-
posts, with roving patrols. They
found no concentration of troops
and no preparation to attack. The
observers concluded. that the ab-
sence of armor,, air support, heavy
artillery, and military supplies
precluded any offensive action by
the forces of the Republic of
Korea.

On June 25, within a few hours
after the invasion was launched
from the north, the commission
reported to the United Nations
that the attack had come without
warning and without provocation.

The reports from the commis-
sion make it unmistakably clear
that the attack was naked, delib-
erate, unprovoked aggression,
without a shadow of justification.

Outright Breach of Peace

This outright breach of the
peace, in violation of the United
Nations Charter, created a real
and present danger to the security
of every nation, This attack was,
in addition, a demonstration of
contempt for the United Nations,
since it was an attempt to settle,
by military aggression, a question
which the United Nations had
been working to settle by peace-
ful means.

The attack on the Republic of
Korea, therefore, was a clear chal-
lenge to the basic principles of
the United Nations Charter and
to the specific actions taken by
the United Nations in Korea. If
this challenge had not been met
squarely, the effectiveness of the
United Nations would have been
all but ended, and the hope of
mankind that the United Nations
would develop into an institution
of world order would have been
shattered.

Prompt action was imperative.
The Security Council of the
United Nations met, at the re-
quest of the United States, in
New York at 2 o’clock in the
afternoon, Sunday, June 25, East-
ern Dayhght Time. Since there
is a 14-hour difference in time be-
tween Korea and New York, this
meant that the Council convened
just 24 hours after the attack
began,

At this meeting, the Security
Council passed a resolution which
called for the immediate cessation
of hostilities and for the with-
drawal of the invading troops to

the 38th parallel and which re-
quested the members of the United
Nations to refrain from giving
aid to the Northern aggressors
and to assist i e execution of
this resolutlonn"‘The representa-
tive of the Soviet Union to the
Security Council stayed -away
from the meeting, and the Soviet
Government has refused to sup-
port the Council’s resolution.

The attack launched on June 25
moved ahead rapidly. The tactical
surprise gained by the aggressors,
and their superiority in planes,
tanks and artillery, forced the
lightly armed defenders to re-
treat. The speed, the scale, and
the coordination of the attack left
no doubt that it had been plotted
long in advance..

When the attack came; our Am-
bassador to Korea, John J. Muccio,
began the immediate evacuation
of American women and children
from the danger zone. To protect
this evacuation, air cover and sea
cover were provided by the com-
mander in chief’of United States
forces in the Far East, General of
the Army Douglas MacArthur,

In response to urgent appeals
from the Government” of Korea,
Gen. MacArthur was immediately
authorized to send supplies of am-
munition to the Korean defenders.
These supplies were sent by air
transport, with fighter protection.
The United States Seventh Fleet
was ordered north from the
Philippines, so that it might be
available in the area in case of
need.

Throughout Monday, June 26,
the invaders continued their at-
tack with no heed to the resolu-
tion of the Security Council of the
United Nations. Accordingly, in
order .to support the resolution
and on the unanimous advice of
our civil and military authorities,
I ordered United States air and
sea forces to give the Korean
Government troops cover and sup-
port.

On Tuesday, Jupe 27, when the
United Nations Commission in
Korea had reported that the
Northern troops had neither
ceased hostilities -nor withdrawn
to the 38th parallel, the United
Nations Security Council met
again and passed a second resolu-
tion recommending that members
of the United Nations furnish to
the Republic of Korea such aid as
might be necessary to repel the
attack and to restore international
peace and security in the area.

The representafive of the Soviet
Union to the Security Council
stayed away from this meeting
also, and the Soviet Government
has refused to support Council’s
resolution.

© Action of United States
Applauded
The vigorous and unhesitating

actions of - the United Nations

and the United States in the face
of this aggression met with an
immediate and overwhelming re-
sponse throughout the free world.
The first blow of aggression had
brought dismay and anxiety to
the hearts of men the world over.
The fateful-events of the 1930s,
when aggression..unopposed bred
more aggression and eventually
war, were fresh in our memory.

But the ~free nations had
learned the lesson of history.
Their determined and united ac-
tions unlifted the spirit of free
men -everywhere. As a result,
where there had been dismay
there is hone; where there had
been anxiety there is firm deter-
mination.

Fifty-two of the 59 member
nations have supported the United
Nations action to restore peace
in Korea.

A number of member natiqns
have offered military support or
other types of assistance for the

-achieve peace in the world.
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United N&tions’ actions to repel
the aggressors in Korea. In a
third resolution, passed on July
7 the' Security Council requested
the United States to designate
a commander for -all the forces
of the members of the United
Nations in the Korean operation,
and authorized these forces to fly
the United Nations flag,

. In response to this resolutlon
Gen. MacArthur has been des-
ignated as commander of these
forces. These are important steps
forward in the development of

a United Nations system of col-
lectlve security.

Already aircraft of two natlons
Australia and Great Britain, and
naval vessels of five nations,
Australia, Canada, Great Britain,
The Netherlands and New Zea-
land, have been made available
for operations in the Korean
area, along with forces of Korea
and the United States, under Gen.
MacArthur’s command.

The other offers of assistance
that have been and will continue
to be made will be coordinated
by the United Nations and by the
unified -command, in order to
support the effort in Korea to

maximum advantage,

All the members of the United
Nations who have indorsed the
action of the Security Council
realize the significance of the
step that has been taken. This
united and resolute action to put
down lawless aggression is a
milestone toward the establish-
ment of a rule of law among
nations. )

Only a few countries have
failed to support the common
action to restore the peace. The
most important of these is the
Soviet Union.

Since the Soviet representative
had refused to participate in the
meetings of the Security Council
which - took action regarding
Korea, the United States brought
the matter directly to the atten-
tion of the Soviet Government in
Moscow. On June 27, we re-
quested the Soviet Government,
in view of its known close rela-
tions with the North Korean
regime, to use its influence to
have the invaders withdraw at
once.

The Soviet Government, in its
reply on June 29 and in subse-
quent statements, has taken the
position that the attack launched
by the North Korean forces was
provoked by the Republic of
Korea, and that the actions of the
United Nations Security Council
were illegal.

These Soviet claims are ﬂatly
disproved by the facts,

The attitude of the Soviet
Government toward the aggres-

-sion against the Republic of

Korea, is in direct contradiction
to its often expressed intention to
work with other nations to

For our part, we shall continue
to support the United Nations
action to restore peace in the
Korean area.

As the situation has developed,
1 have authorized a number of
measures to be taken. Within the
first week of the fighting, Gen
MacArthur reported, after a visit
to the front, that the forces from
North *Korea were continuing to
drive south, and furthe: support
to. the Republic of Korea was
needed.

Accordingly, Gen, Mac Xrthur
was authorized 1o u
States Army ta:ks in I
to use United States a
Air Force and the Na
duct missions again:t specifi
itary targets in Korea
38th parallel, where necessar
carry out the United Naticng res-
olution. Gen. MacArthur vas also
directed to blockade ihe Karean
coast.

The attacking forces from the
north have continued to move tor=
ward, although their advance has
been slowed down. The troops of
the Republic of Korea, tlough
initially overwhelmed by the
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tanks and artillery of the surprise
attack by the invaders, have been
reorganized and are fighting
bravely.

United States forces, as they
have. arrived in the area, have
fought with great valor. The Army
trogps have been conducting a
very difficult delaying operation
with skill and determination, out-
numbered many times over by at-
tacking troops, spearheaded by
tanks,

-Despite the bad weather of the
rainy seasen, our troops have been
valiantly supported by the air and
naval forces of both the United
States and other members of the
United Nations.

.In this connection, I think it is
important that the nature of our
military action in Korea be un-
derstood. It should be made per-
fectly clear that the action was
undertaken as a matter of basic
moral principle.

.The United States was going to
the aid of a nation established
and supported by the United Na-
tions and unjustifiably attacked
by an aggressor force. Conse-
quently, we were not deterred by
the relative immediate superior-
ity of the attacking forces, by the
fact that our base of supplies was
5,000 miles away, or by the fur-
ther fact that we would have to
supply our forces through port
facilities that are far from satis-
factory.

.We are moving as rapidly as
possible to- bring to bear on the
fighting front larger forces and
heavier equipment, and to in-
crease our naval and air superior-
ity. But it will take time, men,
and material to slow down the
forces of aggression, bring those
forces to a halt, and throw them
hack.

. Nevertheless, our assistance to
the Republic of Korea has pre-
vented the invaders from crush-
ing that nation in a few days—as
they had evidently expected to do.
We are determined to support the
United Nations in its effort to
restore peace and security to
Korea, and its effort to assure the
people of Korea an opportunity to
choose their own form of govern-
ment free from coercion, as ex-
pressed in the General Assembly
resolutions of Nov. 14, 1947 and
Dec. 12, 1948.

In addition to the direct mili-
tary effort we and other members

of the United Nations are mak-
ing in Korea, the outbreak of
aggression tnere requires us to
consider its impiteatrons 461 peace
throughout the woriu. 1ne attack
upon tne Republic o1 Korea makes
it plain beyonu ail doupt that the
international Communist move-
ment 1s preparcd 10 use armed
invasion to wungquer inuepenaent
nations. B o

We must therefore recognize
the possibulity that:armed aggies-
sion may take--place 1n other
areas. e o

In view of this; I have already

Strengthening Free Nations

In tne presence of brutal and
unprovoked aggression, however,
sou.e of these questions may have
Lo be neld in abeyance in the in-
1erest of  the essential security
of all,

The outbreak of aggression in
the Far kast does not, of course,
lessen, but instead increases, the
importance of the common
strength of the free nations in
other parts of the world. The at-
tack on the Republic of Korea
gives added urgency to the efforts
of the free nations to increase and

directed thac Ufilieu biales 1orces to unify their common strength,
in support of tiié rnilippines be. in order to deter a potential ag-
streuginenea, and u.av Imilitary. gressor,
assisiance be spéedeu up to the... To be able to accomplish this
Phuippine Government a..d to the. ghjective, the free nations must
assoclated states of Indo-Caina .maintain a sufficient defensive
ang to the foités of KFrance in military strength in being, and,
Indo-China. I have also ordered.eyen more important, a solid basis
the United Statés-Seventh Fleetéqf-economic strength, capable of
to prevent any-attack upon For- rapid mobilization in the event of
mosa, and I nave requesied the emergency.
Chinese Goverriment on Formosa
to cease all air'dnd sea operations th
against the mainland. These steps
were at once™reported to the
United Nations Security Council.
Our action inf“regard to Formosa
was a matter of elementary secur-
ity. The peac®-and stability of
the Pacific are# had been violent-
ly disturbed by the attack on

The strong cooperative efforts
at have been made by the
United States and other free na-

“1I, to restore economic vitality to
Europe and other parts of the
world, and the co-operative ef-
forts we have begun in order to
increase the productive capacity
Korea ‘of underdeveloped areas, are ex-
¢ i 4 tremely, important contributions
_Attacks elsewhere in the Pa- to the growing economic strength
cific area would have enlarged of al] the free nations, and will be
the Korean crisis, thereby rencer- of even greater importance in the
ing much more difficuit the car- fyture.
rying out of our obligations to the .'-“We have been increasing our
United Nations in Korea. common defensive strength under
In order that there may be no the:Treaty of Rio de Janeiro and
doubt in any quarter about Our ‘the North Atlantic Treaty, which
intentions regarding Formosa, 1 are collective security arrange-
wish to state that the United ‘ments within the framework of
States has no terrx.torlal ambition's the United Nations Charter. We
whatever concerning that island; have also taken action to bolster
nor do we seek for ourselves any: the military defenses of individual
special position or privilege On free  nations, such as Greece,
Formosa. The present military Turkey and Iran.
neutralization of Formosa is with= - - The defenses of the North At-
out prejudice to political ques- lantic..Treaty area.were -consid-
tions affecting that island. ered a matfer of great urgency
Our desire is that Formosa not-by..the North Atlantic Council
become embroiled in hostilities-in.JT.ondon this Spring. Recent
disturbing to the peace of the events make it even more urgent
Pacific and that all questions af--than: it 'was at that time to build
fecting Formosa be settled by ‘and maintain these defenses.
peaceful means as envisaged in-*Under all the circumstances,
the Charter of the United Nations. -it_‘is:.apparent that the United
With peace re-established, even States is' required to increase its
the most complex political ques- military strength and prepared-
tions are susceptible of solution. ness-not. onlty to deal with the

Bache Exhibits at Columbia Session

: Some of the ten thousand educators attending the two-week 26th Annual Summer Session Educa-
. tional Exhibit at Columbia University learn abou! Wall Street operations at the Bache & Co. exhibit.

A New York Stock Exchange
ticker and a business news ticker
in operation are helping to carry
the story of a brokerage house in
action to 10,000 educators at Co-
| lumbia University’s 26th annual
sumimer session educational ex-
hibit. 3ache & Co., members of the
New York Stock Exchange, have
set up an exhibit in the Main
Gymnasiura of University Hall to
educate the educators in broker-
age operations. It is believed this

tions, since the end of World War h

is the first time that live tickers
have been used in“dh exhibit of
this nature. )

The exhibit is part-of a cam-
paign to explain the operations

of Wall Street to the general pub-.

lic. Representatives,of Bache &
Co. will be on hand at all times
during the two-week run of the
exhibit to debunk the so-called
mysteries of the securities indus-
try. Charts; diagrams and photo-
graphs will be utilized to show

yields of securities and explain
how they are purchased and sold.
¢ The Summer Session Educa-
tional Exhibit is held annually by
‘Columbia University to show the
latest educational methods and
techniques 'to educators. About
10,000 teachers from all parts of
the United States and many for-
eign countries are expected to at-
tend this session which will con-

tinue through July 28th.
b :

aggression in Korea, but also to
increase our common defense,
with other free nations, against
further aggression.

The increased strength which
is needed falls into three caie-
gories:

Additional Military Requirements

In the first place, to meet the
situation in Korea, we shall need
to send additional men, equip-
ment and supplies to General
MacArthur’s command as rapidly
as possible. .

In the second place, the world
situation requires that we in-
crease substantially the size and
materiel support of our armed
forces, over and above the in-
creases which are needed in
Korea.

In the third place, we must
assist the free nations associated
with us in common defense to
augment their military strength.

Of the three categories I have

just enumerated, the first two in-
volve increases in our own mili-
tary manpower and in the mate-
rial support that our men must
ave,
To meet the increased require-
ments for military manpower, I
have authorized the Secretary of
Defense to exceed the budgeted
strength of military personnel
for the Army, Navy and Air
Force, and to use the Selective
Service System to such extent
as may be required in order to
obtain the increased strength
which we must have,

I have also authorized the Sec-
retary of Defense to meet the
need for military manpower by
calling into active Federal service
as many National Guard units and
as many units and individuals of
the reserve forces. of the Army,
Navy and Air Forces as may be
required,

I have directed the Secretary of
Defense and the Joint Chiefs of
Staff to keep our military man-
power needs under constant study,
in order that further increases
may be made as required. There
are now statutory limits on the
sizes of the armed forces, and
since we may need to exceed these
limits, I recommend that they be
removed.

To increase the level of our
military strength will also require
additional supplies and equip-
ment. Procurement of - many
items has already been accele-
rated, in some cases for use in
Korea, in others to replace re-
serve stocks which are now being
sent to Korea, and in still others
to add to our general level of pre-
paredness.

Further increases in procure-
ment, resulting in a higher rate
of production of military equip-
ment and supplies, will be neces-
sary.

$10 Billion of Additional Taxes

The increases in the size of the
armed forces and the additional
supplies and equipment which
will be needed, will require addi-
tional appropriations, Within the
next few days I will transmit to
the Congress specific requests for
appropriations in the amount of
approximately $10 billion.

These requests for appropria-
tions will be addressed to the
needs of our own military forces.
Earlier I referred to the fact that
we must also assist other free
nations in the strengthening of
our common defenses. The action
we take to accomplish this is just
as important as the measures re-
quired to strengthen our own
forces.

The authorization bill for the
mutual defense assistance pro-
gram for 1951, now before the
House of Representatives, is an
important immediate step toward
the strengthening of our col-
lective security. It should be en-
acted without delay.

But it is I;{ow clear that the free
nations of the world must step up
their common security program.
The other nations associated with
us in the mutual defense assist-
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ance program, like ourselves, will
need to divert additional economic
resources to defense purposes,

In order to enable the nations
associated with us to make their
maximum contribution to our
common defense, further assist-
ance on our part will be required.
Additional assistance may also be
neeued to increase the strength of
certain other free nations whose
security is vital to our own.

In the case of the North Atlan-
tic area, these requirements will
re lect the consultations now going
on with the other nations asso-
ciated with us in the North At~
lantic Treaty. As soon as it is
possible to determine what each
nation will need to do, I shall lay
be.ore the Congress a request for
such funds as are shown to be
necessary to the attainment and
maintenance of our common
strength at an adequate level.

The Effect on Our Domestic
Economy

The steps which we must take
to support the United Nations ac-
tion in Korea, and to increase our
own strength and the common
defense of the free world, will
necessarily have . repercussions
upon our domestic economy.

Many of our young men are in
battle now, or soon will be. Others
must be trained. The equipment
and supplies they need, and those
required for adequate emergency
reserves, must be produced. They
must be made available promptly,
at reasonable cost, and without
disrupting the efficient function-
ing of the economy.

We must continue to recognize
that our strength is mot to be
measured in military terms alone.
Our power to join in a common
defense of peace rests funda-
mentally on the productive ca-
pacity and energies of our people.
In all that we do, therefore, we
must make sure that the eco-
nomic strength which is at the
base- of our security is: not im-
paired, but continues to grow.

Our economy has tremendous
productive power. Our total out-
put of goods and services is now
running at an annual rate of near-
ly $270,000,000,000 — over $100.-
000,000,000 higher than in 1939.
The rate is now about $13,000,000,-
000 higher than a year ago, and
about $8,000,000,000 higher than
the previous record rate reached
in 1948,

All the foregoing figures have
been adjusted for price changes
and are therefore a measure of
actual output. The index of in-
dustrial production, now at 197,
is 12% higher than the average
for last year, and 81% higher than
in 1939.

