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‘EDITORIAL a ' '
The }ate Senator Glass almost from the ﬁrst
repeatedly: complained - that the pohtlclans had
converted. the Federal Reserve System  into a
“‘door mat for the Treasury.” It was, presumably;,

as a result of general disapproval of this relation-
. ship that the Secretary of the Treasury and: the

Comptroller of the Currency were removed from -

what -used to be termed the ‘Federal Reserve
Board, but which now has the more: glorifying -
title “Board of Governors of the Federal Reserve
System.” But in such matters there is always
likely to be a vast difference ‘between form and
substance. 'With the departure of Treasury offi-
cials from the Board, the Treasury has not less
but more than ever dommated the so-called cen-
tral banking system of the country. Despite some
show - of independence last year, and notwith-
standing rather obvious lack of stomach for the
posmon into which it has been pushed  during
the past week or two, it is obvious that the Board

of Governors of the Federal Reserve System is :

in serious danger—to state the case very mildly
—of losing what little independence it has left.
. To the matriculate, the situation which has of
late burst into the limelight for the edification

of the general public has long been a familiar -

one. It has existed behind the scenes lo these
many years, and almost every time, if not indeed
always, the Treasury with. the support of -the
White House has had its way. What has taken
place is, therefore, at bottom not very different
from what has been occurring from time to time
for a decade or two, but there are certain aspects
of these events which are, so far as we can recall,
without precedent. They are, moreover, of more
than purely formal significance. It is a little like

Continued on page 30
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And Monetary Policy

By ‘WALTER.E, SPAHR*
- Professor of Economjes, New York Umver51ty

- Executive Vice-President,” Economists’ National
Committee on Monetary. Policy

Dr. Spab: strenes evils of our irredeemable currency sys- -
tem, along wrth government domination of central bank-
ing.. Scores pegging interest rates and recommends Con-
gress cut budget; make Federal Reserve independent;;

- repeal authority of F. R. Banks to buy government secur-

ities direct from Treasury. Urges Commission to study ex-
tent to which F. R. Banks should hold governments.

I
-~ Some Basic Considerations
It seems necessary to appraise the setting against which
the topics assigned for discussion are apparently being
viewed if we are to reach correct conclusions.
(1) Flrst of all, there is no mention of the fact, in the

topics for discussion, running from '

Jan. 24 to Feb. 2, incluswe that the
. people -of the United States are liv-
ing ‘with an' irredeemable currency.

There is no suggestion that such a :
currency is ‘harmful; or that it has:

contributed anythmg to the depre-
ciation of the dollar which, as of

‘Jan, 23, 1951, had a purchasmg power,
of only 42.8% against the index of"

average wholesale prices in 1939; or
that our dollar is selling abroad at a
discount in terms of gold.

The Economic Report of the Presi- .

dent Transmitted ‘to the Congress
Jan. 12, 1951 (House Doc. No. 30, 82
Cong., 1st Sess.), likewise contains
no mention of an irredeemable cur-
rency. There is no suggestion that it
might be important that we ask ourselves what we are
doing with an irredeemable currency, what it is doing

Continued on page 26

* A statement , by Dr. Spahr before the Joint Committee on the
Economic Report, Washington, D. C., Feb. 2, 1951

Walter E. Spahr

SECURITIES NOW IN REGISTRATION — Underwriters, dealers and investors, in cor-
porate securities are afforded a complete picture of issues now registered with the SEC
and potential undertakings in our ‘“Securities in Registration”. Section, starting on page 38.

A Pm ram of Sound Fiscal TheEconomic, rinancmana

Investment Implications
of Inflation

i ‘Byﬂ HOWARD F. VULTEE* . )
Vice-President, Marine. Midland Trust Co. of N. Y.

Contending:the real retardant or safety value of disas-
trous inflation in U. S., in contrast with other countries, is
our ‘great and -growing productive capacity; Mr. Vultee
points out-economic, moral and political effects of infla- -
tion. Sees threat to:investments, pensions, endowments
and  annuities; and destruction of : middle - classes as
great catastrophies resulting from inflation. Gives illus-
tration of inflation’s impact on investment,

This country has suddenly become acutely aware of
inflation quite in contrast to the indifference of a few
years ago when the inflation -was equally intense and
the seeds for future inflation ‘were  being carelessly sown

: - right and left. While inflations. are
an :inevitable “by-product of war, I
believe a better understanding of the
inflation in the United States is pos-
sible if it is viewed as part of the
cumulative price we must pay for
years of inflationary national policy,
greatly ‘accelerated and aggravated
- by the staggering costs and:.disloca-
* tions of World War II, and the cost
incident to 'the. present armament
effort. - This concept finds reflection
. in the words of a Chairman of the

Federal Reserve Board a few years

ago who said “war financing and

enormous ‘Federal deficits . . .” are

. the source of the present infla-

tion . . .;” “. . . we are suffering from

the consequences of an excessively

swollen money supply .and .., “we are caught ina
dangerous wage-price-| proflt credlt spiral. . ,

Inflation means many - different things to different

Continued on page 24

*An address by Mr. Vultee at the 16th Annual Economic Con-
ference, Rollins College, Winter Park, Fla., Feb, 1, 1951.

Hown;d F. Vultee
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Chlcago & St. Louis ' common
stock in this column last March,
the road has paid $34.50 on pre-
ferred arrears

last year.

Large cash

resources,

which had

reached

$31,000,000 by

Sept. 30, and

$5,065,500 pro-

ceeds - from

the recent

sale of 33,770

shares of com-

mon stock to
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stockholders
at $150 a
share,” have "
enabled the
company  to
announce full payment of $45
preferred arrears on March 5.
With resumptlon of common
dividends in sight, stockholders
will vote at an early meeting
(March 29) to split the small
common stock issue 5-for-1 and to
give both preferred and common
stockholders voting rights.

W. Everit Burnet

Tre Commercial and Financial Chronicle .+ ;+

The Security I Like Best

A continuous forum in which, each week, a different group of experts
in the investment and advisory field from all sections of the country
participate and give their reasons for favoring a particular security.

(The articles contained in this forum are not intended to be, nor
are they to be regarded, as an offer to sell the securities discussed.)

Inclusion of operations of
Wheeling and Lake Erie, in which
“Nickel .Plate” holds.-over 80%
control, pushed earnings for 1950
to $55.88 per common share,

The rearmament program has
quicrened industrial activity and
has led to reactivation of a num-
ber of war industries in the terri-
tory served. A substantial part of

This Week’s
Forum Participants and
Their Selections

New York, Chicago and St. Louis
Common Stock—W. Everit Bur-
net, Senior Partner, W. E. Bur-
net & Co., New York City.
(Page 2)

Rockwood & Co. 5% Cumulative
Pfd. A—Donald M. Halsted,
President, Donald M. Halsted &
Co., Inc, New York = City.
(Page 2)

Southern Pacific Railway Co.—
Geratd D. McKeever, Analyst,
Reynolds & Co., New York City.

. (Page 2)

this traffic will move east and .

could be routed to tidewater over
the Delaware, Lackawanna - &
Western, which holds 18% of the
road’s common stock.

* On' March 16, 1951, when .I
first recommended the purchase
of the common stock of the New
York, Chicago & St. Louis Rail-

‘road* in  this column, ‘the stock

closed on the New York Stock
Exchange at 106%. Since that
time “Nickel Plate” common has
more than doubled in price, clos-

ing at 230 Saturday, Feb. 3. It is-

also interesting to note that the

" low for 1949 was 56; the 1948 low,

39; the 1947 low, 187; the 1946
low, 26, while the 1929-1945 low
was only 1%, - :
While the current price of New
York, Chicago & St. Louis com-
mon stock < presents a notable
advance over a year. ago, the
split-up into the more popular $20
par units and the expected re-
sumption of common dividends
makes the stock still attractive
for those.who are willing to

DONALD M. HALSTED

President, Donald M. Halsted &
Co., Inc., New York City

Rockwood & Co. 59, Cumulative Pfd. A

No security can be the best for
all situations, so one which helps
solve a hard current problem for
our organization probably merits
designation as
the one I like
best today.
That problem -
is to find a
senior se-
curity  of a
strong, well-
managed
company,
having some
chance for ap-
preciation,
which can be
used to re-
place called
issues with-
out.decreasing )
the rates of return. If we con-
cede a bit as to marketability, we
can obtain good quality and high
yield and solve our problem with
Rockwood & Co. 5% cumulative
preferred A, currently selling at
about 76, to” yield 6.58%.

- History and Management—
Founded in 1886 and incorporated
in 1903, Rockwood & Co. is one
of the three largest manufacturers
of cocoa products in the country,
probably grinding about one-fifth
of all beans ground. Consumption

Donald M. Halsted

of cocoa beans has almost doubled

POLAROID
CORP.

Bought—Sold—Quoted

R T (T LR Y TR

eALLEN & COMPAN'
30 Broad 'Sf' New York N. Y
Phone HA 2—2600—Tel UNY i- 1017

during the. past 30 years and
seems likély to continue to gain.
Bulk sales of chocolate coatings,
commercial cocoas and cocoa but-
ter probably account for about
60% of Rockwood’s volume, the
balance being -packaged . goods,
such as mint and rum wafers,
“Bits,” breakfast cocoa, etc.
Management is competent and
_experienced. The President, H.
‘Russell Burbank, joined the com-

also show long terms of RN

Sales coverage is from coast to

.Pany in 1926, became & Viee-:
LiPresident in 1933 “.and, asiimed

Hehis: presen { %
‘present post-Ir1948y Uothsers; ‘A were exchanged for .one . share.

assume a businessman’s risk.

coast, with main plant in Brook-

lyn, N. Y., branches in Boston,"

Chicago, San Francisco and Los
Angeles, warehouses in those and
five other cities; a creamery is
owned in chhlgan
Earnings—For 30 years Rock-
wood has shown profits after
taxes, except in 1935 and 1937.
Inventory write-downs . brought
about the losses in those . two
years; consequently “Lifo” inven-

tory accounting as to the main raw

material, cocoa beans, was adopted
in 1941, as soon as ‘government
tax regulations permitted. In that
year, prices for cocoa beans aver-

aged about one-fifth of current

The size and’ book '}
inventory |
have never been stated publicly, i

quotations,
value of this “Lifo”
but it is believed to be essentially
intact, a bulwark against any fu-
ture inventory losses such as
occurred in 1937. Since issuance,

earnings per share on the $5 cu-

mulative preferred A have ranged
between $20.51 in 1944 and $48.58
in 1947; 1949 showed $25.43,

Capitalization—At the end of
1949, ' Rockwood had no debt,
while ‘cash alone exceeded total
current liabilities of $1.21 million.
Working capital of $5.3 million
stood at a new high. After de~
ducting all reserves and the par
value of the prior preference
stock, ‘net working' capital per
share of preferred A- amounted
to more than $188, and total net
assets to $294,

The only capital item senior to
thig issue is $150,000 5% cumu-.
lative prior preference, all owned
by- one stockholder, having no
voting .power unless d1v1dends
are considerably in arrears. -

The $5 cumulatlve preferred A,
25,063 shares, is next in line, fol-
lowed by 55 'shares $5 “old”’ pre-
ferred and 168,507 shares com-~
mon, If the o’ld preferred is ever
found, it may be exchanged for
62 shares preferred A. Preferred
A dividends have been paid regu-~

+larly since it was issued in 1944;

at that time, 13 shares preferred

old $5 preferred and dividend
arrearages thereon f ' $12.50

which had resulted. from the 1935-

1937 slump.