We now have 61,500,000 people
in civilian employment. There
are 16,000,000 more people in pro-
ductive jobs than there were in
1939. We are now producing 11,~
000,000 more tons of steel a year
than in the peak war year 1944,

Electric power output has risen
from 128,000,000,000 kilowatt
hours .in 1939 to 228,000,000,000
hours in 1944, to 317,000,000,000
hours now. Food production is
about a third higher than it ever
was before the war, and is prac-
tically as high as it was .during
the war years, when we were
sending far more food abroad than
we are now. '

The potential productive power
of our economy is even greater.
We can achieve some immediate
increase in production by employ-
ing men and facilities not now
fully utilized. And we .can con-
tinue to increase our total annual
output each year, by putting to’
use the increasing skills of our
growing population and the high-
er productive capacity which
results from plant expansion, new
inventions and more efficient
methods of production, ‘

With this enormous .economic
strength, the new and necessary
programs I am now recommend-
ing can be undertaken with con-
ficence in the ability of our econ-

Continued on page 28
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Continued from page 27

Truman Asks War Powers

omy to bear the strains involved.
Nevertheless, the magnitude of
the demands for military purposes
that are now foreseeable, in an
economy which is already oper-
ating at a very high level, will
require substantial redirection of
€conomic resources.

Under the program for increas-
ing military strength which I have
outlined above, military and re-
dated procurement will need to be
cxpanded at a more rapid rate
than total production can be ex-
panded. Some materials were in
short supply even before the
¥orean situation developed.

‘ The steel industry, for example,
was operating at capacity levels,
and even so was not able to sat-
isfy all market demands. Some
otner construction materials, and
certain other products, were also
under pressure and their prices
were rising—even before the out-
Dreak in Korea.

Must Repress Inflation Threat

The substantial speedup of mil-~
itary procurement will intensify
these shortages. Action must be
jaken to insure that these short-
ages do not interfere with or
delay the materials and the sup-
plies needed for the national de-
fense. )

Further, the dollars spent now
for military purposes will have a
magnified effect upon the econ-
omy as a whole, since they will
be added to the high level of cur-
yent civilian demand. These in-
creased pressures, if neglected,
rould drive us into a general in-
Flationary situation,

- The best evidence of this is the

xecent price advances in many
axaw materials and in the cost of
living, even upon the mere ex-
pectancy of increased military
woutlays,

In these circumstances, we must
take action to insure that tne in-
creased national defense needs
will be met, and that in the process
we do not bring on an inflation,
with its resulting hardship for
every family.

At the same time, we must
recognize that it will be neces-
sary for a number of years to
support continuing defense ex-
penditures, including assistance
to other nations, at a higher level
than we had previously planned.
Therefore, the economic measures
we take now must be planned and
wused in such a manner as to de-
wvelop and maintain our economic
strength for the long run as well
a8 the short run.

I am recommending certain leg-
dslative meaures to help achieve
these objectives. I believe that
each of them should be promptly
enacted. We must be sure to take
the steps that are necessary now,
or we shall surely be required to
take much more drastic steps
later on, )

First, we should adopt such

-direct measures as are now neces-
sary to assure prompt and ade-
quate supplies of goods for mili-
fary and essential civilian use.
. I therefbre recommend that the
Congress now enact legislation
authorizing the government to
establish priorities and allocate
materials as necessary to promote
the national security; to limit the
use of materials for nonessential
purposes; to prevent inventory
hoarding and to requisition sup-
plies and materials needed for the
mational defense, particularly ex-
cessive and unnecessary inven-
tories.

Second, we must promptly
adopt some general measures to
compensate for the growth of
demand caused by the expansion
of military programs in a period
of high civilian incomes. I am

- directing all executive agencies

10 conduct a detailed review of
Fovernment -programs. for the
Purpose of modifying them wher-
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ever practicable to lessen the de-
mand upon services, commodities,
raw materials, manpower and fa-
cilities whicn are in competition
with those needed for national
defense.

The government, as well as the
public, must exercise great re-
straint in the use of those goods
and services which are needed for
our increased defense efforts,

Nevertheless, the increased ap-
propriations for the Department
of Defense, plus the delense-re-
lated appropriations which I have
recently submitied for power de-
velopment and atomic energy, and
others which will be necessary for
such purposes as stockpiling, will
mean sharply increased Federal
expenditures.

For this reason, we should in-
crease Federal revenues more
sharpiy than I have previously
recommended, in order to reduce
the inflationary effect of the gov-
ernment deficit.

There are two fundamental
principles which must guide us in
framing measures to obtain these
additional revenues:

Heavier Taxes Recommended

(a) We must make every effort
to finance the greatest possible
amount of needed expenditures
by taxation. The increase of taxes
is our magic weapon in offsetting
the inflationary pressures exerted
by enlarged government expendi-
tures. Heavier taxes will make
general, controls less necessary.

(b) We must provide for a.bal-
anced system of taxation which
makes a fair distribution of the
tax burden among the different
groups of individuals and business
concerns in the nation. A bal-
anced tax program should also
have as a major aim the elimina-
tion of profiteering.

At an appropriate time, as soon
as the necessary studies are com-
pleted, I shall present to the Con-
gress a program based on these
principles to assure the financing
of our needs in a manner which
will be fair to all our citizens,
which will help prevent inflation,
and which will maintain the fis-
cal position of the nation in the
soundest possible condition,

As a further important sale-
guard against inflation, we shall
need 1o restrain credit expansion.
I recommend that the Congress
now authorize the control of con-
sumer credit and credit used for
commodity speculation.

In the housing field, where gov-
ernment credit is an important
factor, I have directed that certain
available credit restraints be ap-
plied, and I recommend that fur-
ther controls be authorized, par-
ticularly to restrain expansion of
privately financed real estate
credit.

These actions will not only re-
duce the upward pressure on
prices, but will also reduce the
demand for certain critical ma-
terials which are required for the
production of military equipment.

Third. we must take steps to
accelerate and increase the pro-
duction of essential materials,
products and services. I recom-
mend, therefore, that the Congress
authorize, for national defense
purposes, production loan guar-
antees and loans to increase pro-
duction.

I also recommend that the Con-
gress authorize the making of
long-term contracts and other
means to encourage the produc-
tion of certain materials in short
supply.

In the forthcoming midyear
economic report, I shall discuss in
greater detail the current eco-
nomic situation, and the economic
measures which I have recom-
mended. If these measures are
made available promptly, and

firmly administered, I believe we -

will be eble to meet military

of the economy.

If we are to be successful, there
must be sensible and restrained
action by businessmen, labor,
farmers and consumers. The
people of this country know the
seriousness of inflation, and will,
I am sure, do everything they can
to see that it does not come
upon us.

However, if a sharp rise in
prices should make it necessary,
I shall not hesitate to recommend
the more drastic measures of
price control and rationing.

A Hard Fight Ahead

The hard facts of the present
situation require relentless deter-
minaticn and firm action. The
course of the fighting thus far in
Korea shows that we can expect
no easy solution to the conflict
there.

We are confronted in Korea
with well-supplied, well-led forces
which have been long trained for
aggressive action. We and the
other members of the United Na-
tions who have joined in tke ef-
fort to restore peace in Korea
must expect a hard and costly
military operation.

We must also prepare ourselves
better to fulfill our responsibili-
ties toward the preservation of
international peace and security
against possible further aggres-
sion. In this effort, we will not
flinch in the face of danger or
difficulty.

The {free world has made it
clear, through the United Nations,
that lawless aggression will be
met with force. This is the sig-
nificance of Korea—and it is a
significance whose importance
cannot be overestimated.

I shall not attempt to predict
the course of events., But I am
sure that those who have it in
their power to unleash or with-
hold acts of armed aggression
must realize that new recourse to
aggression in the world -today
might well strain to the breaking
point the fabric of world peace.

The United States can be proud
of the part it has played in the
United Nations action in this
crisis. We can be proud of the
unhesitating support of the Amer-
ican people for the resolute ac-
tions taken to halt the aggression
in Korea and to support the cause
of world peace.

The Congress of the United
States, by its strong, bipartisan
support of the steps we are takng
and by repeated actions in sup-
port of international cooperation,
has contributed most vitally to the
cause of peace. The expressions
of support which have been forth-
coming from the leaders of both
political parties for the actions of
our government and of the United
Nations in dealing with the pres-
ent crisis, have buttressed the firm
morale of the entire free world in
the face of this challenge.

The American people, together
with other free peoples, seek a
new era in world affairs, We seek
a world where all men may live
in peace and freedom, with stead-
ily improving living conditions,
under governments of their own
free choice.

For ourselves, we seek no terri-
tory or domination over others.
We are determined to maintain
our .democratic institutions so
that Americans now and in the
future can enjoy personal liberty,
economic opportunity and politi-
cal equality.

We are concerned with advanc-
ing our prosperity and our well-
being as a nation, but we know
that our future is inseparably
joined with the future of other
free peoples. )

We will follow the course we
have chosen with courage and
with faith, because we carry in
our hearts the flame of freedom.
We are fighting for liberty and
for peace—and with God’s bless-
ing we shall succeed.

HARRY S. TRUMAN.
The White House, : i,

needs without serious disruption July 19, 1950, Lo DELH
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Continueo from bdge 4

The Stock Market's |
Technical Outlook

will advance while others consoli-
date or decline, It should be an
excellent trading market,

On the downside, the market
is near the top of the broad 195-
160 accumulation range in which
a tremendous turnover of stock
took place over a three-year pe-
riod. The 195-185 top area should
furnish strong support. There is
similar support at 37-36 in the
utility average. The rails have a
different pattern as they have not
broken out on the upside of the
1946-49 range. However, there is
support at 50-46.

Individual issues show similar
patterns, Many issues are at or
near support points — or have
reached, or nearly reached down-
side objectives, My trend gauges
are sharply oversold. The minor
trend gauge reached the sharpest
oversold condition since 1946, and
has since given a minor buy sig-
nal. This is only for trading pur-
poses and has not been confirmed
by the more important intermedi-
ate trend gauge, which is also
sharply oversold, but has not yet
given a buy signal, Such a signal
could be given within the next
two weeks. It would appear that,
barring some catastrophic happen-
ing, we are near the low.

On the upside, indications are
that new leadership is in order.
There were signs of this even be-
fore Korea. Roughly, the tech-
nical patterns of individual issues
and groups can be divided into
three categories. Actually, there
are four—but the last classifica-
tion consists of issues that have
indeterminate or incomplete pat-
terns. In most cases, there are
relatively unimportant issues, and
we can forget about them.

Classification of Issues

The first classification is the
high grade, blue chip issues that
have led the advance and have,
in most cases, sharply penetrated
the 1946 highs, to attain new high
territory. Many of these issues
reached their indicated upside ob-
jective. They include the chem-
icals, the natural gas issues, the
finance companies, the televisions,
the utilities, the drugs and some
of the motors. In most cases they
are growth issues. These stocks
have suffered the brunt of the de-
cline. They have all reached new
lows within the past few days.
In most cases they have declined
to, or close to, the tops of the
broad 1946-49 accumulation areas.
To illustrate, Allied Chemical held
in the 160-200 range for three
years, and penetrated upside to
reach a high above 250. It has
reacted to a level close to the top
of the accumulation range. These
issues are most likely at—or close
to—their lows. However, before
an advance or decline is indicated
new patterns must be built up.
This may take considerable time.

As a great many of these issues
are included in the averages, this
is one reason why I expect a nar-
row range for a considerable pe-
riod of time. '

The second classification is a
little harder to define, and hasn’t
the regular pattern of the first
group. It includes issues and
groups that, in cost cases, have not
passed either the 1946 or 1948
highs and in some cases, reached
new lows in June, 1949. In the
main, these groups have worked
into upside resistance and have
possibilities of forming head and
shoulder bottom patterns. In this
group are included rails, steels,
mining and smelting, oils, rubber,
paper, and in some cases, farm
implements and machinery.

The third classification consists
of the issues and groups that have

over the past four years and have
not yet broken out on the upside
of such potential bases. If they’
have broken out, the have not
gone very far on the upside. They
are the laggards of the past year.
They include airlines, textiles,"
sugars, shipping, liquors, retail
stores, mail order, movies and
some aircrafts, machine tools,
auto trucks, meat packing, rail-
road equipments and other groups.

Best Trading Buys

A great many issues in this sec-
ond and third classification man-
aged to hold above their June 26
and June 27 lows during the sell-
off of the past few days—regard-
less of the fact that the Industrial
Average has reacted 11 points
below the late June low of 206.
These issues are most likely the
most interesting trading buys.
Their action has been above aver-
age—and not much loss would be
taken if they were stopped out
below their June lows. Issues that
have thus far held above late June
lows are mainly in the following
groups:  rails, steel, metals, air-
lines, aircraft manufacturers, tex-
tiles, sugar, shipping and ship-
building, oils, rubbers, coal, auto
trucks, meat packing and ma-
chinery.

Favorite Groups

Was the June 12 high of 229.20
a bull market top? It could be.
But if it was, it is the smallest
bull market, as far as percentage
appreciation is concerned, in the
past 35 years. Also, particularly
after a decline on unexpected
news without the formation of a
prior distributional top, the mar-
ket usually rallies back to, or
close to, the former top. On such
a rally, the pattern can be better
appreciated and appraised. So far
the market has held within the
confines of an intermediate cor-
rection of one-third to two-thirds
of the previous move. A one-half
correction would be approximate-
ly 195, and two-thirds would be
approximately 185. I would buy
stocks on present weakness. My
favorite groups at the moment are-
airlines, oils, rails, steels and tex~
tiles. - G i

1929 Highs.to Be Exceeded
by 1952 . o
Before I finish, I'll anticipate &
question. Do I still believe-im
my letter of September, 19482
Unqualifiedly, yes I do.-1I wrote:
at that time that I believed the-
first advance from the 160-195
range would carry to roughly 240~
250, followed by a decline or con—
solidating phase for a year-or two
—and then eventually the market
would reach a level above the
1929 highs. Nothing to date has:
happened to alter my opinion. The-
240-250 level has been approached..
It may be reached or maybe we:
are now in the declining and don- *
solidating phase in which the mar-
ket may remain for a long while..
The timing and extent depends
on new developments, but bLoth
the growth and infl.:i" .y ele—
ments in our economic pattern in- -
dicate that starting ime im
1952 the market will an
advance that will carr .
1929 highs in the period betwcern
1956-1960.

James Davis & Jene Stcles

Represent King ierritt
DALLAS, Tex.—Jane I{. Sicles

and James W. Davis have bevorn

associated with King N

Co., Inc., which will ¢

a new branch office in Dailes.

Both Miss Stokes and Mr. Duvis

were formerly associated with

formed wide accmumulation bases. Hatcher and Co.; Incs

I
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‘Indications of Current:

- Business Activity

AMERICAN. IRON 'AND ‘STEEL INSTITUTE:
Indicated steel opératicns (percent of capacity)ememme o e oo July 23
Equivaient to—

Bteel ingots and castings (net tons) July 23

AMERICAN PETROLEUM INSTITUTE:

Crude oil and condensate output — daily average (bbls. of 42

gallons each) July
Crude runs to stills— daily .average (bbls.) o __________ July
Gasoline output (bbls.) July
Kerosene output (bbls.). July
Gas, oil, and distillate fuel - oil output, (L] 7 R July
Residual fuel oil output (bbls.) July
‘Btocks at refineries, at bulk terminals, in transit and in pipe lines—

Finished and unfini line (bbls.) at

Kerosene (bbls.) at.

Gas; oll, and “distillate fuel oil (bbls.) at

Residual ‘fuel oil (bbls.) at.

July
July

July

ASSOCIATION OF AMERICAN RAILROADS:
Revenue ‘freight loaded ( of cars) July
Revenue freight received from connections (number of cars)____July

CIVIL ENGINEERING CONSTRUCTION — ENGINEEEING ‘NEWS-
RECORD:

Total U. 8. construction
Private construction’
Public. construction

State and muni
Federal

July 13
July 13
July 13
July 13
July 13

COAL OUTPUT (U. 8. BUREAU OF MINES):
Bituminous coal.and lignite (tons) ... ___..__ July 8
Pennsyivania anthracite (tons).... July 8
Beehive coke (tons) — July 8

DEPARTMENT - STORE SALES INDEX—FEDERAL RESERVE SYS-
TEM—1935-39 AVERAGE=—1460.

EDISON ELECTRIC INSTITUTE:

Electric output (in 000 kwh.) July 15

FAILURES (COMMERCIAL AND INDUSTRIAL) —DUN & BRAD-

STREET INC, July 13

IRON AGE COMPOSITE PRICES:
Finished cteel (per ib.)
Pig iron (per gross tor-)
Ecrap steel (per gross ton)

July 11
-July 11
July 11

METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper—
Domestic retinery at
Export refinery at._.
Straits tin (New York) at
Lead (New York) at
Lead (St. Louis) at
Zinc (kast St, Louis) at

July 12
July 12
July 12
July 12
July 12
July 12

MOODY'’S BOND PRICES DAILY AVERAGES:
U. 8. Government Bonds.
Average corporate
Aaa - July 18
Asn i July 18
A July 18
Baa July 18
Railroad Group July 18
Public Utilities Group. July 18
Industrials Group July 18

July 18
July 18

MOODY’'S BOND YIELD DAILY AVERAGES:
U. 8. Government Bonds.
Average corporate
Asa July 18
Aa - July 18
A --July 18
Baa
Railroad Group
Public Utilities Group
Industrials Group

July 18
July 18

July 18

MOODY'S COMMODITY INDEX July 18

NATIONAL PAPERBOARD ASSOCIATION:
Orders received (tons)
Production (tons) -
Percentage of activity_ ...
Unfil.ed orders (tons) at 5 -

July 8
July 8
_July 8
July 8

OIL, PAINT AND DRUG REPORTER PRICE INDEX—1926-36

AVERAGE=100 July 14

ETOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-
LOT DEALERS AND SPECIALISTS ON THE N. Y, STOCK
EXCHANGE—SECURITIES 'EXCHANGE COMMISSION:

Odd-lot sales by dealers (customers’ purchases)—
Number of orders___
Number of shares—Cust
Dollar value

Odd-lot purchases by dealers (customers’ sales)—
Number of orders—Cust ' total sales

Customers’ short cales
Customers’ other sales.
Number of shares—C
Customers’ short sales
Customers’ other sales.
Doilar value -

Round-lot sales by dealers—

Nuraber of shares—Total sales
Short sales
Other sales

Round-lot purchases by dealers—
Number of shares

July 1
July 1
July 1

s’ total sales

July 1
July 1
July 1
July 1
1
1
1

s’ total sales.

July |
July
July

July 1
July 1
July 1

July

WHOLESALE PRICES NEW SERIES — U.
1926=100:
All commodities
Farm products
Grains
Livestock
Foods -
Meats
All commodities oth
Textile products -
Fuel and lighting materialS e ccnciodnmabcosnmmnldic s
Metals and metal products. .. _.._
Building materials.
Chemicais and allied products._-.

*Rexised figure. fIncludes 499,000

S. DEPT, OF LABEOR—

~July 11

July 11
barrels of foreign crude runs.

R ® OO

Latest
Week

99.4
1,894,800

5,475,500
15,912,000
20,059,000

1,752,000

7,353,000

7,916,000

114,278,000
22,035,000
156,568,000
41,874,000

553,876
540,985

$364,963,000
254,053,000
110,910,000
68,385,000
42,525,000

1,500,000
48,000
97,200

216
6,006,345

187

22,2002
22.425¢
86.750¢
11.500c
11,300c
15.000¢

102.10
114.85
119.82
118.60
114.66
106.92
109.06
116.41
119.20

226,087
129,356

55
491,744

121.6

51,541
1,543,106
$67,599,778

45,843
293

$59 792 806

422,380
422,380

470,700

(273) 3¢

The following statistical tabulations cover production -and ‘other figures for the
latest week or month avulnble. Dates shown in first column are either for the
week or month ended on that date, or, in cases of quotations, are as of that date:

Previous
Week

96.0
1,830,000

7,841,000

114,139,000
21,229,000
53,335,000
40,542,000

783,357
646,256

$214,379,000
107,171,000
107,208,000
77,886,000
29,322,000

*10,250,000
1,125,000
#133,700

*263

5,279,924

138

22.200c

22.425¢
79.750¢"

11.000c
10.800¢
15.000¢

102.10
114.85
119.82
118.40
114.66

PRWWRONNNN
oebwbanow
P =ENRNWA B

427.8

220,204
211,058
4

9
394,110

121.0

24,425
766,220
$33,621,684

28,444
131
28,313

$30,963,978
268,280
268,280

237,980

“Month
Ago
101.2

1,929,100

5,305,450
5,524,000
19,029,000
1,916,000
6,961,000
7,307,000

119,249,000
18,499,000
45,230,000
39,192,000

795,852
637,154

$277,411,000
180,447,000
96,964,000
75,547,000
21,417,000

'
10,605,000
863,000
137,600

302

6,011,674

178

22.200c
22.425¢
77.17150¢
12.000c
11.800¢c
14.825¢

102.32
115.63
120.63
119.20
115.24
108.16
110.52
116.80
120.02

PRNWLNNNNN
MO W
D= g0 oW

394.3

220,548
214,497

94
400,731

120.3

19,784
606,152
$26,356,196

22,044
203
21,841
611,770

604,040
$24,267,510

175,300
175,300

190,010

Year
Ago
8.3

1,443,500

4,721,600
5,201,000
18,559,000
1,586,000
5,768,000
7,879,000

113,763,000
24,055,000
.66,620,000
67,136,000

595,321
455,432

$190,346,000
61,468,000
128,878,000
87,408,000
41,470,000

4,913,000
848,000
15,600

201
5,342,107

167

113.70
119.62
118.20
112.56
105.00
107.80
115.24
118.20

2.25
297
2.66
2.74
3.03
3.45
3.29
2.89
2,74

342.8

161,576
153,817
75

243,297

128.0

13,380
384,489
$14,072,542

12,974
154
12,820

AMERICAN GAS 'ASSOGCIATION — For Month
of May:
Total gas (M therms)
Natural gas sales (M “therms)..

" Mixed gas sales (M therms)

AMERICAN IRON AND STEEL INSTITUTE:
Steel ingots and steel for castings produced
.(net tons)—Montih of June
Shipments ‘of steel products, including alloy
and stainless (net tons)—Month of May..

AME‘:I'HCAN ZINC INSTITUTE, INC.—Month of

Slab zinc smelter output, all grades (tons of
of 2,000 lbs.)
Shipments' (tons of 2,000 1bs.)-.1.
Stocks at end of period (tons)
Unfilled orders at end of period (tons)-_

Copper production in U. S, A.—
Crude (tons of 2,000 lbs.)__
Refined (tons of 2,000 1bs.) -
Deliveries to customers—
In U. 8. A. (tons of 2,000 1bs.)——_______
Refined -copper stocks .at end of period
(tons of 2,000 1bs.) oo

COMMERCIAL PAPER OUTSTANDING—FED-
ERAL RESERVE BANK OF NEW YORK—
As of June 30 (000's omiited)

‘| CROP PRODUCTION — CROP REPORTING

BOARD U. S. DEPARTMENT OF AGRI-
CULTURE — As of July'1 (in thousands)
Corn, all (bu.)
Wheat, - all (DU, )cmcommmm il

Other spring
Oats (bu.)
Barley tbu.) -
Rye (bu.)
Flaxseed (bu.)
Rice, 100 lb. bag
Hay, all (ton)..-
Hay, wild (ton)__
Hay, alfalfa (ton)
Hay, clover and timothy
Hay, lc (ton)

Leans ary edible (100 1b. bag)
Peas, dry field (100 lb. bag)-
Potatoes (bu.)

Sweetpotatoes (bu.)

Tobacco (1b.)
Sugarcane for sugar & seed (\.on)
Sugar beets (ton)
Hops “(Tb.)
Apples, commercial crop ibu.
Peaches (bu.)

Pears (bu.)
Grapes  (ton)

Cherries (12 States) (ton)
Apricots (3 States (ton)

FACTORY EARNINGS AND HOURS—WEEKLY
AVERAGE ESTIMATE — U. S. DEFT. OF
LABOR—Month of May:

Earnings—
All manufacturing .
Durable goods -_
Nondurable goods
Hours—
All manufacturing
Durable -goods ...
Nondurable goods
Hourly earnings—
Aill ‘manuiacturing
-Durable goods
Nondurable goods

FREIGHT CAR OUTPUT—~DOMESTIC (AMERI-
CAN RAILWAY CAR INSTITUTE)-—Month
of June:

Deliveries (number -of cars)
Backlog of orders at end of month (1
of cars)

METAL OUTPUT
Month oi May):
Mine production of recoverable metals in the
United States:
Copper (in short tons)-..
Gold (in fine ounces)-

(ton)__..

(BUREAU OF MINES) —

Silver in fine ounces)
Zinc (in short tons)__

NEW CAPITAL ISSUES IN GREAT BRITAIN—
MIDLAND BANK, LTD.—Month of June..

NEW YORK STOCK EXCHANGE—As of June
30 (000's omitted):

Member {irms carrying margin accounts—
Total of customers' net debt bulances_...
Credit extended to customers
Cash on hand and in banks in U. §._
Total oi customers’ free credit balances

Market value of listed shares_...

Market value of listed bonds-__

Member borrowings on U. 8. Govt. iss

Membey borrowings on othzy collateral

TREASURY MARKET TRANSACTIONS IN DI-
RECT AND GUARANTEED SECURITIES
OF U. 8. A.—Month of June:
Net sales ...
Net purchases _

U. S. GOVT. STATUTORY DEBT LIMITATiON
As of June 30 (000's omitted):
Total face amount that may be outstanding
at any one time
Outstanding—
Total gross public debt
Guaranteed obligations not owned by the
Treasury

Total gross public debt and guaranteed
obligations
Deduct—Other outstanding public debt obli-
gallons not subject to debt limitation

Grand total outstanding.-
Ealance .face amount of -ob
able under above authority

sRevised. tMonthly average 1949.

COPPER INSTITUTE—For month of June:

$275,000,000 $275,000,000

Latest
Month
3,334,277
3,033,599
182,384
118,094

Year

Ago
2,721,12
2,444,180
176,404
100,525

Previous
Month
3,833,277
3,487,520
219,488
126,269

*6,504,650
-5,234,862

8,130,929
6,252,672

#8,551,887
5,780,453

75,166
90,920
26,665

63,701 66,430

96,334
113,961

126,047
50,327

*83,262
112,388

113,837
51,020

92,118
45,653
166,925

, )
$240,000 $250,000 $199,000

3,175,602
956,586
120,545
236,041

30,633
205,408

1,394,772

264,726

944,514
710,156
234,358

1,380,032
278,536

i (T I I I S T A

*$56.93
#61,12
#52.17

39.7
40.8
38.5

*$1.434
#1.498
#1.055

9,123

40,585 42,813

74,617
192,743
37,780
3,573,256
51,576

73,351
184,504
435,612
%3,554,456
49,113

162,729
1165,482
134,159
12,889,579
149,432

£5,931,000 £160,476,000 £12,351,000

$1,175,076 $682, 409
64,044
302,549
657,163
85,624,659
125,252,730
140,820
771,346

$1,255,660
75,328
312,927
676,827
80,651,507
124,632,841
115,752
847,103

63,921,054
131,685,658
164,763
531,322

$88,353,050

$275,000,G00
252,770,259
27.275

257,357,352 250,350,132

19,503 '20,047

$257,376,855 $256,370,179 $252,197,635

724,721 728,508 769,922 _

$256,652,133 $255,641,871 $252,027,712

18,347,866 19,358,128 22,972,287

igitized for FRASER
tp://fraser.stlouisfed.org/




30 (274)

Securities Now in Registration-

@ Alberta-Canada Oils, Inc. (Del.), Alberta,
Canada

July 18 filed 1,000,000 shares of common stock (par 50

cents). Price—$2.50 per share. Underwriter—Thomas

G. Wylie Co., New York. Proceeds—For general funds.

Allied Electric Products, Inc. (7/25)

May 24 filed 160,000 shares of 45 cent cumulative con-
vertible preferred stock (par $6) and 100,000 shares of
common stock (par $1), to be offered in units of one
preferred share and one-half share of common at $7.50
per share; remaining 20,000 common shares at $4.50 per
share. Underwriter—Hill, Thompson & Co., New York
City. Proceeds—To repay bank loans and accounts pay-
able, for machinery, equipment and other corporate pur-
poses. Statement effective June 23.

American Motorists Insurance Co., Chicago
June 28 filed 100,000 shares of capital stock (par $5) to
be offered to stockholders of record July 25 at rate of
one new share for each three held. Price—At par. Pro-
ceeds—For general corporate purposes. Business—
Casualty insurance,

American Radio & Television, Inc., North Little
Rock, Ark..
June 16 (letter of notification) 301,686 shares of com-
mon stock (par 10 cents). Price—75 cents per share.
Underwriters—Gearhart, Kinnard & Otis, New York
City, Proceeds—For additional working capital. Office
—Fifth and Cornish Streets, No. Little Rock, Ark.

Ampal-American Palestine Trading Corp.
April 10 filed $3,000,000 of 10-year 3% sinking fund de-
bentures. Underwriter — Israel Securities Corp., New
York. Proceeds—To increase working capital to be used
for enterprises in Israel. Business—Developing the eco-
nomic resources of Israel. Statement effective June 30.

Arkansas Power & Light Co.

May 23 filed 155,000 shares of cumulative preferred stock
(par $100). Proceeds—To be applitd to (a) redemption
on Aug. 1, 1950, at $110 per share plus dividend ac-
cruals, of all the 47,609 shares of outstanding $7 pre-
ferred and 45,891 shares of outstanding $6 preferred;
and (b) the carrying forward of the company’s construc-
tion program. Bids—Received by company up to noon
(EDT) on June 19, but rejected. Only one bid was made
of $100.003 per share, with a $4.95 dividend from Lehman
Brothers, Equitable Securities Corp. and White, Weld &
Co. (jointly). Statement effective June 12. No further
decision” reached.

Associated Natural Gas Co., Tulsa, Okla.
March 14 (letter of notification) 2,500 shares of common
stock at $100 per share. No underwriter. Proceeds to
build a natural gas transmission line. Office—105 N.
Boulder, Tulsa, Okla.
® Avco Manufacturing Corp., N. Y. City
July 14 filed an unspecified number of shares of com-
mon stock (par $3) to be offered in exchange for shares
of Bendix Home Appliances. Inc., at a rate to be filed by
amendment. Underwriter—None, but Emanuel, Deetjen
& Co. and Lehman Brothers will serve as dealers.

® Benson (N. P.) Optical Co.

" July 11 (letter of notification) $150,000 of 4% debenture,
series D, due 1965. Underwriter—None. Proceeds—For
working capital. Office—450 Medical Arts Bldg., Min-
neapolis, Minn. .

' Cameron (Wm.) Co.
June 14 filed 179,833 shares of capital stock (par $7), of

" which 120,833 will be sold to the public and 59,000 of-
fered to employees. Of the total offering, 91,333 shares
will be sold by the company and 29,500 by three stock-
holders. Underwriter—Reynolds & Co., New York. Price
—To public, $19.50 per share; to employees, $16.95 per
share, Proceeds—To reduce a loan and for general cor-
porate purposes. Business—Distributor of building ma-
terials. Statement effective July 12, Deal canceled.

Canadian Superior Oil of California, Ltd.
June 27 filed 2,150,000 shares of common stock (par $1).
Price—To be filed by amendment. Underwriter—Dillon,
R-ad & Co. Inc. Proceeds—For geological and drilling
oz crations in Canada, Temporarily postponed.

Caspers Tin Plate Co., Chicago, lIl.
Jure 16 filed 150,000 shares of common stock (par $1),
of which 50,000 shares are to be sold by company and
100. 00 shares by three stockholders. Price—To be filed
by amendment. Underwriters—F, Eberstadt & Co. Inc.
and Shillinglaw, Bolger & Co. Proceeds—Proceeds to
company, together with term loan of $1,000,000 from
ir nce firm, will be used to pay existing long-term

Cuicaco
CLEVELAND

PiT1sBURGH
San Francisco

NewYork'  Boston
PuiLADELPHIA

Private Wires 1o all offices

—
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obligations and the balance to be used as working capital.
Temporarily postponed.

Citizens Credit Corp., Wasliington, D. C.
June 2 (letter of notification) 3,000 snares ot class A

common stock (par $12.50) and 1,000 shares of class B.

common stock (par 25 cents), to be sold in units of threé’
shares of class A stock and one share of class B stock.,

Price—$44.50 per unit. Underwriter—Emory S, Warrern
& Co., Washington, D. C. Proceeds—For general funds. - D €
. _Underwriter—Allen & Co., New York. Price—To be filed

Office—1707 Eye St.,, N. W., Washington, D. C.

Citizens Telephone Co., Decatur, Ind.”
April 27 (letter of notification) 3,000 shares of 4% %
preferred stock, ron-convertible. Price—At par “($100
per share). Underwriter—None. Proceeds—For p.ant
additions and convcrsion to dial operations. Office—
240 W. Monroe St., Decatur, Ind.

® City Stores Co. #

July 17 filed an unspecified number of shares of common
stock (par $5) to be offered in exchange for commoa
stock (par $10) of Oppenheim, Collins & Co.; Inc., and
for the 4% % convertible preferred stock (par $50) and
common stock (par $1) of Franklin Simon &. Co., Inc.,
in ratios to be determined by the directors of City Stores
Co. when registration becomes effective. The-exchange
offer is expected to expire around Sept. 15, 1950. Under-
writer—W, E. Hutton & Co, .

Columbia Gas System, Inc. (8/1)
July 7 filed $90,000,000 of debentures, series B, due 1975.
Underwriters—To be detetmined by competitive bidding,
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan
Stanley & Co. Proceeds—To retire on Sept. 9 $45,000,000
of 3% % debentures due April 1, 1973; $20,000,000 of 3%
debentures due March 1, 1974; and $13,000,000 of 3% de-
bentures due Aug. 1, 1974; and the remainder ($12,000,-
000) for expansion program. Bids—Tentatively planned
to be received on Aug. 1 but may be postponed until
the Fall, depending on market conditions.

® Columbia Gypsum Products, Inc., Bremerton,
Wash.

July 8 (letter of notification) 25,000 shares of common

stock. Price—At par ($1 per share). Underwriter—

None. Proceeds—For working capital.

Combustioneering Inc., Cincinnati, Ohio
June 5 filed 30,000 shares of class A capital stock. Under-
writer—None named as yet. Price—$100 a share. Pro-
ceeds—For offices and equipment, expenses and working
capital. Businéss—Research ‘in field of smelting and
heating-treating'of metals. .

® Colgmonwealth Springfield Drive-In Theatre
orp.

July 10 (letter of notification) $100,000 of debentures
and 1,000 shares of common stock (par.$1) to be sold in
units of one $100 debenture and one share of stock. Price
—$101 per unit. Underwriter—None. Proceeds—To re-
imburse George W. Fuller, Kansas City, Mo., for expenses
in completing the Sunset Drive-In Theatre, Springfield,
Mo. Office—215 W. 18th St., Kansas City, Mo.

Consumers Power. Co., Jackson, Mich.:

June 23 filed 499,903 shares of common stock (no par)
to be offered present holders at the rate of one new
share for each 10 held, with an oversubscription privi-
lege. Underwriter—To be named in an amendment,
along with offering price. Five months ago an offering
of 454,457 shares of common stock to common stockhold-
ers was underwritten by a group headed by Morgan
Stanley & Co. Price—Expected to be not less than $33
per sélare. ‘Proceeds—For construction. Offering—Post-
poned.

Cowles Co., Inc., Cayuga, N. Y.
July 10 (letter of notification) 2,644 shares of capital
stock (par $5) offered to stockholders of record July 8,
with rights expiring on Aug. 15. Price—$20 per share,
Underwriter—None. Proceeds—To retire indebtedness,
for working capital, etc.

Cribben & Sexton Co., Chicago, Iil.
July 3 (letter of notification) 2,000 shares of common
stock (par $5) and 160 shares of preferred stock (par
$25). Price — $4.50 per share for common and $13 for
preferred. Underwriters—David A, Noyes & Co. and
Swift-Henke Co., Chicago, Ill. Proceeds — To a selling
stockholder.