Preferred ‘A and old - preferred
are callable: ratably at 110, but
only after all prior preference has
been- retired.- The company can-
not mortgage or pledge. fixed
assets, nor ..issue ' stock - having
parity with,, or. priority over, the
preferred A without consent of
two-thirds in amount of the A
shares. :

Common dividends were started
in 1945 at an annual rate of 80
cents, which. was raised to $1.20 in
1947 ‘and  $1.50 on March 1, 1951.
Extras of 40 cents in 1947 and 30
cents in December, 1950, have
been paid. s

Conelusion—Chocolate. and co-
coa products are classed at’foods;
during war periods government
requirements are large and manu-
facturers of these products are
usually busy. Rockwood’s com-
petent management, strong finan-
cial position and Lifo inventory,
assure the $5 cumulative pre-
ferred A of continued investment
calibre.-. Unlisted, its marketabil-
ity is-adequate for those smaller
accounts which need it the most,
while a majority of large accounts
cah well afford to sacrifice some
degree of liquidity to obtain the
high return,

GERALD D. McKEEVER
) Anafysi, Reynolds & Co.,
Members, New York Stock Exchange

- Southern Pacific Railway Co..

_At least five good reasons can
be offered for deeming Southern
Pacific stock to be outstandingly
attractive. In the first place, its’
price advance
has been
greatly re-
strained de-
spite the fact
that—and this
the second

reason — the.

yield it pro-
duces is wel

erage among
major rail
system equi-
ties, and es-
“pecially f oir
those of com-
parable qual-
1ty A third reasont is that the
price-earnings ratio is also under
average, based pn estimated earn-
ings of $13 per share for 1950 and
about $13 to $14 for 1951.

All of these seem to be in com-
plete disregard of the fourth'fac-
tor—an - outstanding record of

Gerald D. McKeever

growth since 1940 in which it has"

been exceeded in its territory

only by the Atchison. Finally, de-"

spite the fine showing made sinee
early 1949, when the effect of

: progress in dieselization began to

be clearly evident for the South-
ern Pacific, there is more room
for further improvement in the
transportation ratio than for most
other major systems. The South-
ern Pacific, occupied with-its re-

markable debt.reduction.and con- .

'solidation accomphshment was
among the last of the major car-
riers to begin to dieselize. Diesel
units acquired in 1949 increased
the diesel fleet of the Southern

Continued on page 32
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: Pres:dent 1‘Xatlonal Airlines, Inc.,

'Melchlor Palyi.
plcture of the situation exlstmg,
_today ¥

Volume 173 Number 4984 . .

LETTERS TO THE EDITOR:

“Are We Falling Into
History’s Greatest Trap?'’

More letters given in this issue in connection with Melchior

i

' Provision is made in today’s
issue for publication of some
more of the letters received rela-
tive ' to the article by Melchior
Palyi, “Are We Falling Into His-
tory’s Greatest Trap?”, which ap-
peared on the cover page of the
“Chronicle” of Jan. 11, In his
article, Dr. Palyi analyzed Soviet
aggression techniques and asserted
that the United States must either
(1) restrict its defense zone to the
Western Hemisphere or (2)
promulgate a new Monroe Doc-
trine specifying the areas which
we are prepared to defend against
the march of communism. Con-
tinuance of our present foreign
policy, and a policy of full and
permanent mobilization, Dr. Palyi
warned, can only lead to national
bankruptcy.

In' .addition. to the following
Jetters, reference:is made -to. the
fact: that. others appeared in our
issues of Jan. 18, Jan. 25 and Feb.
1, and ‘still' more ‘will. .be accom-
modated in:subsequent issues.

¥ - # % #

- HARRISON L. AMBER.
Presndent ‘Berkshire Life Ins.-Co.,
- o Pittsfield,. Mass. ‘

- I'have read with much interest
the article,“Are We Falling ‘into
History’s’ Greatest Trap"” by Dr.
Melchlor Palyi.

‘One could write pages about his
article but I think what you want
isa 51mp1e statement of whether
we agree, or do not agree, with
its- contents.

I think generally I am in com-
‘plete agreement with his ideas.
‘The only thing that bothers me is
that if we are wrong about “mo-
‘bilization potential” we -are
awfully wrong. On the other
-hand, I realized that “readiness
‘potential” may, if carried too far,
:bankrupt us.. To be 'honest, I
:would feel a lot better about the
.whole situation if our powers in
‘Washington were a little bit more
«able men,  I-am afraid. that they
‘go on a-day-to-day basis and that
s never safe. for any length of
time. .
" % #

G. T..BAKER,
- Miami, Fla,
1 have read; with great inter-

est -the’ -'views--expressed ' by: Dr.
He paints a clear

. We ‘have the finances and re-

. 'sources to fully protect North and
‘South America and, in my opin-

'wn that is as far as ‘we should

g0o.-.To do otherwise will,. in_all

probability, bankrupt our gov-
ernment. If we -ever .get com-
munism* here it will be because
our people ‘have .adopted the

‘Marxist philosophies and not-be-
:cause of an invasion by Russia.

Palyi’s article in the “Chronicle” of January 11.

HARRY A. BULLIS
Chairman of the Board,
General Miils, Inc.,
Minneapolis 1, Minn.

I agree with Dr. Palyi that if
we devote too great a part of our
national productivity to war, we
may bankrupt ourselves.

It seems to me that the most
immediate danger to this country
is pot that Russia may attack us
but that we may be the victims

of runaway inflation. I believe’

that direct controls imposed os-
tensibly to control inflation, may
hamper production to the extent

that in the end they will actually

increase the inflation potential.
% #® L]

D. L. CHAMBERLAIN
- President, The First National
Bank and Trust Co. of
-New -Haven, Conn.
Usually I.can take a position
and justify it-with reasonable as-

surance, but ‘this whole - foreign
‘.- picture” has- me  stymied., After
reading - Dr. -Palyi’s excellent ar- '

ticle ‘I was greatly reassured, but

there again it-may be the-natural .
relief to be given some-very-def- "
~inite bright -spots in  contradis- .

tinction te the constant stream of

gloomy and threatening informa-
tion: that seems-to be pouring in .
~from . all sides. It .is possible.that -
a large " percentage of that is :
to- encourage ' the -

‘propaganda
-adoption of certain administrative

policies, -but if one can judge by °
the ‘mad rush -to plunge into- an -

active war economy after many
of our outstanding leaders- have
given the world-a complete story
of our so-called outstanding
weaknesses, to say the least, the
counter-effect of Dr. Palyi’s argu-
ment and claims are most en-
couraging.