Cristina Mines, Inc., N. Y. City
May 24 filed 400,000 shares of common stock (par ‘50
cents). Underwriter—Max Wolberg, a director of com-
pany. Price—$1 per share. Proceeds—For development
of tonnage and mining and shipment of ore;

Crown Capital Corp., Wilmington, Del. .
July 3 (letter of notification) $20,000 of 5% subordi-
nated debentures due 1981. Price—At prineipal amount.
Underwriter—Hodson & Co., New York. Proceeds—For
general funds. Statement withdrawn. o

Dental Research Associates, -Inc. (Pa.) . . -

June 27 (letter of notification) 12,000 shares. of common
stock (par $1). Price—$10 per share. Underwriter—
None. Proceeds—For working capital and . operating
expenses.
® Dryomatic Corp., Alexandria, Va. :
July 10 (letter of notification) 300 shares of 6% cumula-
tive preferred stock (par $100) and.1,500 shares of vot-
ing common stock (par $1) to be offered in units of one
preferred and five common shares, Price—$105 per unit.
Underwriter—None. Proceeds—For working capital. Of-
fice—812 N, Fairfax St., Alexandria, Va.

©® INDICATES ADDITIONS
SINCE PREVIOUS ISSUE

Dualoc Drive, Inc., Rockford, lil.
July 3 (letter of notification) 3,000 shares of class A
stock. Price—At par ($100 per share). Underwriter—
None. Proceeds—For machinery and general corporaie
purposes, Office—700 20th St., Rockford, Ill.

Eastern Stainless Steel Corp.
June 7 filed 100,000 shares of capital stock (par $5) to
be offered to stockholders at the rate of one new share
for each three held, with oversubscription privilege.’

by amendment. Proceeds — To pay bank loans and for’
5, working capital. Business — Stainless steel plates and
“_sheets. Offering postponed. :

Ecor, Inc., New York City
July 5 (letter of notification) z/0 shares of common stock,
Price—$1,000 per share. Underwriter—None, Proceeds
—For working capital, etc. Office—Room 4329, 30 Rock-
efeller Plaza, New York 20, N. Y.

Fedders-Quigan Corp. :
June 21 filed 103,402 shares of series A cumulative con-
vertible preferred stock (par $50) to be offered to com-
mon stockholders on basis of one preferred share for
each 12 shares held. Price—To be filed by amendment,
along with dividend rate. Underwriter—Smith, Barney
&-Co., New York. Proceeds—To pay promissory note,
to_complete purchase of a new plant at El1 Monte, Calif.,
and for additional working capital. Offering postponed.

First Security Corp. of Nevada, Reno, Nev.
June 14 (letter of notification) 50,000 shares of common
capital stock (par 10 cents). Price—$5 per share. Under-
writer—None, Proceeds—To buy instalment sales con-
tracts and for investment in selected common stocks of
other corporations. Office—511 W, 3rd St., Reno, Nev.

First Springfield Corp., Springfield, Mass.
May 29 (letter of notification) 5,471 shares of common
stock. Price—$15 per share. Underwriter — Springfield
Mortgage Corp., Springfield 3, Mass. Proceeds — For
working capital. .

Fleetwood Airflow, Inc., Wilkes-Barre, Pa.
April 20 (letter of notification) 79,050 shares of common
stock (par 50 cents) to be offered first to common stock-
holders. Price—$1 per share to stockholders and $1.25
to public. Underwriter—None. Proceeds—For working
capital, remaining $28,000 being offered to six creditors
in payment of debt. Office—421 No. Pennsylvania Ave.,
Wilkes-Barre, Pa.

Fleming-Hall Tobacco Co., Inc., N. Y.
Juné 30 (letter of notification} 180.000 shares of com-
mon stock (par $1). Price—$1.25 per share. Underwriter
—Carstairs & Co., 1421 Chestnut Street, Philadelphia 2,
Pa., will ‘act as financial adviser. Proceeds—To be
added to general funds. Office—595 Fifth Avenue, New
York, N. Y. :

Florala (Ala.) Telephone Co.
June 29 (letter of notification) 1,200 shares of 4% cumu-~
lative preferred stock. Price—At par ($25 per share).
Underwriter—None. Proceeds—To extend and modern-
ize plant, lines and other telephone facilities.
® Frontier Leather Co., Sherwood, Ore.
July 8 (letter of notification) 1,000 shares of 6% cumula-
tive preferred stock (par $100) and 10,000 shares of com-
mon stock (par 20 cents) to be offered in units of one
preferred and ten common shares. Price—$101 per unit.
Underwriter—None. Proceeds—To pay off mortgage and
for additions, plant facilities and equipment.

General Radiant Heater Co., Inc.
May 3 filed 170,000 shares of common stock (par 25¢).
Price—$3 per share, Proceeds—For plant and warehouse,
advertising research, working capital, etc. Temporarily
postponed. Amendment may be filed.

General Shoe Corp., Nashville, Tenn.
June 30 filed a maximum of 32,885 shares of common
stock (par $1) to be offered on a share-for-share basis
in exchange for outstanding preferred stock of W. L.
Douglas Shoe Co. No underwriter.

. Globe Hill Mining Co., Colorado Springs, Colo.
May 26 (letter of notification) 5,885,000 shares of com-
mon stock. Price—At par (one cent per share). Under-
writers—George C. Carroll Co., Denver; Inter-Mountain
Shares, Inc., Denver; and M, A. Cleek, Spokane, Wash.
Proceeds—For mining equipment,

Granville Mines Corp., Ltd., British Columbia,
Canada

Feb. 16 filed 100,000 shares of common non-assessable

stock (par 50c). Price—35c per share. Underwriter—

None. Proceeds—To buy mining machinery and  for

working capital. Statement effective May 10. ,

OulFf-' A:‘l‘antlc Transportation Co., Jacksonville,:
orida 3 :

May 27, 1949, filed 620,000 shares of class A partic. ($1
par) stock and 270,000 shares (25c¢ par) common -stock.
Offering—135,000 shares of common will be offered:for-
subscription by holders on the-basis of -one-for-two. at
25 cents per share. Underwriters—Names by arnendment
and may include ‘Blair, Rollins & Co., Inc.; John J, Ber-
gen & Co. and A. M. Kidder & Co. on al “best efforts
basis.” - Price—Par for common $5 for class A. Proceeds
~—To complete an ocean ferry, to finance dock and term-
inal facilities, to pay current obligations, and to provide .
working capital.. - *

Gulf Stream Frozen Foods, Inc., Miami, Fla.
June 30 (letter of notification) 100,000 shares of 6% pre-
ferred stock (par $1), each share convertible into two
shares of common stock one year after date of issuance.
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Price—$3 per share. Underwriter—None. Proceeds—
To buy sea food for distribution. Office—26 N. E. 27th
St., Miami, Fla.

- Haloid Co., Rochester, N. Y.
June 16 filed 47,183 shares of common stock (par $5)

offered common stockholders of record July 6 on basis
of one share for each three shares held. Rights will

expire July 24. Price—$28.50 per share. Underwriter—

The First Boston Corp. Proceeds—For general corporate
purposes. Business—Sensitizing photographic and photo-
copy papers and manufacturing photocopy cameras, pa—
pers and other photographic supplies. Statement effec-
tive July 7. h

® Hamilton Funds, Inc. '

July 11 filed 1,000,000 shares, series- H-C7, 1,000,000
sha'res,' series H-DA, and $12,000,000. face amount of
periodic investment certificates, series H-DA. Unde¥-
writer—Hamilton Management Corp., of Denver, Col. .

* Harvill Corp., Los Angeles, Calif. -~
June 16 (letter of notification) 150,000 shares of common
stock (par $1) to common stockholders of record June
26 on basis of one share for each four held, withian
oversubscription privilege; rights expire July 31. Price—
70=cepts per share. Underwriter—None. Proceeds—For
warking capital. Office—6251 W. Century Blvd., Los
Angeles 45, Calif. i

: Higgins, Inc., New Orleans, La.
May 23 (letter of notification) 300,000 shares of common
stock now offered to common stockholders of record
May 12, with rights expiring July 20. Price—At par
($1 per share). Underwriter—None. Proceeds—For gen-
eral corporate purposes. Office—Industrial Canal Plant,
New Orleans, La.

- Industrial Stamping & Mfg. Co., Detroit
July 6 filed (by amendment) $500,000 of first mortgage
5% bonds due 1967 (with warrants to purchase 60,000
shares of common stock) and 400,000 shares of common
stock (par $1). Of the latter, 272,000 shares will be
publicly offered and 28,000 shares will be offered to cer-
tain officers and directors of the company; 60,000 shares
to be reserved for stock options; and 40,000 shares:to
be optioned to the underwriter of the bonds. Price—
of bonds, 100; and of stock to public and employees, $1
per share. Underwriters—For bonds, P. W. Brooks &
Co., Inc.; for stock, Baker, Simonds & .Co. Proceeds—
To pay mortgage and certain debts, and balance added
to working capital, part of which will be used to reduce
bank loans. Offering—Expected early in August.

. Interstate Finance Corp., Dubuque, lowa
Jupe 14 (letter of notification) 4,000 shares of common
stock (par $5) and 2,000 shares 0f B common stock (par

$5). Price—$25 per share. Underwriter—None. Proceeds

—To increase working capital. Office — 1157 Central

Ave., Dubuque, Ia. )

' Kauai Engineering Works, Ltd., Lihue, Hawaii
June 23 (letter of notification) 98,000 shares of com-
mon stock (par $1). Price—$1.10 per share. Under-
writer—Ross & Co., Box 2665, Honolulu, T. H. Proceeds
;Eijl)r working capital. Co.’s Address—Box 1589, Lihue,
® Ketchaboneck Club, Inc.,, Westhampton Beach,

New York ‘
July 17 (letter of notification) $100,000 general mort-
gage income 4% bonds due Jan. 1, 1967, and $10,000 of
certificates of indebtedness. Price—$500 per bond and
$50 per certificate. Underwriter—None. Proceeds—To
purchase property and for working capital.

® - Kimball Mines, Inc., Spokane, Wash.

July 3 (letter of notification) 37,500 shares of capital

stock to be offered to holders of ore production certifi-

cates. Price—10 cents per share. Underwriter—None.

Proceeds—To complete development of mining claims.

‘(])foi(t:le—1229 Old National Bank Building, Spokane 8,
ash.

Leigh Foods, Inc. (N. Y.)
June 30 (letter of notification) 300,000 shares of capital
stock (par 10 cents). Price—$1 per share. Underwriter
—None. Proceeds—For working capital and general cor-
porate purposes. Office—630 Fifth Avenue, New York 20,
New York.

Louisiana Power & Light Co.

May 23 filed 90,000 shares of preferred stock (par $100).
Preceeds—To be used to redeem, at $110 per shart plus
dividend accruals, the 59,422 shares of outstanding $6
preferred stock, and for construction and other purposes.
Bids—Received by company up to noon (EDT) on June
19, but rejected. Three bids were made as follows:
Union Securities Corp., $100.40 per share with a $4.65
dividend; Blyth & Co., Inc., and Equitable Securities
Corp. (jointly), $100.10 with a $4.65 dividend; and W. C.
Langley & Co. and First Boston Corp. (jointly), $100.30
with a $5.80 dividend. Statement effective June 12, No
further decision reached. *

Loven Chemical of California, Newhall, Calif.
May 31 (letter of notification) 282,250 shares of capital
stock. Price—At par ($1 per share). Underwriter—Floyd
A.-Allen & Co,, Inc., Los Angeles, Calif. Proceeds—To
buy land, build a plant and equip it to produce so-called
“impact” plastics. Office—244 S. Pine St., Newhall, Calif.

. Magnavox Co., Fort Wayne, Ind.
June 19 (letter of notification) 5,500 shares of common
stock (par $1). Price—$18 per share. Proceeds—To Rich-
ard A. O’Conner, President of the company. Underwriter
—Francis 1, DuPont & Co., Chicago. Office—2131 Bueter
Road, Fort Wayne, Ind.

‘Mercantile Credit Corp., Wichita, Kansas
June 30 (letter of notification) 20000 shares of common
stock (par $1). Price—$1.50 per share. Underwriter-—
None. Proceeds—For general corporate purposes. Of-
fice—609 Scott St., Wichita, Kan.
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NEW ISSUE CALENDAR

July 24, 1950
Sightmirror Television Corp

July 25, 1950

Allied Electric Products, Inc
Mutual Telephone Co

August 1, 1950
Columbia Gas System, Inc

August 2, 1950
Great Northern Ry., Noon (EDT) Eq. Tr. Ctfs.
St. Louis-San Fran, Ry., Noon (EDT)__Eq. Tr. Ctfs.
August 3, 1950
Pacific Petroleums, Ltd

August 16, 1950
Maine Central RR . Equip. Trust Ctfs.

September 12, 1950
Utah Power & Light Co

. October 9, 1950
Utah Power & Light Co

Debentures

OFFERINGS TEMPORARILY POSTPONED
Canadian Superior Oil of California, Ltd._.Common
Caspers Tin Plate Co Common
Consumers Power Co,

Eastern Stainless Steel Corp Common
Fedders-Quigan Corp, oo Common
Northwestern Public Service Co Common
Public Service Co. of Colorado

Rochester Telephone Corp

Safeway Stores, Inc

Southern CO. e Common
Tele-Tone Radio Corp Class A & Com.
United States Plywood Corp Preferred

Merry Brothers Brick & Tile Co., Augusta, Ga.
June 15 (letter of notification) 1,250 shares of 5% cumu-
lative, preferred stock. Price—At par ($100 per share).
Underwriter—Johnson, Lane, Space & Co., Inc. Proceeds'
—To Ernest B. Merry, Jr., Vice-President and General
Manager, the selling stockholder.

Middle South Utilities, Inc.

June 1 filed 400,000 shares of common stock (no par) to
be offered to preferred stockholders of three subsidiaries
—Arkansas Power & Light Co., Louisiana Power & Light
Co. and Mississippi Power & Light Co. Underwriter—
Equitable Securities Corp will serve as “dealer-man-
ager.” (See also listings of Arkansas, Louisiana and
Mississippi companies elsewhere in these columns.)

Middlesex Water Co., Newark, N. J.

Feb, 9 (letter of notification) 5,200 shares of common
stock offered to common stockholders of record March 17
at $50 per share on a one-for-five basis. Underwriter—
Clark, Dodge & Co. Proceeds—To pay notes and for
additional working capital. Expected this month.

Miles Laboratories, Inc., Elkhart, Ind.
June 23 (letter of notification) 2,500 shares of common
stock (no par). Price—$16.50 per share. Underwriter—
Cohu & Co., New York City. Proceeds—To two selling
stockholders. Offering date indefinite,

Miller (Walter R.) Co., Inc.
March 6 (letter of notification) 1,000 shares of 6%
cumulative preferred stock at par ($100 per share). Un-
derwriter—George D. B. Bonbright & Co.,- Binghamton,
N. Y. Proceeds—To assist in acquisition of 1216 shares
of company’s common stock.

Mississippi Power & Light Co.

May 23 filed 85,000 shares of cumulative preferred stock
(par 100). Proceeds—To be used to redeem at $110 per
share plus dividends, the outstanding 44,476 shares of $6
preferred stock and for construction and other corpo-
rate purposes. Bids—Received by company up to noon
(EDT) on June 19 but rejected. Four bids were made
as follows: Union Securities ‘Corp., $100.10 per share
with a $4.80 dividend; Lehman Brothers, $100.551 with
a $4.85 div.; W. C. Langley & Co. and First Bostou Corp.
(jointly), $100.30 with a $4.90 dividend; and Blyth & Co.,
Inc., Equitable Securities Corp, Shields & Co., White,
Weld & Co. and Kidder, Peabody & Co. (jointly), $100.19
with a $4.90 dividend. Statement effective June 12. No
further decision reached.
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Mohawk Business Machines Corp.
July 5 (letter of notification) 10,148 shares of common
stock (par 10 cents). Price—At the market (about
$1.12%-$1.25 per share). Underwriter—None. Proceeds
—To Mercer Hicks. Office—743 Fifth Avenue, New
York, N. Y.

Mutual Credit of Cincinnati, Inc., Cincinnati, 0.
June 7 (letter of notification) 1,200 shares of common
stock (no par) and 1,000 shares of preferred stock (par
$100). Price—$25 per share for common and $100 for
preferred. Underwriter—None. Proceeds—To increase
available capital for loan business. Office—123 E. 6th

St., Cincinnati, O.

Mutual Telephone Co., Honolulu, Hawaii (7/25)
June 27 filed $1,000,000 first mortgage bonds, series G,
due 1980, and 100,000 shares of preferred stock, series C
(par $10), the new preferred stock to be offered initi-
ally to common stockholders and employees of the com-
pany at rate to be filed by amendment. Price—Of bonds
to be filed by amendment; of preferred, at par. Under-
writer—Kidder, Peabody & Co. Proceeds—For construc-
tion and expansion program.
® New York Pattern Co., Inc., N. Y.

July 14 (letter of notification) 2,450 shares of 7% cumu-
lative preferred stock (par $40). Price—At par. Under-
writer—None. Proceeds—For expansion and working
capital. Office—220 West 19th St., New York 11, N. Y.

Norlina Qil Development Co., Washington, D. C.
March 28 filed 600 shares of capital stock (no par.) To
offer only sufficient shares to raise $1,000,000 at $5,000
per share. No underwriter. Proceeds to be used to ex-
plore and develop oil and mineral leases. Statement ef-
fective May 22. '

North American ‘Acceptance Corp.

June 26 (letter of notification) 20,000 shares of 60-cent
dividend series cumulative preferred stock (par $5).
Price—$10 per share, Underwriter—None. Proceeds—
To increase notes receivable and for working capital.
Office—765 W, Lancaster Avenue, Bryn Mawr, Pa.

Northern 1llinois Coal Corp., Chicago
May 10 (letter of notification) up to 2,000 shares of
common stock (no par) to be sold at the market price
(between $20 and $22 per share) by T. Howard Green,
a Vice-President of the company. Underwriter—Faroll
& Co., Rogers & Tracy and Shields & Co., Chicago.

Northwestern Public Service Co., Huron, S. D.
June 9 filed 49,200 shares of common stock (par $3) to
be offered to present stockholders at rate of one share
or each 10 held. Underwriter—A. C. Allyn and Co., Inc,,
New York. Price—To be filed by amendment. Proceeds
—TFor construction ‘expenditures, Postponedtémporarily.

Oceanic Oil Co., Los Angeles, Calif.

June 19 (letter of notification) 197,672 shares ‘of capital
stock (par $1). Price—$1.50 per share. Underwriter—
None. Proceeds—To pay bank loans and increase work-
ing capital. Office—811 W. 7th St., Los Angeles, Calif.

Ohio Oil & Gas Co.

May 5 (leiter of notification) 1,100 shares of common
stock now held in treasury. Price—50 cents per share,
Underwriter—None. To be offered through Preston,
Watt and Schoyer. Procceds—Toward repayment of
bank loans.

Orchards Telephone Co., Orchards, Wash.
March 16 (letter of notification) 500 shares of common
stock. Price—At par ($100 per share). Underwriter—
None. ‘Proceeds—To modernize plant.

. Pacific Petroleums Ltd. (8/3)
June 30 filed 900,000 shares of common stock (par
$1-Canadian), Price—To be filed by amendment. Under-
writer—Eastman, Dillon & Co. Proceeds—To pay bank
loan and for corporate purposes, including development
of oil and gas lands.

Pan American Gold Ltd., Toronto, Canada
July 20, 1948 filed 1,983,295 shares of common stock (par
$1). Underwriters may be brokers. Price—45 cents per
share. Proceeds — Mainly for development. Statement
effective April 10, 1950,

Power Petroleum Ltd., Toronto Canada
April 25, 1949, filed 1,150,000 shares ($1 par) common
of which 1,000,000 on behalf of company and 150,000 by
New York Co., Ltd. Price—50 cents per share. Under-
writers—S. G. Cranwell & Co., New York.  Proceeds—
For administration .expenses and drilling. Statement
effective June 27, 1949.

Public Service Co. of Colorado
June 26 filed $7,000,000 of convertible debentures, due
1960, and 100,000 shares of cumulative preferred stock
(par $100). Underwriters—To be determined by com-
petitive bidding, along ‘with prices, interest rate on de-
bentures and dividend rate on preferred stock. Probable
bidders for bonds: Halsey, Stuart & Co. Inc.; Blyth &
Co., Inc.,, and Smith, Barney & ‘Co. (jointly); Lehman
Brothers; First Boston Corp.; Harris, Hall & Co., Inc.;
Kidder, Peabody & Co. Probable bidders for preferred:
Glore, Forgan & Co. and W. C. Langley & Co. (jointly);
Lehman Brothers; First Boston Corp., Boettcher & Co.
and Bosworth, Sullivan & Co.; Kuhn, Loeb & Co. and
Harris, Hall & Co., Inc. (jointly.) Proceeds—For con-
struction. Temporarily postponed.

Raytheon Manufacturing Co., Waltham, Mass.
July :%2 filed 289,459 shares of common stock (par $5),
to be' offered to holders of common stock of record
around Aug. 1 at rate of one share for each five shares
held; rights to expire about Aug. 14. Price—To be filed
by amendment. Underwriters—Hornblower & Weeks
and Paine, Webber, Jackson & Curtis. Proceeds—For
working capital, Business—Electronic tubes and equip-
ment for television and radio sets. !

Continued on page 32
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- Resort Airlines, Inc., Pinehurst, N. C.
June 19 (letter of notification) 13,547 shares of common
capital stock, Price—At par ($1 per share). Underwritex
—None. Proceeds—For working capital.

Rochester (N. Y.) Telephone Corp.
June 29 filed 125,000 shares of common stock (par $10)
{o be offered to present stockholders at rate of one new
share for each four held. Price—To be filed by amend-
ment. . Underwriter—The First Boston Corp., New York.
Proceeds—For general corporate purposes, including con-
struction and repayment of a loan. Offering postponed.

® Rocky Mountain Textile Mills, Inc., Denver,
Colorado

July 11 (letter of notification) $150,000 of 5% convert-
ible sinking fund debentures, due 19860, and 1,500 shares
of common stock (par $10), to be sold separately or in
units of one $1,000 debenture and 100 shares of stock.
V’rice—Separately, at par, and in units, at $2,000 each.
Underwriters—Boettcher & Co. and Peters, Writer &
«Christensen, Inc., Denver, Col.

Royal Television & Electronics, Inc.,
Washington, D. C,
June 22 (letter of notification) 600,000 shares of common
stock (par 10 cents). Price—50 cents per share. Under-
writer—None. Proceeds—To buy television set compo-
nents. Office—714 Fifth St., N. W., Washington, D. C.

Safeway Stores, Inc.
.June 8 filed 321,000 shares of cumulative preferred stock
(par $100) and 257,064 shares of common stock (par $5).
The common will be offered to common stockholders
at the rate of one new share for each 10 shares held.
Of the preferred 205,661 shares will be offered in
exchange for 186,965 shares of outstanding 5% preferred
stock, along with an unspecified cash payment. Under-
writer—Merrill Lynch, Pierce, Fenner & Beane will offer
the unsubscribed common shares as well as 85,114 shares
of preferred not needed for the exchange and 30,225
shares which will be created by converting that many of
the old 5% shares brought in under the exchange into
new preferred stock. Any old preferred not exchanged
will be redeemed on Oct. 1. Price—To be filed by
amendment, along with the dividend rate on the new
preferred. Proceeds—To redeem the unexchanged 5%
stock, make cash payments on exchange, and toward the
prepayment of $20,000,000 in bank loans. Offering—
Temporarily postponed. ' .
0 salient, Inc., East Longmeadow, Mass.
July 11 (letter of notification) 2,913 shares of common
stock (no par). Price—$20 per share. Underwriter—
None: - Proceeéds—For working~capital. 'Office—Chest>
nut St.., East Longmeadow, Mass.

Seneca Oil Co., Oklahoma City, Okla.
April 27 (letter of notification) 225,782 shares of class A
stock (par 50¢). Price—$1.25 per share. Underwriter—
Genesee Valley Securities Co., Rochester, N, Y. Proceeds
—To acquire properties and for working capital,

Sightmaster Corp., New Rochelle, N. Y.
June 20 (letter of notification) 18,500 shares of common
stock (par 5 cents). Price—20 cents per share. Under-
writer—Butler, Moser & Co, 44 Wall Street, New York,
N. Y. Proceeds—To selling stockholder. Office—111
Cedar Street, New Rochelle, N. Y.

' Sightmirror Television Corp. (7/24-28)
June 21 (letter of notification) 749,000 shares of com-
mon stock (par 1 cent). Price—40_ cents per share.
Underwriter—Tellier & Co., New York. Proceeds—For
payment of patents, etc., and for working capital. Office
»—l111 Cedar Street, New Rochelle, N, Y. Expected week
of July 17.

- ‘Simmel-Meservey Television Productions, Inc.
June 29 (letter of notification) 150,000 shares of common
stock (par $1). Price—$2 per share. Underwriter—

oellm_er & Gunther, Newark, N, J. Proceeds—To com-
plete films in progress and for general corporate pur-
go?gfs. Office—321 So. Beverly Drive, Beverly Hills,

alif. '

Southern Co., Atlanta, Ga. _
June 23 filed 1,000,000 shares of common stock (par $5).
Underwriters—To be determined by competitive bidding.
Probable bidders are: Morgan Stanley & Co., Kidder,
Peabody & Co, and Merrill Lynch, Pierce, Fenner &
Beang (jointly); Blyth & Co., Inc. and Bear, Stearns &
Co. (Joxqtly); Lehman Brothers; Union Securities Corp.
and Equitable Securities Corp. (jointly); Harriman Rip-
Yey.& Co., Inc. Proceeds—To purchase shares of subsid-
)aries in order to assist them in financing new construc-
1ion.. Bids—Had been scheduled to be received at office
of the company, 20 Pine Street, New York, N. Y., up to
11:30 a.m. (EDT) on July 25, but offering has been de-
ferred until market conditions improve.

- Southern Electrical Corp., Inc.
June 21 filed 16,000 shares of 6% cumulative preferred
stock (par $50) with 64,000 stock purchase warrants to
buy 64,000 shares of common stock (par $3), and 15,000
shares of common stock with 15,000 warrants to purchase
an:-additional 15,000 shares of common. The preferred
stock is offered by the company with four stock purchase
warrants offered wtih each preferred share. The com-
mon stock is offered by three stoekholders, with an op-
tion warrant accompanying each share, Underwriters—
Courts & Co.; The Robinson-Humphrey Co, and Clement
A Evans & Co., Inc., Atlanta, Ga. Price—$50 per share,
plus accrued dividend from July 1 for the preferred
with purchase warrants at 5 cents each; $8.25 per share

for the common, plus 5 cents for each warrant. Proceeds -

—From the sale of the preferred, together with a $750,000
Joan ,will be used to expand the company’s operations.
Business — Drawing aluminum and copper wire from
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rods and stranding aluminum, copper and steel wire into
cable,

Southwest Natural Gas Co., Shreveport, La.
June 26 (letter of notification) 13,500 shares of common
stock to be sold by Ronald M. Craigmyle, at’market
(about $7.37% per share) through Craigmyle, Pinney &
Co., New York City.
® Standard 0il Co. (New Jersey) .
July 14 filed an unspecified number of shares of capital
stock (par $25), to be offered in exchange for 500,000
shares of outstanding capital stock of Creole Petroleum
Corp. at rate of eight Standard Oil shares for 15 Creole
shares. Purpose—To increase holdings of Creole stock
to 95% from present 93.12%.

Standard Television Film Co., Mesa, Ariz.

June 12 (letter of notitication) 300,000 shares of common
stock at par ($1 per share). No underwriter. Proceeds
for capital to begin producing television and motion pic-
ture films. Address—P, O. Box 915, Mesa, Ariz.

Sudore Gold Mines Ltd., Toronto, Canada .
June 6, 1949, filed 375,000 shares of common stock. Price
—3$1 per share (U. S. funds). Underwriter—None. Pro-
ceeds—Funds will be applied to the purchase of equip-
ment, road construction, exploration and development.

Tele-Tone Radio Corp., N. Y. City
June 22 filed 135,000 shares of common stock (par $1).
Price—$6 per share. Underwriters — Sills, Fairman &
Harris; Straus & Blosser. Proceeds—To 15 selling stock-
holders. Temporarily postponed.

Tele-Tone Radio Corp., N. Y. City
June 22 filed 100,000 shares of cumulative convertible
class A stock. Price—At par ($10 per share). Under-
writers—Sills, Fairman & Harris; Straus & Blosser. Pro-
ceeds — For additional plant facilities and for working
capital. Temporarily postponed.

Television Associates, Inc., Michigan City, Ind.
June 26 (letter of notification) 15,623 shares of common
stock. Price—At par ($5 per share). Underwriter—
None. Proceeds—To cancel existing indebtedness and
for working funds. Office—East Michigan Street, Michi-
gan City, Ind.

Transvision, Inc.

June 13 filed 300,000 shares of common stock (par $1).
Price—2.75 per share. Underwriter—Blair F, Clay-
baugh & Co., New York., Proceeds—To increase work-
ing capital and repay loans from RFC and Croydon
Syndicate, Inc. ;

Triplex Corp. of America, Pueblo, Colo.

May 18 (letter of notification) 28,571 common shares
to be sold at $7 per share, T. E. Nelson, Assistant Secre-
tary of the company, will handle the sales on a commis-
sfon basis. Proceeds for working capital and payment
of obligations. Offices—Pueblo, Colo., or 1415 Joseph
Vance Bldg., Seattle, Wash.

United States Plywood Corp.
June 19 filed 60,000 shares of series B cumulative con-
vertible preferred stock (par $100). Underwriter—East-
man, Dillon & Co., New York. Price—To be filed by
amendment along with dividend rate. Proceeds—To in-
crease working capital and for other corporate purposes,
including the erection of a new plant at Anderson, Calif,
Temporarily postponed.

Vieh Co., Columbus, Ohio
May 8 (letter of notification) 19,500 shares of common
stock at $10 per share. Underwriter—The Ohio Co. Pro-
ceeds—To buy the assets of Brodhead-Garrett Co. and
for working capital.
® Vulcan Detinning Co.
July 18, A. C. Buttfield, President, announced that,
following approval of proposed two-for-one split-up of
the common stock to be voted upan Aug. 17, Continental
Can Co., Inc., contemplates public offering of part of its
Vulcan common stock holdings (which now total 59..2%).
Early registration with SEC expected. Underwriters—
Goldman, Sachs & Co. and Lehman Brothers.

Western Carolina Telephone Co., Franklin, N. C.
June 22 (letter of notification) 1,406 shares of capital
stock to be offered to stockholders at rate of one share
for each two shares held, Price—At par. ($50 per share),
Underwriter—None. Proceeds—To pay bank loans.

Western Gypsum Corp., Carson City, Nev.

May 29 (letter of notification) 300,000 shares .of capital
stock. Price—At par ($1 per share). Underwriter—Phil
Morse,. Trustee, P. O. Box 1283, Kingman, Ariz. Pro-
ceeds—For equipment, real estate, working capital and
general corporate purposes. Office—Virginia and Truckee
Building, Carson City, Nev. :
Western Oil Fields, Inc., Denver, Colo.
May 5 (letter of notification) 600,000 shares of common.
stock and a $50,000 note carrying interest at 4% payable
from percentage of oil sold. This note will carry with
it as a bonus 500,000 shares of stock. Price—Of stock,
25¢ per share. Underwriter—John G. Perry & Co., Den-
ver. - Proceeds—To drill for oil in Wyoming and for
working capital.
® Western Sportsmen’s Supply, Inc., Billings,
Montana
July 7 (letter of notification) 5,760 shares of common
stock and 275 shares of preferred stock. Price—For
common, $10 per share, and. for preferred, $100 per
share., Underwriter—None. Proceeds—To increase in-
ventories. Office—Montana Ave. and North 30th, Bil-
lings, Mont. :

Western Uranium Cobalt Mines, Ltd.,

Vancouver, B. C., Canada
Feb. 28 filed 800,000 shares of common capital stock
(par $1). Price—35 cents per share. Underwriter—None
Proceeds—Exploration and development work. State-
ment effective May 23.

® Whitehall Television Corp.

July 12 (letter of notification) 398,000 shares of com-
mon stock (par 10 cents). Price—75 cents per share.
Underwriter—R. V. Klein Co., New York City. Pro-
ceeds—For working capital and expansion. Officc_a—-
206-12 Hillside Ave. Queens Village, N. Y. Offering
being made today.

Wood River Concentrating Co.
June 26 (letter of notification) 1,000,000" shares of com-
mon stock to be sold at 10 cents per share and 125,000
shares to be issued to directors of the company for their
services. Underwriter—Lackman & Co., Hailey, Idaho.
Proceeds—To build a mill for small mine operators.
Address—Box 455, Hailey, Idaho.

Prospective Offerings

Aetna Finance Co. .
June 3 it was reported company may do some financing
later this year. Traditional underwriter: Goldman,
Sachs & Co. ‘

Alabama Power Co. .
May 12 company reported to be considering issue in late
summer of about $10,000,000° preferred stock. Proba})le
bidders: Morgan Stanley & Co.; Blyth & Co., Inc.; Union
Securities Corp. and Equitable Securities Corp. (jointly);
First Boston Corp.; Drexel & Co. Proceeds will be used
for construction expenditures.

American Investment Co. of lllinois: .
May 24 announced company is planning to file shor_tly
a registration statement covering 160,000 shares of prior
preferred stock (par $50). Price—To be filed by amend-
ment. Underwriters—Glore, Forgan & Co.; Kidder, Pea-
body & Co., and Alex. Brown & Sons, and others. Pro-
ceeds—For additional working capital.

American Natural Gas Co.
May 18 it was announced company plans issuance of
380,607 shares of common stock (no par) to common
stockholders at rate of one share for each eight shares
held. Price—To be filed by amendment. Underwriters—
To be determined by competitive bidding. Probable bid-
ders: Glore, Forgan & Co. and W. C. Langley & Co.
(jointly); Blyth & Co., Inc.; Lehman Brothers; The First
Boston Corp, Proceeds—To increase investments in stock
of Michigan Consolidated Gas Co. and Milwaukee Gas
Light Co.

Associated Natural Gas Co. .
June 14 it was announced company plans issuance of
$234,600 common stock and $450,000 of 18-year 412 % first
mortgage bonds, plus a 5-year bank loan of $250,000, to
finance construction of a new pipe line project in south=
eastern Missouri, authorized by FPC, to cost $934,000.

Associated Telephone Co., Ltd.

June 15 it was announced that.the company’s present
intention is to raise approximately $10,000,000 of addi-
tional funds by selling, in the fall of the current year,
50,000 additional shares of cumulative preferred stock
(par $20), a like amount of common stock (par $20) and
$8,000,000 of first mortgage bonds, series G. Under-
writers—For preferred stock, probably Paine, Webber,
Jackson & Curtis, Stone & Webster Securities Corp. and
Mitchum, Tully & Co. For the bonds, to be determined
by competitive bidding. Probable 'bidders for bonds:
Halsey, Stuart & Co. Inc.; Kuhn, Loeb & Co. and Salo-
mon Bros. & Hutzler (jointly); Lehman. Brothers; Paine,
Webber, Jackson & Curtis and Stone &.Webster Secur-
ities Corp. (jointly); White, Weld & Co. and Kidder,
Peabody & Co. (jointly); Equitable Securities Corp.
and Harris, Hall & Co. (Inc.) (jointly). Proceeds—For
construction program. )

Big Bear Markets of Michigan,.Inc. - = B
June 9 it was announced company plans early.registra-
tion of additional capital stock, with .offering'toward the
end of this month. Underwriter—J. G. White & Co.,
New York.

Canada (Dominion of)

June 27 it was reported the Canadian Government is
making preparations for an extensive refinancing opera-
tion. It is understood to plan.refunding of a‘$100,000,-
000 loan payable in U. S. dollars, Issued in 1930 with a
4% coupon, these bonds are due Oct. 1, 1960 and subject
to call Oct. 1, next, on 60 days’ notice.. The latter.priv-
ilege is expected to be exercised some time'this month,
Probable underwriter: Morgan Stanley & Co.

Celanese Corp. of America: - g '
April 12 the stockholders voted to authorize the creation
of 1,000,000 shares of a new preferred stock :(par $100),
505,000 shares of which can'be issued at.any time,
Plans are being formulated for-the issuance this year,
if market conditions are considered. satisfactory, of
an initial series of this new preferred: stock: which may

"be: convertible into fommon stock.. Net proceeds would

be used in part for expansion of the business, including
additional production facilities. - Probable underwriters;
Dillon, Read & Co. Inc.:. Morgan Stanley & Co.