I am a great admirer of Gen-
eral Eisenhower, whose report

and - opinion of ‘what. should ‘be -

done will soon be given, and I
think ought to answer many
doubts now .in the minds of our
people, but pending that I am in-

clined to agree for the most part -

with Dr, Palyi’s very able anal-
ysis of ‘our present problems.

- ‘While there is probably no doubt *
‘but. what we should prepare for -
‘the. worst. along the lines which '
-will result in‘the least impairment
:of ‘.our economic strength, I do .
'not"believe . that we . should be :
‘panicked -into the -extremes ‘to -
‘which ‘we are now going.

# & #

C. P. CONRAD

. President Towa-Illinois. Gas ‘and ’

' .Electric Company,
Davenport, Iowa

I would suggest that you com- :

pare Dr. Palyi’s article with Mr,

Herbert Hoover’s: recent recom- .

mendation to. this country as I
believe that we can find no bet-
ter guidance. Mr. Hoover has in-
dicated = after careful

Continued on page 32
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The Coming Stock Market Decline

By ANTHONY GAUBIS*
Investment Counselor

Market economist, maintaining

“inflation” is being over-adver-

tised, warns of present investment risks, and predicts fall of
at least 25% in vast majority of stocks. Offers following rea-
sons for selective decline: (1) substantial counter-deflations
recurrently interrupt the long-term inflationary trend; (2) im-

minent 40-509 reduction.in rate of corporate earnings;

3

rising personal income tax; (4) increased ﬂoati?g SI.Ipply of
stocks; and (5) a worsening international situation.

The dominant force in the stock
market today is unguestionably
“jnflation psychology.” The in-
flationary potentials in our econ-
omy are being
as widely ad-

.vertised, and

seemingly. as.

widely ac-

‘cepted, as

:were the mer-

its (but -not.

'the risks) in

"“Common

‘Stocks as

‘Long-Term

‘Investments” 7

'in 1929 and in
{thé -Spring -of
11937. In con- 3

trast with the !
fmore‘cautious ®*  Anthony Gaubis
| views prevail- :
ing a few years ago, corporate
€arnings are no' longer:considered
“unreal” because of the influence
iof such nonrecurring factors as
jpent-up demands, - original-cost
idepreciation, or:rearmament or-
(ders, and . the unfavorable aspects
iof the high level of taxes is also
jbeing ignored.

. The Bullish Influences
* ‘Apart from this inflation psy-
cholpgy, (which has developed fol-
Aowing every sharp rise in com-
Fmgdx@y prices since 1936), the
it rincipal ' bullish factors seem to
z’be: (1) the high yields available
«n equities as compared with high~
grade corporate -bonds; and (2)
1he prospect that our rearmament
program will absorb the slack in

‘activity which'was inevitable once |

i. *A talk by Mr. Gaubis before the New
iYork Society of Security ‘Analysts, at
Schwartz’s Restaurant, New York City,
February 2, 1951.

¢
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‘weadable style a formula for amaz-
ing market gains, plus the Fabulous
1Forty stocks: that made spectacular
ipercentage gains in the last bull

.market. To get your copy just clip !
£l to this ad and . miail to—
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Dept. 6, 225 Park" Ave., i
New York 17, N. Y, =
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wé had completed satisfyin.g the
major pent-up demands built up
during World War II,

Inflation Already Discounted

In spite of these widely publi-
cized factors, I believe that the
market as a whole, hy rising to
a level of about 9% above the pre-
Korean highs, has now discounted
the- additional inflation -caused by
the outbreak of war in the East.
The probabilities favor. a decline
of 25% or more in the vast ma-

£ jority -of -stocks,- from ‘either the

highs witnessed last year or.being

recorded (in certain ‘groups) “in -

the- ourrent phase of the recovery
from the post-Korean lows. In
terms of the leading .stock: aver=
ages, 1 would look for a decline
of the type witnessed in late 1946
or in the Spring of 1934, with the
amplitude -of the decline in- the,
averages depending largely on de-
cisions to be made in Washington
during the next few months. Be-

‘cause of the extreme selectivity

in the market, I think it is d safe
assumption- that many stocks will
not exceed their 1950 highs at any
time this year, By the same to-
ken, it - is -highly -probable that
some stocks will end the year at
above current levels, even if we
should have a 1946-type-of decline
during the three to-six months
immediately ahead. I mention
this point principally because it
is important that we keep in mind
the fact that the propable trend
of the market as a whole is only
one of the factors which should-be
considered in deciding whether a
given stock should be purchased
or held, and in what proportion
to a basic or “normal” position.

Reasons. for- the.Coming Decline
‘My principal reasons for expect-
ing a sharp decline in the market
as a whole are:’ ) ) !
(1) ‘In the first place; -although
I believe that our. economy. has

. been operating under an infla-

tionary background since 1933, we
should continue to expect substan--
tial, if temporary, counter-defla-
tions in “the stock - market~ from
titne to. time, similar to those wit-
nessed in 1937, 1940, and 1946.
(This ~conviction “is in line with
the views I expressed in .an.ar-
ticle which appeared in the Com-
mercial and Financial Chronicle
in October, 1947, when I refused
to -go along with the prevailing
view that the Dow-Jones Indus-
trial Average was.likely to decline
to well below the 160 level be-
causé the ‘market was “histori-
cally high.”) Intermediate or cy-
clical declines have gotten under-
way in recent years each time
that - public  pressure has foreed
the government to do something

MEMBERS
MIDWEST STOCK EXCHANGE

STIX‘& Co.