Central States Electric Corp.- )
March 1 it was announced that under an amended plan
of reorganization it is proposed to issue to holders of all
classes of 6% preferred stock for each old share the right
to buy a unit consisting of eight shares of new common
stock and $14 principal amount of new 4% % income de-
bentures for a package price of $18. The common stock,
except for approximately 4,600,000 shares held by Harri-

‘son_Williams and associates, would be offered. the right

to buy a unit of one new common share and $1.75 of new
income debentures for a package- price. of. $2.25 for each

-five common shares held. The ‘issue of new stock and -

debentures would be underwritten by Darien Corp..and
a banking group headed by Hemphill -Noyes, Graham,
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Parsons & Co., Shields & Co., Blair, Rollins & Co., Drexel
& Co. and Sterling Grace Co.

Central Telephone Co.
June 22 company announced it plans to file a registra-
tion statement late in July covering 90,000 shares of
common stock (par $10), which are to be issued to com-
mon stockholders of.Central Electric & Gas Co. on a 1-
for-13 basis. Dealer Managers—Paine, Webber, Jack-
son & Curtis and Stone & Webster Securities Corp.
Proceeds—Mainly to retire $850,000 short-term loans.

Central Vermont Public Service Corp.

May 4, it was announced that if offer to acquire Green
Mountain Power Corp. becomes effective, it plans to re-
fund outstanding $7,715,000 first and refunding 33;%
bonds due 1963 of Green Mountain by the issue and sale
for casn of first mortgage bonds of a new series and of
a new series of preferred stock, $100 par value, Prob-
able bidders for bonds: Halsey, Stuart & Co. Inc.; prob-
able bidders for preferred: W. C. Langley & Co. and
Hemphill, Noyes, Graham, Parsons & Co. (jointly).

Chicago & Western Indiana RR.

Jan. 31 reported company will probably issue in the near
future some bonds to refund the 4% non-callable con-
solidated first mortgage bonds due July 1, 1952, Re-
~ funding of the first and refunding mortgage 4% % bonds,

series A, due Sept. 1, 1962, is also said to be a possibility.
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan
Stanley & Co.;' Lee Higginson Corp.; Harris, Hall & Co.
(Inc.); Drexel & Co.; Kuhn, Loeb & Co. and Salomon
Bros. & Hutzler (jointly); Harriman, Ripley & Co., Inc.;
First Boston Corp.; Lehman Brothers; Paine, Webber,
Jackson & Curtis; Kidder, Peabody & Co.

Commercial Credit Co.
March 30 stockholders approved creation of 500,000
shares of cumulative preferred stock (par $100) of which
company plans to sell 250,000 shares. A group of under-

writers, headed by Kidder, Peabody & Co. and The First

Boston Corp., are expected to offer the stock.

Consolidated Edison Co. of New York, Inc.
May 15, Ralph H. Tapscott, Chairman, said the company
will require approximately $90,000,000 of “new money”
through the sale of securities. No permanent financing is
contemplated before this fall, however, and current ex-
penditures are being financed by short-term loans, of
which $16,000,000 are now outstanding. It is anticipated
that $257,000,000 will be needed for the construction pro-
gram over the next four years. Probable bidders: Hal-
sey, Stuart & Co. Inc.;. Morgan Stanley & Co.; First
Boston Corp. -

® Duquesne Lighit Co.

July 12 an application was filed with SEC under which
it proposes to sell at competitive bidding $12,000,000 first
mortgage bonds and $7,500,000 preferred stock (par $50),
the proceeds to be used to pay for expansion program.
Probable bidders for preferred stock: Kuhn, Loeb & Co.
and Smith, Barney & Co. (jointly); Kidder, Peabody
& Co., Merrill Lynch, Pierce, Fenner & Beane and White,
Weld & Co. (jointly); First Boston Corp.; Lehmzan
Brothers. Probable bidders for bends: Halsey, Stuart &
Co. Inc.; Kuhn, Loeb & Co., Union Securities Corp. and
A. C. Allyn & Co. (jointly); Harriman Ripley & Co.,
Inc.; White, Weld & Co.; Drexel & Co. and Equitable
Seeurities Corp, (jointly); First Boston Corp.; Glore,
Forgan & Co.

Eastern Utilities Associates
May: 23 it was, announced that under a plan filed with
. the-SEC a new company will be formed to acquire the
<-assets of Eastern, and of the Brockton Edison Co., Fall
- River Electric Light Co. and Montaup Electric Co. and
- will issue -and ‘sell $22,000,000 of first mortgage and.
- collateral trust bonds and $8,500,000 of preferred stock.

Elliott Co. )
May. 26 it was reported that between 47,000 and 48,000
- shares of this company’s common stock may be offered
- some time in the near futuer through F. Eberstadt &
Co.

Emerson Radio & Phonograph Corp.
May 29, Benjamin Abrams, President, announced that
company may use unissued 1,240,390 shares of capital
stock (par $5) to acquire additional plant facilities if
needed. Traditional underwriter: F. Eberstadt & Co,
® Florida Power Corp.
July 10 company reported to be contemplating issuance
of $25,000,000 rew bonds, the proceeds to be used to
refund the outstanding 3% % and 33s % issues. Probable
bidders: Halsey, Stuart & Co., Inc.; Glore, Forgan & Co.
and W. C. Langley & Co. (jointly); First Boston Corp.;
Kidder, Peabody & Co. and Merrill Lynch, Pierce, Fen-
ner & Beare (jointly); Harriman Ripley & Co., Inc. Not
considered imminent.

Florida Power & Light Co.
June 9 stockholders approved creation of 50,000 shares
of $4.50 cumulative preferred stock (par $100). These
shares are soon expected to be offered to finance part of
construction program which is expected to require ap-
proximately $25,000,000 new capital through 1952.
Granite City Steel Co.
July 11, company announced stockholders will vote Aug.
17 on increasing authorized common stock from 400,000
shares to 1,000,000 shares, and directors approved tenta-
tive plans for a proposed offering to stockholders of
_ rights to subscribe to additional common stock. The
proceeds will be used to reimburse company for capital
expenditures already made and to provide funds for
further capital expenditures contemplated. A registra-
. tion statement is-expected to be filed with the SEC at
an appropriate time. Traditional underwriter: Glore,

Forgan & Co. -

® Great Northern Ry. (8/2)

Bids will be received by the company, at Room 905,
2 Wall Street, New York, N. Y., at or before noon (EDT)
on Avg. 2 for the purchase from it of $14,130,000 equip-
ment irust certificates, series of 1950, to mature in 30
equal semi-annually instalments beginning on Feb. 1,
1951 and ending Aug. 1, 1965. Probable bidders: Halsey,
Stuart & Co, Inc.; Salomon Bros. & Hutzler; Harriman
Ripley & Co., Inc. and Lehman Brothers (jointly).

Holeproof Hosiery Co.
June 22 it was announced that registration statement is
expected to be filed shortly covering not less than 25%
and not exceeding 331 % of the stock held by principal
stockholders following proposed 7% -for-1 stock split up.
Underwriter—A. G. Becker & Co. Inc.

Houston Lighting & Power Co.

April 14, S. R. Bertron, President, estimated construction
expenditures for 1950 between $19,000,000 and $20,000,000.
This estimate may be raised to accommodate increased
power demands on the system. If this is the case, more
financing will be necessary, he added. This may be
done through additional common or preferred stock
financing.

Indiana Gas & Water Co.
July 5 it was reported that the company may issue $9,-
500,000 of refunding mortgage bonds. Probable bidders:
Halsey, Stuart & Co. Inc.; First Boston Corp.; Harriman
Ripley & Co., Inc. and Blyth & Co., Inc. (jointly); Kid-
der, Peabody & Co. Expected in August. -

lowa Southern Utilities Co.
April 26 company said to plan sale of first mortgage
bonds to finance part of its $3,200,000 construction pro-
gram for 1950. Probable underwriter: The First Boston
Corp.

Kaye-Halbert Corp., Culver City, Calif.
June 8, Harry Kaye, President, announced that “it is
possible from time to time that additional financing
might be undertaken to facilitate the further growth and
development of the business.” Office—3555 Hayden Ave.,
Culver City, Calif.

La Crosse Telephone Co. :
June 6, company announced that it has advised the Wis-
consin P, S. Commission that it expects to sell $1,000,000
of long-term bonds and not less than $600,000 additional
common stock. Proceeds will be used to repay $1,300,000
bank loans, due in September, 1951, and the remaining
$300,000 will go to Central Telephone Co., parent, to re-
pay temporary advances for construction. Probable un-
derwriter: Paine, Webber Jackson & Curtis.

Long Island Lighting Co.
May 18 it-was reported company’s construction program
in 1950 will cost $20,000,000 which is.currently being
financed by up to $12,000,000 bank loans pending per-
manent financing which may be done following effec-
tiveness of consolidation plan. Probable i¥dders for any
new securities include Smith, Barney & Co.

Lorillard (P.) Co.
April 4, Herbert A. Kent, President, said: “It may be
necessary to do some financing” before Aug. 1, 1951 to

redeem $6,195,450 of 5% bonds due on that date and -

for additional working capital to meet expanded sales
volume, He added that company plans to pay off its
bank loans in full by July, 1950. These loans now amount
to $12,000,000. Traditional underwriters: Lehman Bros.
and Smith, Barney & Co.

Macy (R. H.) & Co. g
May 8 it was reported that company is considering issu-
ance. of $10,000,000 of new securities, -either debentures
or preferred stock. Traditional underwriters — Lehman
Brothers; Goldman, Sachs & Co. '
® Maine Central RR. (8/16)

July 10, company applied to ICC for authority to issue .

$5,600,000 of equipment trust certificates. Probable bid-
ders: Halsey, Stuart & Co. Inc.; Harriman Ripley: & Co.
and Lehman Brothers (jointly); Salomon Bros. & Hutz-
ler,

Market Basket, Los Angeles, Calif.

May 25 company announced it plans sale of 4,452 shares
of authorized but unissued, preferred stock, series C,
(par $15) and an additional 30,000 shares of preferred
stock, (par $15) to be authorized. Further -details not
available,

Michigan Bumper Corp., Grand Rapids, Mich.
July 5 it was announced stockholders will vote July 20
on increasing authorized common stock (par $1) from
250,000 shares to 500,000 shares, with holders of present
outstanding stock to have no preemptive rights.

Michigan Consolidated Gas Co.

June 29 FPC granted temporary authorization for the
construction of additional facilities costing $15,346,500.

_ Probable bidders for new debt financing: Halsey, Stuart

& Co. Inc.; White, Weld & Co. and Lehman Brothers

(jointly); Smith, Barney & Co. Expected later this year.
Michigan-Wisconsin Pipe Line Co.

June 29 FPC granted temporary authorization for the

construction of additional facilities costing an estimated

$22,732,200. Bonds or debentures may be issued later

this year. Previous debt financing placed privately.

Milwaukee Gas Light Co.
June 21 it was announced that the company’s permanent
financing program, expected to be consummated prior
to October, 1950, will involve refinancing of $13,334,000
of first mortgage 4% % bonds due 1967, $2,000,000 of 7%
preferred stock and bank loans (about $8,500,000) through
the issuance of new senior securities and common stock
(American Natural Gas Co. now owns 97.7% of presently
outstanding common stock). Probable bidders for bonds:
Halsey, Stuart & Co. Inc.; Glore, Forgan & Co,, and Leh-
man Brothers (jointly); Kidder, Peabody & Co.; Harri-
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man Ripley & Co.; Smith, Barney & Co., Kuhn, Loeb .84
Co. and Blyth & Co., Inc. (jointly). :

Mountain Fuel Supply Co. of Utah
June 6 company announced plans to create a new firm.
to take over its exploration and development of natural
gas and oil operations. It will be financed, in part,
through public sale by the new unit of 1,000,000 shares of
capital stock (par $8). Financing plan submitted by First
Boston Corp. Expected this Fall.

Mountain States Power Co.
May 17 the stockholders voted to increase the author- -
ized preferred stock (par $50) from 75,000 to 150,000
shares. There ‘are presently outstanding 72,993 shares
]I;robable underwriter: Merrill Lynch, Pierce, Fenner &
eane.

New England Power Co.

April 24 it was estimated that about $37,000,000 nev;
financing will be required to pay construction costo
estimated at $40,000,000 for 1950 to 1952, Present plana
are to issue in late summer or early fall $10,000,000
bonds and 50,000 shares of preferred stock. Probable
bidders; (1) For bonds—Halsey, Stuart & Co., Inec.;
(2) for bonds and preferred: Harriman Ripley & Co.
Inc.; Lehman Brothers; Kidder, Peabody & Co.; First
Boston Corp.; Merrill Lynch, Pierce, Fenner & Beane;
(3) for preferred:—W. C. Langley & Co.

New England Public Service Co. :
April 7 SEC authorized company to file an application to
sell 200,000 shares of Public Service Co. of New Hamp-
shire common stock or a sufficient number of shares ‘e
Central Maine Power Co. common stock (about 225,000
shares) to raise approximately the same amount 'of
money. Probable bidders: Blyth & Co., Inc. and Kidder,
Deabody & Co. (jointly); Coffin & Burr, Inc.; First Bos—
ton Corp.; Harriman Ripley & Co. Inc. and Goldman,
Sachs & Co, (jointly). The proceeds will be used to pay
bank loans. .

® New Hampshire Electric Co. )

July 18 company informed SEC it plans to issue and
sell at competitive bidding $3,600,000 of first mortgage
sinking fund bonds, series A, due 1975. Probable bid-
ders: Halsey, Stuart & Co. Inc.; The First Boston Corp.
Froceeds—To retire (a) $1,880,000 first mortgage bonds,
series A and B due 1963, and '(b) $1,250,000 of bank
loans due Dec. 31, 1952; and the balance for construction
purposes.

New York State Electric & Gas Corp.

May 24 it was reported company expects to sell $14,~
000,000 of bonds and $6,000,000 of new preferred stock
in June, 1951, with an additional $10,000,000 of new
secur_ities to be sold  in 1952, -the proceeds:to be used to
pay, in partz cost of new construction estimated to total
$55,800,000 in the next three years. Probable biddera
for bonds and preferred: Blyth & Co., Inc., and Smith,
Barney & Co. (jointly); First Boston Corp. and Glore,
Forgan & Co. (jointly); Harriman Ripley & Co. Inc.
;’robable bidders for bonds only: Halsey, Stuart & Co.
ne.

Niagara Mohawk Power Corp.. f
Jan. 19 annaunced that construction program will neces—
sitate in 1950 not more than $25,000,000 of additional deb8
or equity financing, including short-term bank loans.
Probable bidders for bonds: Halsey, Stuart & 'Co. Ine.s
Morgan Stanley & Co.; The First Boston Corp.; Kuhm,

Loeb & Co.

Pacific Northwest Pipeline Corp.- - .. - -
ane 30 company. sought FPC authority te build a'2,l'§5
mile pipeline system—from southern Texas to .Washing=
ton—at a cost of $174,186,602. Negotiations' for major
financing requirements are now in process of béing
completed, s wos

Pacific Power & Light Co. it
April 13, Paul McKee, President, disclosed that a group
of 16 purchasers who acquired company’s 500,000 shares
of common stock from American Power & Light Co. on
Feb. 6, last, have informed him of their intention te
make a public distribution of these shares at earliesg
practical date, which may be shortly after Aug. 6.- A. C.
Allyn & Co., Inc. and Bear, Stearns & Co. headed thig
group. The 500,000 shares of common stock are being
split-up on a 3'-for-1 basis, all or part of which wilk
be publicly offered. Company  also expects to raise
$3,000,000 in new money later this year and a similar
amount in 1951. Registration of new 1,750,000 soon ex~-
pected. )

© Pemnsylvania RR. . :
July 12 company reported. planning issuance and sale
early in September of $10,005,000 additional equipment
trust certificates, series Z, to inature annually April 1,
1951 to April 1, 1965. Probable bidders: Halsey, Stuart
& Co. Inc.; Harriman Ripley & Co., Inc. and Lehman
Brothers (jointly); Salomon Bros. & Hutzler.

Philadelphia Electric Co. i

May 5 it was said that there will be additional finaneing
later this year, with probably some common stock to be

underwritten by Drexel & Co, Bond financing would
be competitive, and preferred stock would be  either
negotiated or competitive, ' ’

Plantation Pipe Line Co. '
July 6, it was reported that this company, an affiliate
of Standard Oil Co. (New Jersey), is contemplating
financing of about $50,000,000, probably privately. If
publicly offered underwriter may be Morgan Stanley &
Co. Proceeds to be used to build new pipé line, with
construction to begin early next year and completion

#

‘scheduled for early 1952,

Continued on page 34
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Continued from page 33

Public Service Electric & Gas Co.

April 17 stockholders app uved the 1ssuance of $80,-
000,000 new bonds for the purpose of refunding $50,000,~
000 3% % bonds due 1965 +10,000,000 3% % bonds due
1968; $15,000,000 3% bonus due: 1970 and $15,000,000
bonds due 1972. Probable bidders. Halsey, Stuart & Co,
Inc.; Morgan, Stanley & Cu 4nd Drexel & Co, (jointly);
Kuhn, Loeb & Co. and Leh- an Brothers (jointly); First
Boston Corp.

Reynolds Metals Co.
June 7‘ycompany announced stockholders will vote Aug. 9
on increasing authorized common stock. from 1,500,000
shares to 2,500,000 shares. The increase is being sought
to make additional shares available for any future need.
Probable underwriter: Reynolds & Co.

® St. Louis-San Francisco Ry. (8/2) .

Bids. will be received by t"e company, at Suite 1524-8,
120 Broadway, New York, N. Y.. at or before noon (ED_T)
on Aug. 2 for the purchase from it of $3,70§,000 equip-
ment trust certifjcates, series G, to mature in 15 equal
annual instalments. Probable bidders: Halsey, Stuart &
Co. Inc.; Harriman Ripley & Co., Inc. and Lehman
Brothers (jointly); Salomon Bros. & Hutzler; Harris,
Hall & Co. (Inc.).