) 509 OLIVE STREET

St.Lours 1,Mo.
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about a particularly sharp rise in
commodity prices .over a brief pe-
riod of time. The record. shows
that in each of the seven instances
since 1932, when commodity
prices rose sharply within a pe-
riod of three. to six months, the
stock - market shortly thereafter
had- a decline of 22% or- more.
These periods include 1937, 1940,
and 1946. If you will check back
you will find that in these years,
just before a sharp -decline in the
stock market got underway, the
inflationary possibilities in. our
economy were being stressed by
most market commentators, ‘In
each instance, either the Federal
Reserve Board or the government
itself was finally prevailed upon
to take action which-temporarily,
at least, checked the inflation spi-
ral and ‘patrticularly the inflation
psychology in Wall Street, His-
tory seems to be repeating-itself,
and the. Federal Reserve .Board
has finally started to “carry out
its threats of last Fall to increase
reserve requirements, while the
‘Administration - has rather’ belat-
edly gotten around to. placing
some - roadblocks - in’ ‘the: path- of
rising commodity. prices. . - .. -
(2) In-the second place, I be-
lieve that ‘the trend ‘of corporate

_earnings will be sharply down-

ward during the last six.to nine
months of this year, with the rate
of earnings .of .many companies
likely to be 40% to 50% below re-
cent levels before the end of 1951.
Earnings for-the -year as a’ whole-
will depend.in part, of course,-on
whether the forthcoming increases-
in’ corporate taxes ‘are: made  fet-
roactive to Jan...1, or are .not
effective until- July ¥, The earn-
ings outlook for. individual ‘com-
panies will depend on whether tax
increases emphasize changes in
excess-profits taxes or the basic
corporate tax.

‘My expectations of lower cor-
porate earnings are based not only
on the prospect that corporate
taxes will be increased by some-
where between $4 billion and $5
billion a'year, or roughly 206% of
last year’s estimated corporate in-
come after taxes, but also on the
outlook for lower profit margins
as prices are stabilized and as
war -work replaces civilian pro-
duction. It should be remeémbered
that the current situation is ma-

terially different from that .pre-.-

vailing immediately preceding
World War, II. At that time our
economy had been operating at
well - below capatity. levels; - and
profit margins on peacetime work
were quite low:

I .am aware -of the fact that
many--stocks -are-selling at: very
low ratios to the current rate of
earnings. However, T can find no
period in the past'when the mar-
ket as a whole has' not suffered

-a very sharp- decline during the

year- when the trend of both earn-
ings and taxes was unfavorable. -

~(3)- A third point, which is not
unrelated to the.one I have just
discussed, is the fact that stocks

~arg fundamentally worth less to

the average investor during peri-
ods of rising taxes than they are

when the trend of personal income -

taxes is downward. If we are real-
istic .and take personal tax rates

into account, the logic behind the -
so-called “value approach” to stock -

appraisals clearly indicates why.
there is an inverse correlation be-
tween price-earnings ratios and

the level and outlook for personal.,

taxes. The risks in the stock mar-

ket naturally rise as prices ad-'

vance.. Many astute investors
recognize this fact,-and in view of
their high personal brackets, are
not interested in buying equities
once they are selling so far above
net quick assets and similar con-
siderations that the possibilities
for loss are greater than the pos-
sibilities for additional profits,
after taxes. It is obvious that this

Continued on page 34

-since ..1949;.- Many

The Stock Market Outlook

By HEINZ H. BIEL* '

Emanuel, Deet,ien & Co., Members N, Y, S. E.

* Market analyst; pointing out imponderables in appraising
present influences, recommends that (1) long-term investors
should retain holdings, while maintaining 209 cash reserve;
(2) new investors should commit only one-half of their funds;
and (3) traders should protect their profits by fairly close
(A stop-loss orders. :

1t is the exception, not the rule,
that an analyst feels very sure of
the market trend. But today, the
feeling of uncertainty seems to
me greater
than usual. To
be sure, the
D o w- Theory
‘has only re-
cently ‘re-
affirmed the
Jbull  market.
.The major
‘trend is still | |
Sup.’ But up
how - much?
And how .
much longer?

T he indus-
;rial raverage

as-alreaay ¢ figt
risen ,about Heinz H. Bfel
55%, the rails:- more than 110%
individual
stocks have done even better. Ob-
viously, : stocks  are not as cheap

.as -they  were: 20 months ago,’al-

,thot_xgl_l_ a-good case can'be made,
:statistically, to . prove that many

-issues are; still" quite" réasonable.

In fact,'if" we allow for the 50%
loss in the dollar’s buying power

in the past decade, we might even.

say that stocks

in general are still
‘“cheap.” .

Factors Supporting Upward Trend
There are good reasons to be-

lieve that the major trend of stock

prices will continue upwards:

(1) Business activity will be
at capacity levels on an over-all
basis, It will not be a “profit-
less” prosperity, despite higher
taxes, price freezes, controls, eic.
Many dividends may have to be
reduced, but if General Motors
cuts -its 1950 dividend in half —
which seems an unduly pessi-
Jmistic assumption — the dividend
return of 6% is still more than
twice the yield on good bonds.
(2) Fear, fear of inflation, has
-beecome an overpowering motive
for buying stocks. It has affected
.the - small saver as well ‘as.the
managers of large funds-—~colleges,
churches, hospitals, personal trust,
.pension - funds, ete. All- these
people-are ‘convertinz-dollars into
:stocks. in order to attain at. least
some  protection . against .the
shrinkage "of capital and income.
‘These.. investors. know that -they
are - paying -high prices for . good
stocks, but they do not seem to
care. They realize that stock
prices fluctuate, .that a sharp de-
cline is always possible, but they
are thinking in terms of years.
Perhaps this is not what we like
to call, ‘“sophisticated” .. buying.

But in my opinion, it is good in- -

_vestmenp buying. . These ' stocks

*A talk by Mr. Biel before the New
York  Society of Security Analysts,
.Schwartz’s Restaurant, New York City,
February 2, 1951.

are bought for long-term holding;
they go into the box and are un-
likely to be dumped on the mar-
ket at the first sign of a reaction,

‘"The Swing to Marginal Issues

The increase in trading volume
and the greater activity in low-
priced stocks are typical of a bull
market approaching maturity.
When quality stocks have reached
a level where-large capital gains
cannot reasonably be expected,
traders are automatically at-
tracted by secondary issues which

up. until recently had been more °

or less neglected. Some of thesé
are  marginal stocks, but the type
of economy we are likely to have

-in the foreseeable future is fa-

vorable for marginal businesses.
I don’t think ‘that the end of.this
bull ‘market. is'imminent.. I think
that it will not Tun its course until
earnings and dividends of second-
ary companies are appraised more
liberally-than at present.. :

Fundamentally, I :am still op-' .

timistic on the stock market out-
look..” I--have no -great- enthusi-
asm for buying quality stocks.at
present levels, but in many in-
stances their purchase for very
long-range investment is still ad-
‘vocated. The medium-term in-
‘'vestor who buys stocks for a cap-
ital gain which he intends to real-
ize, must now turn to more spec-
ulative securities. The risks are
greater, but so are appreciation
‘possibilities,

We are living
under conditions' where anything
may happen and much will hap=
pen. The international situation
is such that a major war could
break out at any time. But it is
‘also possible that our' relations
with Russia will improve and per-
mit us to slow down the tempo of
armament. It is conceivable that
the . Administration. will take:thg
fight against inflation seriously,
and -do something about it instead
of merely talking:and trying to
cure. symptoms. -Any unexpected
development which requires:a
change in the appraisal of the
future, is a”poténtially upsetting
market factor, . Since last July
stock  prices " have advanced
sharply without much.of a set-
back.” The:market’s*technical po-
sition has become vulnerable, and

in’ times and

a sizable reaction is a definite.

possibility.

My present . recommendations

are:

(1) Long-term investors should
not disturb holdings, but .a . cash
reserve of about 20% is-desirable.

(2) New investors should com-
mit only % of their funds at this
time. ’

(3) Traders should protect their
long positions by fairly close

f
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Business Failures

" Little change was noted the past week in total industrial pro-
duction for the country as a whole, However, aggregate output
continued to hold considerably above the level for the like period
of 1950. Unemployment insurance claims.advanced very
but were somewhat below the total for that of a year ago. -
“  In the steel industry raw steel poured from the nation’s fur-
naces in unprecedented volume last week. Production of finished
steel, according to “Steel,” the weekly magazine of metalworking,
however, is not keeping pace. A combination of labor trouble and
severe winter weather is holding back finishing mill operations,

and toward the end of last week some curtailment of blast furnace,,

open-hearth and ‘coke oven operations was under way. Output at
several important ‘steel centers is curtailed due to industrial gas
shutoffs occasioned by the cold weather, and by transport interrup-
tions in and out of plants resulting from the wildcat “illness” strike
of railroad switchmen. Metalworking -operations are similarly ham-
pered over a wide area of the nation.

The extension of existing allocation programs into May and
inauguration of additicnal programs that month are expected to
be made by the NPA Steel Task Committee about Feb. 13, the
magazine states, it had besn thought action would be taken Dby -that
date to get the new programs under way by April. However, the

trend new appears-to be to shape allocations so that a Controlled . -

Materials Plan can.be put into effect in .July with least possible
disruption of schedules. The second quarter will sée a sharp up-
swing in steel rolling for defense and related needs, it adds.

3 Munitions contracts and defense steel requirements are snow-
balling. In addition to a diversity of orders for combat tanks, mili-

tary vehicles, Signal  Corps apparatus .and airplane equipment al-= -

ready placed, still heavier orders of this character are in early
" prospect. ’ ' { '

. Freeze of prices by the government has resulted in no notice=
able change in the situation as it applies to steel products, since
current quotations’ were established before the deadline set by
the ESA, the magazine points out. ) .

The wildcat railroad strike that got under way last Thursday
involving trainmen and switchmen in various parts of the country
showed signs of breaking up throughout the East on Tuesday of
this week following the appeal of Defense Mobilizer Charles E.
Wilson and W. P. Kennedy, President of the Brotherhood of Rail-
road Trainmen on Monday evening, last. However, in other key
rail centers in the Mid-West and West the situation grew worse.

Effects of the strike resulted in halting oil shipments by tank
car in the Chicago and some other interior areas and worsened atn

|3

- already serious supply situation. The walkout hindered shipments

to factories, office buildings and jeopardized the lives of American
soldiers fighting in Korea by delaying the movement of vital war
supplies destined for the Korean front. ‘ i
i On Monday of this week Secretary of the Treasury Snyder
proposed immediate tax increases of $10,155,000,000 annually, Ap-
pearing before the House Ways and Means Committee as it opened
hearings on legislation to provide additional revenue' for defense,
he recommended an increase of eight percentage points in the
normal corporate tax to raise $3,080,000,000. Mr. Snyder estimated
that a boost of four percentage points in individual income tax
rates would yield $3,600,000,000 a year, He urged Congress to
triple the excise tax on automobiles. double the federal gasoline
tax and boost substantially the excise levies on whisky, .cigar-
ettes, television sets and other appliances.

Stock corporations chartered throughout the nation in Decem-
ber numbered 6,780, a rise of 8.4% over November’s 6,256, which
represented the lowest monthly total in over five years, Dun &
Bradstreet, Inc., reports. Despite this upturn, the December figure
was 13.7% below the 7,857 for December, 1949, and marked the
fourth successive month to show a drop from the corresponding
month of the previous year.

The year 1950 as a whole displayed the first gain since the
immediate postwar year of 1946, when corporate activity. reached

-Continued on page 29 2

slightly; 2=

h - - ; N g
‘Merrill Lynch Profits -
“ ) . X
- At Record High Level
- Corporation urged to establish
- profit-sharing plans with part of
“funds to be invested in com-
" pany’s own stock.
- .. Merrill Lynch, Pierce, VFennei'
& Beane made a net profit last

year of- $12,544,090. before taxes
and c_haritable and. educational

Charles E. Merrill Winthrop H. Smith

contributions, it .was announced -

by; Winthrop H.:Smith, managing
partner.’ This compares with $2,~
404,170 earned -last ‘year. - After
ch'aritable and educational con-
tributions of $833,740 and esti-
mated ‘taxes of $8,200,000; there

-was a balance of net income avail-
‘able to the partners of $3,510,350.
.- This  compares with a balance

left in 1949 of $1,235,370.

. Mr. Smith noted .that 1950 was
the best year in the history- of
the firm. For example, last year
Merrill- Lynch did 10.2% -of .the
round - lot business on.the New

York Stock Exchange; up from -

9.3% in 1949. The gain in odd lot
business was even greater, rising
to 14.7% from 13.7% the year be-
fore. .