San Diego Gas & Electric Co. .
July 3 it was reported that company may issue: late in
September or early October between $8,000,000 and
$10,000,000 of bonds. Probable bidders: Halsey, Stuart
& Co. Inc.; Blyth. & Co., Inc.; White, Weld & Co. and
Shields & Co. (jointly): First Boston Corp.; Union Se-
curities Corp.; Merrill Lynch, Pierce, Fenner & Beane;
Lehman Brothers and Bear, Stearns & Co. (jointly);
Salomon Bros. & Hutzler,

Schering Corp. ,

May 4, it was announced that the company’s entire com-
mon stock issue (440,000 shares) was expected to be
registered with the SEC in the near future and offered
for sale to the highest bidder by the Office of Alien
Property. Probable bidders: A. G. Becker & Co. (Inc.),
Union Securities Corp. and Ladenburg, Thalmann & Co.
(jointly); Merrill Lynch, Pierce, Fenner & Beane; Kid-
der, Peabody & Co.; F. Eberstadt & Co.; Allen & Co.;
new company to be formeu by United States & Inter-
national Securities Corp.; Dillon, Read & Co.; F. S, Mose-
ley & Co.; Riter & Co.

Seaboard Finance Co.

June 3 it was reported that company in August is ex-
pected to register with the SEC additional shares of its
stock. May be offered through dealer-manager group
probably. headed by First Boston Corp.

Sierra Pacific Power Co. v g
June 2 company announced 1t plans to finance and per-
manently refund $2.200.000. of bank loans by the sale of
debentures. and common stock prior to Oct, 31, 1950.
Probable bidders for bonds Halsey, Stuart & Co, lnc.;
Stone & Webster Securities Corp.

South Carolina Electric & Gas Co.

May 11 it was announced company- plans to spend in
the next four years $34,000,000, of which $11,600,000 will
be spent in 1950. It is estimated that $6,000,000 of new
money 'will be required in this year, to be raised by
the sale of $3,000,000 of bonds and 60,000 shares of pre-
ferred stock (par $50). Probable bidders include Lehman
Brothers.

The Commercial and Financial Chronicle . , . Thursday, July 20, 1950

South Jersey Gas Co.
June 15 United Corp. proposed, under its amended plan
filed with SEC, to sell its holdings of 154,231.8 shares- of
South Jersey Gas Co. common stock as to which an
exemption from competitive bidding is requested.

Southern California Edison Co.
March 3 it' was reported-that company expects to issue
this summer $55,000,0000 of bonds.. Probable bidders:
The First. Boston Corp. and Harris; Hall & Co. (Inc.)
(jointly); Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.;
Shields & Co. Proceeds would be used to refund $30,-
000,000 3% % bonds and for construction costs.

Southern Natural Gas Co. - =
June 21 SEC approved temporary bank. borrowings of
up to $20,000,000 to mature July 1,.195I"the proceeds tos-
be used for construction program, estimated at $32,520,-%
000 for 1950-1951. Permanent financing' is' expected to ..

=<

Utah Natural Gas Co.
June~5 it was announced company plans to build a 325-
mile 22-inch pipe line in Utah to cost approximately
$25,000,000. Hearings will be held before the Utah
P. 5. Commission in August or September, after a study
of the project.

® Utah Power & Light Co. (9/12) (10/9) ’
July 15 it was reported that régistration is expected
about Aug. 2 of $8,000,000 of additional first mortgage
bonds to be sold through competitive bidding, and
166,604 additional common shares to be offered to pres-
ent shareholders.in ratio of one new share for each
eight shares held, Proceeds from the bond and stack
sales will be used to repay short-term loans in connec-
tion with the company’s construction program, and for
carrying forward  the .expansion program- into :1951. |
Probable bidders for bonds: Halsey, Stuart & Co. Inc.;
Lehman Brothers and Bear, Stearns & Co. (jointly);

involve the issuance and sale of at least:$10,000,000  of — Union Securities Corp. and Smith, Barney & Co. (joint-

first mortgage bonds, with respect'to which a.declaration ,;
is expected to be filed prior to Nov. 1, 1950, to be fol-
lowed by additional financing early in 1951, involving
the sale- of at least $5,000,000- additional common stock
which will be offered to stockholders under- preemptive
rights, Probable bidders for bonds: Halsey, Stuart & Co.
Inc.; Blyth & Co. and Kidder, Peabody & Co. (jointly);
First Boston Corp. ’

i

Southern Utah Power Co. - - .-
June 8 SEC authorized trustee of Washington Gas &
Electric Co. to undertake negotiations with “all interested
parties” for the sale of its commorf stock-interest (62,910
shares) in Southern Utah Power Co. for not less than a
$550,000 base price, plus adjustments,

® Suburban Gas Service, Inc.

July 15 company reported planning registration of about
6,900 shares of preferred stock (par $25), convertible
into common stock on a 1-for-5 basis, and: a’like amount
of shares of common stock. Price—Preferred, $20 per.
share; common, $4 per share. Underwriter—Wagen-
seller & Durst, Inc., Los Angeles, Calif.

Tampa Electric Co. i
April 25 it was announced company plans to raise
$4,700,000 in new money through sale of additional
securities, the proceeds to finance in - part 1950 con-
struction expenditures,

Tennessee Gas Transmission Co.
Jan. 25 Gardiner Symonds, President, anniounced that
“some bonds will be sold late this summer at competi-
tive bidding, but the amount has not yet been decided.”

-+Banking circles speculated that a-$40,000,000 bond sale

would be forthcoming. Probable bidders:-Halsey, Stuart
& Co. Inc.; Stone & Webster Securities Corp. and White,
Weld & Co. (jointly); Kuhn, Loeb & Co..and A. C. Allyn
& Co. (jointly). The proceeds would be used in part
to pay for construction.

Tide Water Power Co.
May 4 stockholders have approved an increase in the
authorized common stock to 1,000,000 shares from 500,000
shares. It was understood that 125,000 ‘shares may be
sold. Traditional underwriters: Union Securities Corp.;
W. C. Langley & Co. ‘ W 33

o

-1y); First Boston Corp. and Blyth & Co.. Inc.; Harriman
tRipley & Co., Inc.; Kidder, Peabody & Co.;. White, Weld

‘& Co.; Salomon Bros. & Hutzler. Probable bidders ior
common: -Blyth & Co., Inc.; Union: Securities Corp. and"
Smith, Barney & Co. (jointly); Lehman Brothers;-W.-C.
LCangley & Ca. and Glore, Forgan & Co. (jointly); Kid-
der,- Peabody ‘& Co. and Merrill Lynch, Pierce, Fenner
&’é“eane (joinily). - Common stock expeeted about Sept.
12 and bonds.about Oct. 9. X

i . i
“Valley Gas Pipe Line Co., Inc., Houston, Tex.
June 27 company sought FPC authorization to construct
a ‘$144,500,000-pipeline project to carry natural gas from
the Gulf Coast and off-shore fields in Louisiana and
Texas to markets in Indiana, Ohio and Michigan. Com-~
pany’ is now in process of-completing negotiations for

its major financing requirements.

Virginia Electric & Power Co. :
June 20 it was announced company expects to offer
through competitive bidding not' exceeding $20,000,000
of first and refunding mortgage bonds. Probable bid-
ders:"Halsey, Stuart & Co. Inc.; Union Securities Corp.;
Kuhn,, Loeb & Co.; White, Weld & Co.; Stone & Web-
ster Securities Corp.; Salomon Bros. & Hutzler, Pro-
ceeds will be used to finance construction program. Ex-
pected. this Fall.

Warner (William R.) & Co., Inc.

June-12 Elmer H. Bobst, President, announced that cor-
poration proposes recapitalization and change in name
to Warner-Hudnut, Inc.; also to file a registration state-
ment ‘with the SEC covering the sale of approximately
325,000 shares of new common stock (par $1) to the pub-
lic through a nation-wide group of underwriters headed
by F. Eberstadt & Co., Inc.

Western Pacific RR. Co.
June 14 it was repcrted company plans issuance and sale
of about $20,000,000 bonds. Probable bidders: Halsey,
Stuart & Co. Inc.; Lehman Brothers and Bear, Stearns, &
Co. (jointly); Merrill Lynch, Pierce, Fenner & Beane.

Worcester County Electric Co. v
April 25 company reported planning issuance of $10,-
000,800 first mortgage bonds. Probable bidders: Halsey,
Stuart & Co. Inc.; Harriman Ripley & Co., Inc.; Lehman
Brothers; Kidder, Peabody & Co.; First Boston Corp.;
Merrill, Lynch, Pierce, Fenner & Beane.
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Continued from page 4

Analysis of Devaluations and Exchange Rates

came, in both cases, from an alter-
ation in the exchange value -of
sterling: Although a considerable
number of depreciations and other
modifications in foreign exchange
rates had occurred in the inter-
war period and again in tne years
after the Second World War, it
was not until sterling was affected
that a: stream of currency changes
was released, About 36% .of all
international trade is still financed:
in sterling. In itself this sen itive-
ness: to changes in the value of
sterling may be taken as proof of
the centra] position that the Brit-
ish currency has held ia the build-
ing-up and working of the gold-
standard: system, which, despite
all modifications: in gold-inarket
practices, etc., has not been really
superseded as far as its' main in-
stitutions and methods of finane-
ing. are- concerned. Gold is being
accepted. in exchange for national
currencies, and, indeed, is much
sought after by the many coun-
tries which have to replenish their
monetary reserves.

There are of course, also points
of difference between tae circum-
stances which led up to the de-
valuations in 1931 and 1949, re-
spectively. In the earlier case,
prices of wheat and other cereals
bad already begun to fail in 1927

during the latter half of 1929; thus
the decline in prices had been go-
ing on for two years or more
before: the wholesale currency
changes took place in the autumn
of 1931, Nearly 13 years had passed
since’ the end of the war: there
had been time for reserves to be
reconstituted; international lend-
ing’ was still continuing at a sur-
prisingly high rate in 1930; and it
was only upon the combined ap-
pearance of a number of adverse
factors' (a seemingly unrestrain-
able fall in prices and an acute
financial crisis: leading to large-
scale withdrawals of funds) that
the devaluations became unavoid-
able. In 1949, on the other hand,
.the price fall (chiefly affecting
primary products) was of rela-
tively short duration, and the re-
cession in the United States had
been practically overcome when
the devaluations set in. On the
second occasion there was clearly
less power of resistance; the Sec-
ond World War had meant a fur-
ther weakening for the countries
concerned and, in addition, there
was perhaps a somewhat greater
readiness' to accept, without un-
due delay, a change which may
have appeared inevitable in the
long run and which; in many
quarters, had already been ex-

and other products followed suit pected for some time.
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It is interesting to note, in retro-
spect, that the opening months of
1949 were characterized by quite
a remarkable mood of optimism.
If one looks at the graph of quota-
tions for bank-notes on the Swiss
market one finds in the first four
months of 1949 a general rediic-
tion in the disparity between these
quotations and the official rates
of exchange. In the “Economic
Survey for 1949” (published in
March, 1949) the British Govern-
ment itself had noted “the sig-
nificant change which has taken
place in the position of sterling in
the world’s financial cénters.” And
in several countries on the con-
ltinent of Europe (including, inter
alia, France and Italy) the bene-
ficial results of more orderly State
finances and a more effective

credit policy could be seen in the:

attainment of a stronger exchange-
position, as reflected. . in slowly
mounting monetary reserves. to-

gether with repayments of clear-~

ing balances and other exchange

liabilities in relation to other’

countries. Thete were compara-

tively few currency changes in

this period: Finland made a re-

adjustment in its foreign exchange

rates on July-4, 1949, the previous
postwar alterations of the Finnish
mark having been those of May.
July and Ocfober, 1945. i

But there were signs that the
monetary position was: not s
firmly established as it might

seem. The recession in the United

States, coinciding with -the more

general transitioh” from a sellers’
to a buyers! market, had several
important consequences which
were among the factors respon-
sible for the dévaluations. Most
of these factors have been men-
tioned earlief Tn' this report; here
they are-only briefly indicated for
a completioni*of the picture:

(1) When the market turned
in favor’of the buyer and prices
began td%fall—mo‘st sharply in the
case of.primary products but not
exclugiVely in#nthat field — any
weakness which a particular coun-
try had developed as a result of
highprices, and which might have
beeri passed off jn the buoyancy
of the boom, wa§-then suddenly
revealed. And the’ trouble might
not be limited to ready-made arti-
cles: it might also happen that,
for instance, higher prices charged

~for materials woyld tend to. keep
£0sts of productjon dangerously

high in comparispn with costs in

‘competing countries.

(2) The reduction in purchases

~abroad by . manufacturers in the
United States, who were drawing

on stocks already:accumulated, hit

.more especially the suppliers of
bprimary produéts>and, since many

of these produets came from the
sterling area, thére were reper-

" cussions on.the-monetary reserves

in London *which acted as banker
for the varions:members of the
sterling area...., .

(3)- As’it became known that

.difficulties ‘were arising in regard

to. sterling .and-rutnors of a com-

ing. devaluation began to-spread,
foreign importers of sterling goods
delayed their orders and pay-
ments, while sterling-area. im-
porters tried to speed up pur-
chases and payments as much as
they could.” .

(4) The quotations for British
bank-notes on the Swiss market
declined in April and the follow-
ing months. There was also a
weakening of the rates quoted in
various ‘markets. for “transferable
sterling,” which in the summer of
1949 varied between $2.80 and
$3.20 (according to the country
which held the sterling in.ques-
tion) and gave rise to arbitrage
operations attracting much atten-
tion.

(5) Account has further to be
taken of the heavy expenditure
for consumption and investment
in many sterling-area countries
other than the United Kingdom,
the total expenditure clearly ex-
ceeding the available resources of
domestic origin and, therefore,
causing a current deficit in the
balance of payments. In several
sterling-area countries this high
rate of expenditure was sustained
by drawing on sterling balances
and also by capital movements
from the United Kingdem. .

In one way or another, the
strain to which the various ster-
ling-area countries were subjected
affected the central montary re-
serves in London. In the course
of the summer of 1949 a numker
of emergency measures were
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hdopted.. A temporary stop was
but to United Kingdom purchases
rom the dollar area, except in
ertain special cases. A meeting
pf Commonwealth Finance Min-
sters was held in London in July,
he United Kingdom announcing
its ‘intention to reduce imports
rom the dollar area to 75% ‘of
heir 1948 level. The Finance
inisters of all Commonwealth
embers of the sterling area (ex-
ept ‘South Africa) agreed to rec-
ommend - their governments to
take action comparable in its ef-
fect to that decided upon by the
nited Kingdom.

Even before these measures
ould take effect, a certain im-
provement was noticeable as a
onsequence of the upturn of in-
dustrial activity in the United
States in the.summer. But the
dollar drain was still considerable
land on the eve of the devalua-
ion the monetary resérves of the

nited Kingdom, which are at the
same time the central reserves
of the whole sterling area, were

own to $1,340 million, being then
only half as large as at the end
of 1946, i.e, just before the effects
of the 1947 crisis had begun to
make themselves felt.

Attention has been concentrated
on the, sterling position, largely
because the connection between
raw-material-producing countries
in the sterling area and the cen-
tral reserves in London was of
fundamental importance for the
turn taken by events. Other coun-
ries were, of course, also affected,
but not always in the same way.
Among thé Scandinavian coun-
tries, Norway and Sweden experi-
enced a decline in reserves, while
up to the time of the devaluation
the foreign exchange position of
Denmark had rather tended to
improve.

The Netherlands experienced
certain difficulties in regard to its
dollar payments but was other-
wise able to improve its exchange
position, while France and Italy
also managed to add to their gold
and, dollar reserves, benefiting by
increaseq financial stability at
home and by lower prices as re-
gards their imports: of primary
products, But- these countries,
too, felt the strain of a change in
the world conjuncture; their own
exporters had to contend with de-

clining ‘prices and keener compe--

tition on foreign markets..

The centre' of discussions and
negotiations moved to Washing-
ton, where the annual meetings
of the International Monetary
Fund and the International Bank
for 'Reconstruction and Develop-
ment began on Dec. 13, 1949; but

before.that date delegations from"

Cariada, the United Kingdom and
the United States, headed by their
réspective Finance Ministers, were
alréady discussing the financial
and economic situation, and at the
end of their deliberations they is-
sued a ,communique dated Sept.
12. '1949.

It was particularly emphasized
in the communique that the ster-
ling area would have to increase
its dollar earnings so as to pay its
way by 1952, and that “this would
require in the sterling area the m
creation of appropriate incen-
tives to eXp,orters to the dollar
area and a vigorous attack upon
costs -of preduction to enhance ihe
competitive position of sterling-
area products.” On the other hand,
“the creditor -countries undertook
to facilitate, to the greatest extent
feasible,; an expansion of dollar
earhings by debtor countrxes in-
cludmg the sterling area.” Wlth
a view to the performance of these
tasks special attention was to be
paid to a ten-point program in-
volving the following main deci-
sions:

(1) The problem of overseas in-
vestments will be reviewed by the
U. 8. President’s Committee for
Financing Foreign Trade, in co-
operation - with corresponding
groups of British and Canadian fi-
nancial representatives, this team
of experts addressing itself espe-
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cially to the solution of the prob-
lem of incentive and of providiag
a suitable envirotitnent for a high
level of private investment.

(2) As regards' commodity ar-
rangements and stockpiling, the
Canadian Government declared
itself prepared to“increase reserve
stocks of tin and rubber; for the
same purpose the United States
will review its stockpiling pro-
gram and will-meanwhile open

the way for increased sales of

natural rubber. *

(3) The Unitéd States recog-
nized the practical difficulties
arising out of the limitations on
items which may be financed un-
der present ECA procedures and
agreed that the United Kingdom
must finance with its share of
ECA funds “a wider range ot dol-
lar expenditures than has hitherto
been eligible, iboth within and

-outside of the United States.”

(4) The United-States and Can-
ada agreed to review customs
procedures, recognizing that ad-
ministrative rules and practices
may create obstagles both psycho-
logical and actual.

.(5) As to tariff policy, “il was
noted that high tariffs were clear-
1y inconsistent with the position
of creditor countries.”” The United

.States will continue the policy of

seeking “further negotiation of

trade agreements through which

additional reductions might be

made, within the framework of

AtA‘he Reciprocal Trade Agreements
C ”

(6) As regards llberahzatlon of

intra-European trade and_pay-
ments, it was the view of the U. S.
and Canadian delegations that
“the United Kingdom shortage of
dollars should not in itself force
the United Kingdom to reduce its
purchases from areas with which
it does not have a shortage of
means of payment.”