, Charles E, . Merrill, ' directing
partner of the investment bank-
ing and. brokerage firm, said in a
letter' to -customers that the gain
in business last year “. .. was a
congdquence of a positive and
compelling need for the services
of the securities market. Individ-
uals, pension. fund. manager,. and
trustees all realized their need
for some place to put their money
where it had a chance of retain-
ing: the purchasing power in the
face of threatened inflation.”

. The report showed: that in ad-
dition to regular salaries the firm
paid employees bonuses totaling
some - $2,520,000, ‘equivalent to
eight weeks’ salary .for émployees
with the firm a year. -Additional
payments were made for longer

service.” Also partners contrib-
uted $1,414,739 to the employees’
profit sharing plan, which brought
1o $3,651,603 total contributions
Continued on page 35
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_.with. .perpetrating some fancy

. (with connotations - of -deceit, fraud, hoax,

-~ QObservations . . .
By A. WILFRED MAY =
IN DEFENSE OF DEFENSE. BONDS

Prevalent Misconceptions About the
U. S. Savings Program
" (In two parts) -
" Part I—IS THE BUYER BEING CHEATED? _
.One of the important manifestations .of this inflation “New ,

j Era” is the confused public discussion over the government’s Sav-
. ings Bond program. University economist, columnist, cartoonist,

taxi driver, and show .girl alike - are charging the Treasury
cheating g

~'swindle, ' subterfuge, - lure,. dishonesty, in-
tentional perversions of the'truth, etc.).” The
J1wo main grounds for such' indictment and
< for.the demands for -future additional guar-
-.antees, are (1) the reduction in the-purchasing
power of the dollars put into thé Bonds'and }
- the assumption of its continuation;-and (2) the
. inferior investment performance of the Bonds
¢ versus equities over the past 10 years, -
.., . Let us consider realistically:—(1) ‘whether
- the -investor .in 'Savings Bonds has -actually
been” ‘“cheated” at all; (2) if so, whether the
‘malfeasance is chargeable to the Treasury;
(3) the prospective buyers’ status; (4) justifi-
cation of the demand for additional guarantees ki .. ..ii.:%
" as the escalator technique, and (5) ‘what rele- A. Wilfred May
- vant constructive economic policies should be ¢ 5w
adopted. - :
The Hard-Boiled Advantages :
The great affirmative investment advantages—wholly outside -
" the realm' of ‘patriotism—have always been insufficiently recog- -
nized.: There is complete absence of risk afforded by the full
faith and credit of the U. S. The safety of principal and interest

Continued on page 34
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United States Radiator Corporation
6% Cumulative Preferred Stock ($50 par)-
A \ i We believe offers- _
‘ (1) Good value in'a th-slieltcred issue. -
(2) Generous income—approximately 7%—
from a well covered dividend.

(3) - Capital appreciation prospects of about
20% to the call price.

Quotations and Analysis on Request

~ J. R WiLLIsToN & Co.

ESTABLISHED 1889
Members New York Stock Exchange and other
Leading Stock and Commodity Exchanges
TELEPHONE.

118 DROSDWAY BARCLAY 7-7500-

NEW YORK 6, N. Y.

.-.WE WISH TO ANNOUNCE THAT
MR. JOSEPH RUBIN

FOR MANY YEARS THE MANAGER OF OUR
"$AN ANTONIO, TEXAS OFFICE, WILL BE
" ADMITTED AS-A GENERAL PARTNER IN OUR
T FIRM AS OF FEBRUARY 1, 1951,

g

WE. ALSO ANNOUNCE THAT | i
" _MR. JOHN J. RYAN, Jr. |

MR. JAMES C. RYAN

'MR. FRANK T. RYAN

WILL RETIRE AS GENERAL PARTNERS AS OF
THE CLOSE OF, BUSINESS JANUARY 31, 1951,
AND THAT THE LIMITED PARTNERSHIP
INTEREST OF MR, JOSEPH M., RYAN,
. DECEASED, WILL TERMINATE ON THAT DATE.

BACHE & CO. |
Established 1879

MEMBERS NEW YORK STOCK. & CURB EXCHANGES AND"
OTHER LEADING STOCK AND COMMODITY EXCHANGES

36 WALL STREET; NEW YORK 5, N. Y.
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Inflationary

Psychology

Versus Deflationary Background

By A. A. MOL

Mol & Company
Members, New York Stock Exchange

Economist maintains public’s inflationary spirit and inclination

to flee from the dollar, will soon run head-on into a powerful

array of deflationary forces. Concludes outcome of this forth-

coming struggle between inflation and deflation, determining

our economic setting during long years of arming, will by
early spring provide a crucial guide for investors.

In time, a disciplined armament
economy will emerge from the
debris of our free and easy busi-
ness boom. The process of

: conversion
may.. either
occur smooth-

ly, without a

significant

upset in busi-
ness, or bring
on a potent
deflationary
interlude.
. The pattern
will-not
- evolve in de-
. tail until the
second half
of the year,
but its pre-
dominant
character
should become visible by early
spring. That will tell us whether
to buy stocks, even at a high mar-
ket level, for-long term inflation
protection or to sell them in prep-
aration for depression.

Let us look at the factors which
will contribute towards deciding
the issue.

A. A. Mol

Deflationary Factors

The stock market declines in
1947, 1948 and 1949 were the re-
flection --of deflationary factors.
Each time the boom was in danger

of being killed. These will now
recur, reenforced by other pecu-
liar to the present time. Together
they make a powerful array:

: Our formula (A) is designed to help you realize

long -term: capital gains (B) with risk to capital
 specifically limited (C) whether the market. de-
. clines .or advances from-current levels.

plan.

- MARKET

P. 0. Box 986, G. P,

STOCKS

Whose appreciation possibilities offer an ’
opportunity . for

"The list of 78 'stocks specially. selected for po-
tential appreciation with the “hedge” plan,
will be. sent to you immediately with a four
week Trial Subscription, new subscribers only.

. Trial subscription includes current MARKET
: X-RAY GRAPHS and explanatory ‘Manual, “A
New Look Inside The Market.”