(7) The whole problem of ster-
ling balances “in its various
aspects, including the necessity to
provide capital goods for devélop-
ment, was discussed in a prehmx-
nary way on the basis of prior
technical examination by the ex-
perts of the three governments. It
was agreed that:this was one of
the subjects which concerned
other countries and would require
further study.”

(8) It was recognized by all’ par-
ties that the question of petro-
leum, whether it concerned pro-
duction or refining or geographical
distribution, should be studied
from the point of view of how it
afiected the dollar pOSlthH of the
United Kingdom.

(9) It was also agreed that fur-
ther study should be given to tne
question of shipping-—another im-
pertant element in the stérling-
area halance-of-payments pxct.ure

(10) In conclusion, it was pro-
posed that “the exammation of
questions on which it is hoped
that useful understanding can be
reached under the direction.-of
the present Ministerial group”
should be continued, in order “to
keep under review the effective-
ness of actions already agreed
upon and to prepare, for govern-

mental consideration, measures
which - could carry further those
adjusiments which are considered
to be mécessary”’—but without in
any way encroaching upon or de-
tracting from “the area of com-
petence of the OEEC and” other
existing organs. of international

“economic collaboration.™

The ten-point program is not,
of course, exhaustive as regards
monetary matters; while adjust-
ment of exchange rates, limitation
of excessive expenditure and the
pursuit of an adequate credit pol-
icy are prerequisites which de-
termine the general lines of fi-
nancial rehabilitation, the task of
restoring monetary balance could
be greatly facilitated by the adop-
tion of particular measures (such
as those speciﬁed in the com-
munique) in a number of differ-
ent fields, and 1trm1ght be greatly
hampered by their omission.

. The Commercial and:Financial Chronicle

Our
Reporter’s

Report

The new issue market appears
definitely to have settled into its
customary summer rut with an
added push from the influence of
current unsettling events and the
threat to world peace.

Investment bankers and market
observers do not see much chance:
of any important phase of revival
until the end of the summer pe-
riod. And then, it is suggested,
conditions prevailing at the time
will carry considerable weight in
shaping the decisions of corpora-
tions which are potential bor-
rOwWers,

For the present, at any rate,
there is only a modicum of in-
terest showing and this largely on
the part of institutional portfolio
buyers who have odds and ends
to dispose of or open positions to
fill in.

Insofar as new issues are con-
cerned, there is virtually nothing
ahead for the balance of this
month and August is normally the
bottom of the summer drought in
underwritings,

More to the point new issues,
chiefly equities, which had been
shaping for marketing at this
time, are being deferred pending
possible improvement in condi-
tions, and in some instances set
back indefinitely.

The reason is not difficult to
find. Big investors such as the
insurance: companies—the cuarrent
major outlet for new bonds and
other debt securities—are disposed
to do nothing more than “mark
time,”

And dealers report much the
same conditions prevail among
equity outlets, chiefly the invest-
ment trusts. Such institutions na-
turally prefer to be in cash in such
circumstances,

Unsold Issues Lag

The current lethargy has spread
out to affect unsold stocks on
dealers’ shelves as well as possible
new issues. Leftovers from earlier
marketmgs had shown signs of
moving out encouragingly until
war clouds darkened up the skies,

Now observers report that pro-
spective buyers for such issues
have indicated a disposition fo
step aside, Accordingly, there is
little or no real movement in that
direction at the moment,

That is in the corporate field.
In the municipal market, however,
with large new emissions in the
offing, dealers with sizable stocks
on the shelf have been inclined
to shave prices a bit and in this
manner have been able to move

out fair-sized blocks of lagging

issues.

MEETING NOTICE
Allied Chemical & Dye Corporation

61 Broadway; New York 6, N. Y.

Noncm OF SPECIAL MEETING
STOCKHOLDERS

To the Stackhnldem'
Pursuant to call by the Board of Dlrcctors.

- a special meeting of the stockholders of Allied

Chemical & Dye (,ortporatnon will be held at
the principal office of the Company, No. 61
Broadway, New York City, at 11:00 A.M.
(Eastern Daylight Time), on Monday, July
31, 1950, to consider and take action upon
recommendation of the Board of Directors
that the common stock of the Company out-
standm;f) in the -hands of the public be split
on the basis of four shares for one and that
the certificate of incorporation of the Com-
pany be amended for this and related pur-
poses; and to transact such other business as
may properly come hefore the meeting.
Stockholders of record as of the close of
business June 28, 1950, will be entitled to
vote at such meeting, The transfer books will

not be closed.
W. C.KING, Secretary
Dated, June 28, 1950.

Pipe Line Halves Issue
Texas-Illinois Natural Gas Pipe
Line Co. went through with its
interim financing, but halved the
total for public offering in the
proceéss.

The company had originally
planned to market a total of $12,-
000,000 of interim notes, due in
1952. But it finally decided to cut
the amount so offered to $6,000,000
with the difference being' taken
up by People’s Gas, Light & Coke
Co.

With two large insurance com-
panies, one in New England and
one in the Northwest, taking sub-
stantial ‘blocks, this offering ap-
peared assured of early closing.

Good Half Year
While everything points to a
lean five or six weeks ahead, with
the fall .outlook hinging on the
turn of events in the Far East,

DIVIGEND NOTICES

(279) 35

bankers have enjoyed an ex-
tremely active half year in the
six months just ended.

Corporate financing footed up
to better than $1.6 billion, of
which the public utility companies
accounted for some $1,120,000,000
and the railroads for $375,000,000,
with industrial companies con-
:ntl;utmg about $115,000,00 of the
otal

OIVIDEND NOTICES

TIDE WATER POWER
COMPANY
Dividend Notice
The Board of Directors has
declared a quarterly dividend
of 15¢ a share on the Common
Stock of the Company, payable
August 15, 1950, to holders of
record July 28, 1950.
WARREN W. BELL,
July 17, 1950. President.

‘The Colorado Fuel & Iron
Corporation
DIVIDEND ON PREFERRED STOCK
At a meeting of the Board of Directors
of the Colorado Fuel and Iron Corporation,
held on July 19, 1950, the regular dividend
in the amount of twenty-five cents per
share was declared on its preferred stock,
payable September 1, 1950 to stockholders
of record at close of business on August
11, 1950. y
D. C. McGREW, Secretary.

~ ALUMINIUM LIMITED

DIVIDEND
NOTICE

On July 11th, 1950, a quarterly divi-
dend of Seventy-five Cents per sharc
in Canadian currency was declared
on the no par value Shares of this
Company payable September 5th,
1950, toshareholders of record at thre
close of business August 11th, 1950,

J. A, DULLEA,
Secrefary

Montreal
July 11th, 1950

_

Burroughs

199th-CONSECUTIVE CASH
DIVIDEND
A dividend of twenty cents ($.20) a

ghare has been declared upon the
stock of BURROUGHS ADDING

MACHINE COMPANY, payable
September 9, 1950, to shareholders of
record at the close of business
August 11, 1950.

Detroit, Michigan, Sheldon F. Hall,
July 11, 1950 Secretary

MERCK & CO. Inc

RAHWAY, N. J.

Dividends of 37Y2¢
a share on the com-
mon stock, 87%¢ a
share on the $3 50
cumulative preferred stock and
$1.00 a shareon the $4.00
cumulative convertible second
preferred stock have been de-
clared, payable on October 2,
1950, to stockholders of record
at the close of business Sep-
tember 12, 1950.°
JouN H. GAGE,
Treasurer
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July 18,1950
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The Board '(_)f Directors of
Wentworth Manufacturing
*Company
has declared a dividend of
twelve and one-half cents
(12%c) per share on the out-
standing common stock of the
Company, payable on August
21, 1950, to stockholders of
record at the close of busi-

ness August 1, 1950.

Checks will be mailed.

JOHN E. McDERMOTT,
Secretary.

PACIFIC 4
'FINANCE CORPORATION
of California b

DIVIDEND NOTICE

On July 5, 1950, the Board
of Directors declared reg-
ular quarterly dividends of
$1.25 per share on the 5%
Series and the 5% Sinking
Fund Series Preferred
Stocks ($100 par value),

each payable August 1,

1950 to stockholders of
record July 15, 1950,

. B, C. REYNOLDS
" Secretary

INTER-CounTy TiTLE:

GUARANTY and MORTGAGE COMPANY

; L

DIVIDEND NOTICE
A regular dividend of 50c¢ a
share, plus an extra dividend
of 50c a share, has been de-
clared on the capital stock of .
this eompany, payable t.)"n
July 1st, 1950, to stockhold-

| ers of record June 15th, 1950.

THOMAS . QUINK
NTER PRESIDENT _
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Washington . . .

Behind-the-Scene Interpretations
from the Nation’s Capital

WASHINGTON, D. C.—Presi-
dent Truman has temporarily set-
{led on the proposal of boosting
U. S. military spending by $10
‘billion and spending to aid for-
eign military services by an un-
known additional amount as his
present reaction to the reverses
{he U. S. is suffering in Korea.

Just what specifically the Presi-
dent will favor in the way of
allocation of materials control
legislation, whether voluntary or
compulsory, restrictive or expan-
sive, was vague. It remains to
be worked out in legislative pro-
posals, the draft of which may
come at any time.

Likewise, the President vaguely
galks about higher and “balanced”
taxation, but indicated he will not
make public his and the Treas-
_ury’s proposals to spell out these

' _‘” broad ideas for perhaps a few

days.

The President talked of cutting
back civilian activities of govern-
ment, but his first specific order
on that question leaves doubts
1hat it will cause even a hesitation
in the present building boom.

. " % #

(President Truman’s “dampen-
ing down” on the housing boom
was mild indeed. In a very rough
‘wway, it “cut back” the ratio of
WHA insurance to about what it
was two or three years ago and,
being effective only on new com-
snitments to insure or of VA to
puarantee, runs no risk of dis-
couraging any-substantial volume
of home building for the balance
of the 1950 construction season.
“The “limitation” of public hous-
ing to 30,000 starts is about all
fhat could be achieved anyway in
£he last six months of 1950, at the
start of a new program, although
it does suggest a possible limita-
{ion on next year when volume
snight otherwise increase.)

Despite the President’s recom-
snendations, officials, of course,
are confused and befuddled be-
wond the imagination of laymen,
*They have, on matter of policy,
snoved to the peak of one hill and
€o its very valley in scarcely 24

L« hours’ time,

Thus, the draft was not in pros-
pect, then it was ordered. The
fax bill was to be allowed to pass,
ghen shortly the decision was
snade privately to let it die but
o avoid letting this be known

officially for fear of disturbing-

" §he peace. Then in a few days’
time, in another turnabout, it was
decided to tell the whole world
that the tax bill was dead. (Last
week’s column was written before
this last decision was announced,
after press time.)

# # *

The  fundamentals of the Ad-
ministration’s confusion are seen
here by detached observers about
as follows:

Mr. Truman wanted to have his
epochally-extravagant “Fair Deal”
and at the same time to be the
man who moved his government
o stop the greatest potential bar-
barian conquest in the recorded
history of man. Many “cantanker-
wous” conservatives declared that
these two over-reaching objec-
tives were mutually exclusive in
that either one cost so much that
it made the other impossible, if
indeed either of them singly was
achievable.

Being human and wanting both
_things very much, Mr. Truman

; «* gpould not.admit that his objec-

tives were beyond reach. More-
over, being a politician and want-
ing to be re-elected, he could not
take the risk of developmg a mili-
tary or semi-military state for the

And You

sake of stopping Communist ag-
gression. At the same time poli-
tics would bar him from stripping
U. S. defenses to little or nothing.

Under the circumstances, the
President found himself a couple
of guys who solemnly reassured
him he could have both. If these
had not been General Bradley and
Secretary Johnson, they would
have been any Joe Zilch or Mike
Brown. Mr. Johnson loved to say,
in effect, that if the enemy struck
at 4 o’clock, the U. S. would be
ready to hit ’em back at 5 ¢’clock.
General Bradley was satisfied that
the nation’s defenses were ade-
quate “considering the needs of
the economy,” by which he might
have said the politics of the Tru-
man Administration,

These two individuals could not
have held their jobs if they had
told Mr. Truman the facts about
the utter unpreparedness of the
U. S. to meet a little war in Korea.
Hence this particular reporter is
satisfied, and officials in their re-
actions seem to bear it out, that
difficult as it is to believe, the
White House and the civilian side

of the Administration were utterly .

without knowledge of what a mess
they got into when Mr. Truman
impetuously ordered reswtance to
the North Koreans.

* Had the hired brass let on rlght’

away that it was an almost im-
possible job to .stop the Koreans
for a long time—if ever—short of
a re-invasion after a rout—these
guys would have been fired, and
they, too, liked their official posi-
tions. They had taken over and

outspoken Navy men and, to a’

lesser extent, Army men and air-
men, had been sent to the military
“Siberia” for daring to be publicly
skeptical that = the advertised
miracle of military efficiency had
not taken place under “unifica-
tion.”

It is a cinch that the civilian
side of the Administration did not
know for some time the precari-
ous outlook for the cops in the
cops and robbers game in Korea.

Meanwhile, they have had to find’

out that the little gadget of “stra-
tegic bombing” was only relatively
more useful in stopping the
Korean Reds than a Presidential
fireside chat, and that the U. S.
was without a small striking force
anywhere, without much tactical
bombing power, and witheut a
fleet in being capable even of
preventing North Korean landings
behind -the lines in South Korea.
So now the Administration is
confronted with two. possibilities
that are the cruelest that require
decisions from politicians. The
first is that there is very grave
danger that U. S. forces will be
forced out of South Korea—al-
though each day: somebody in a
uniform says this won’t happen.
This might be a disaster to the
U. S. position, but it could very
well be as well a major disaster
to the Truman Administration, If
U. S. forces cannot retain and ex-
pand a foothold on Korea before
November, this defeat., on top of
all that has gone before, could
very well lead to the election of
a Republican Congress in Novem-
ber, for an amphibious landing to
regain the U. S. position on that
peninsula could .aot be mounted,
short of another defeat, for
months. Members of the Truman

Administration, nn less than poli-
ticians of any party in any coun-
try at any time, -~e satisfied that
they are superior managers, and
are in a panic for fear this upset
would happen and threaten them

The Commercial and Financial Chronicle , ,

BUSINESS BUZZ

‘“Wake up, Mr. Van Potmore, it’s time for you to swivel
around and face the sun!

with the loss of control of Con-
gress.

The other great problem con-
fronting the Truman Administra-
tion is whether to reorganize the
country for all-out war. There are,
of course, far-reaching military
and diplomatic considerations in-
volved. The political considera-
tions will weigh as heavily, Will
the country re-elect a majority of
Democrats if the Truman Admin-
istration, after a grave defeat or
near-defeat, asks to mobilize? Will
the Congress actually go along?

So the Truman Administration,
worried as it is about the prog-
ress of the war, is worried about

.its tenure, and it may have a solid

basis for worrying. Hence the
outlook is for the Administration
to figuratively stand on its head
and do handsprings for some con-
siderable time to come.

# * *

There took place before a Sen-
ate Banking subcommittee last
week one of the most unprece-
dented affairs that has occurred
in a generation of Congresses.

Officials of the Housing agen-
cies and representatives of the
American Bankers Association,
the Mortgage Bankers Associa-
tion, and investment firms, par-
ticipated in a genuine “round
table” discussion of the Adminis-
tration’s “secondary mortgage”
bill to (1) tighten up the Federal
National Mortgage Association’s
operations, and (2) to create a
system of ‘/national mortgage
_ctorlporations" with private cap-
ital,

It was unprecedented because
none of the participants appeared
with a prepared statement, and
none of the “script” was prepared

in advance. It is impractical to
report their views short of a very
long article.

It was unprecedented because
almost all of the participants set
out to reach a meeting of minds
about the whole question of a
standby market for insured and
guaranteed markets, regardless of
their respective organizational
viewpoints,

It was unprecedented because
there was actually reached a vir-
tual agreement. Sen. John J.
Sparkman (D., Ala.), for in-
stance, an ardent advocate of the
4% GI loan limit, acknowledged
that indirectly there must be
some means to vary the yield, and
the industry men acknowledged
the sacrosanct political character
of the 4% rate as such.

On the other hand, this unusual
demonstration attracted only one
subcommittee member, Senator
Sparkman himself.

In the course of the discussion,
it was brought out by Frank M.
Morgan, Vice-President of the
Boston Five Cents Savings Bank,
that the Administration in draft-
ing the “secondary market” bill,
had inserted a provision which
would allow the Home Loan
banks to finance the proposed
“private” secondary mortgage
corporations with short-term
HLB funds, “suggesting that the
front of these corporations is pri-
vate, but their flesh and blood is
governmental.”

This was an apparent surprise
to Senator Sparkman, who al-
though a left-winger, did not
know it was in the bill.

This was another fruit of the
“round table.” It is frequent that
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the: Administratien: slips - jokers :
into. bills. It is infrequent that
witnesses not only catch them, but
bring them to light. publicly in
front of their authers, . -

(This column is intended to re-
flect the “behind the scene” inter~
pretation from the nation’s Capital
and may or may not coincide with
the “Chronicle’s” own views.)

Mortimer Burnside Co.
Formed in New York

Mortimer B. Burnside .& Co.,
Inc. has been formed with offices
at 1 Wal] Street, New York City,
to engage in the securities busi-
ness. Officers: are Mortimer B.
Burnside, President and Treas~
urer; Marie A. Amadeo, . Secre-
tary; and Nathan Harris, director.
Mr. Burnside was formerly with
J. A. Sisto & Co. and Frank W.
Bennett & Co,

James C. Cheatham Co.

TYLER, Tex.—James C. Chea-
tham has formed James C.
Cheatham & Co. with offices in
the Peoples National Bank Build-
ing to engage in the securities
business.

With Daniel Reeves Co.

(Special to Tre FINANCIAL CHRONICLE)

BEVERLY HILLS, Calif.— Je=
rome Goldsmith has become asso-
ciated with Daniel Reeves & Co.,
398 South Beverly Drive, mem-
bers of the New York and Los
Angeles Stock Exchanges. He was
formerly with Morgan & Co. and
Shearson Hammill & Co.

Waddell & Reed Add

(Speclal to Tae FINANCIAL CHRONICLE)

BEVERLY HILLS, Calif.—E. C.
Genereaux, Jr. has been added to
the sta‘f of Waddell & Reed, Inc.,
8943 Wilshire Boulevard.
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