Send only $5.00 (o Pept. C-2

Incorporated

0.:it" New York 1, New" Yo;;k':‘

tte wievlr o
£Y% (‘;I 3

(1) The Federal Government
will have a large budgetary sur-
plus the first quarter of 1951,
probably at an annual rate of be-
tween 15 and 25 billion;

(2) Bank credit is subject to
seasonal shrinkage from January
to June;

(3) Exclusive of gratis exports,
which are paid for out of taxes,
the nation now runs a substantial
import surplus;

(4) Consumer credit expansion
was stopped in its tracks through
credit restrictions; it is expected
that there will be an actual de-
cline, both in the current quarter
and year;

(5) The rate of expansion in
outstanding mortgage credit will
shrink under the influence of
Regulation X;

(3) The Federal Reserve Board
has applied monetary measures to
restrict credit by raising, first, its
rediscount rate, then the reserve
requirements of member banks
and, recently, margin require-
ments on security loans,

Factors one and two are more
or less seasonal and were respon-
sible for the events of 1947-1949,
the third is the result of Marshall
Plan operations and importation
of raw materials for war prepara-
tion, while the remainder are
are government-instigated.

Since June, 1950, the steepness
of the - expansion in’ outstanding
consumer credit, and of the rise in
commodity prices, have been of
unprecedented proportions, These

The Commercial and Financial Chronicle . .

two phenomena are related. When
credit ~ expands, : total - payments
made for the aggregate national
product are. larger than the buy-
ing power generated by the
processes of its production and
distribution, People compete for
the privilege of buying the prod-
uct, thereby push prices up and
create the illusion of scarcity,
The present high level of com-~
modity prices is vulnerable be-
cause it is tied, hand and foot, to
a high rate of inflation. When
that stops, prices must collapse.
Simultaneously, scarcities change
into' unmanageable surpluses, It
is for this reason that the defla-
tionary factors enumerated above
may have startling effect. There
is apt to be more of a reverbera-
tion when you drop a rock from

a mountain than from a molehill. ‘

Depressive Factors

Besides the deflationary fac-
tors, which will be pinpointed to-
gether in the next few months,
there is a group of other factors
the overall effect of which will be
depressive:

(1) The influerice of unemploy-
ment, resulting from scarcity of
raw materials and from restric-
tions in their use, is to curb the
inflationary behavior of. others,
who remain employed; 3

(2) The rising cost  of livin
reduces the volume of goods
which can be bought;

(3) A squeeze on profit mar-
gins will occur in various sectors
of the economy and a general
price freeze would accentuate it;

(4) The existing accumulation
of inventories will restrict for-
ward purchases on the part of
business; . ]

(5) New tax laws will go into
preparation.

This list is incomplete,

The Great Inflationary Factor

1f the population, consisting of
business people and consumers;
were able to inflate only through
expansion in its indebtedness, then
the answer to our “either-or”
question would be clear as day-
light. We would know that the
boom would be deader than a
doornail in three months. .

- The -population “has more free-
dom of action than that.” It may

; choose to: use capital assets, sav-
5. ings’or -the proceeds from the sale

profit on « limited risk

ACTIO

’ ’ . B .
ytd
30T

of investments, to pay for current
expenses. That is called dis-
saving and is just as inflationary
as buying on credit. It is already
prevalent, i ’

The people have a great deal of
capital which they can eat up if
they be so disposed. They are in
the mood to satisfy their desires
with . disregard of the conse-
quences: everybody for himself
and the devil take the nation.
This is the big inflationary factor
at this time, I am not pointing
a. finger at specific people or
groups; we are all in it, Our gov-

ernment has failed to “sell” us-
the military issue and now is.pre-

paring to take away our luxuries.

Hence our frivolous behavior.
The conservative part of the

population, which pays in cash for

its: purchases, can increase con-

sumption out of capital to such a
degree that it practically neutral-
izes the forthcoming  decline in
credit-expansion. If so, the over-
all ‘rate of national inflation will
not change materially and, con-
version will take place on-a fairly
even keel.

Future actions by our:govern-
ment will exert their influence
-on the outcome of the forthcoming
struggle between deflationary and
inflationary forces. In order to
gauge their significance, we must
endeavor to ascertain how serious
the international situation- really

. is, and how serious the people in
~our government may be about it,

even if, so far, they have failed to
Continued on page 31
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From Washington
Ahead of the News

By CARLISLE BARGERON

1 have always said I'm for freedom of the press; in fact, if I
were a Congressman and if the “news boys” as the late Senator
Simeon Fess of Ohio used to call the Washington correspondents,
much to their annoyance—anyway if they were to come to me and

ask: “Congressman, are you in favor of free-
dom of the press?” I would reply unhesitat-
ingly that I certainly was.
J Which is to say that insofar as our Eastern
press, at least, is concerned, I don’t see how
. any dictator could complain of its mass effi-
. 'ciency, its ability to do a propaganda job; ‘that
.. is; when the President wants a big job done.
. Oh, it may quarrel with him on things like
.- -the Taft-Hartley Actor the Brannan farm plan
" or domestic spending.: But. on such paramount
questions as spending in Europe, warring in
Europe or sending armed divisions to Europe,
this Eastern press is really superb. It is invari-
ably way out in front of the thousands of
propagandists which the Administration pays
to do the job. It has the ideas and it has the
disseminating skill. A controlled press, ordered
to go out and do this job, could not possibly
attain the high degree of accomplishment which our free press
does. y

Take, for example, the “Great Debate” which we have been
hearing about. First, consider that this was a cunning idea of the
Eastern free press in the first place, then let your mind run. back
to the period just after the November elections. You would have
thought from the results of these elections that the global leader-
ship or international nonsense of our government, or a large part
of it, was at an end. The mail of the Senators and Representatives
was so vicious, so demanding that we get out of Korea and let
Europe go to hell that even those of them who have been sneer-
ingly dubbed “isolationists” were alarmed at the bitterness of feel-
ing and fearful lest the swing be going too far.

Senator Saltonstall, an intensely honest man, came into a
conference of Republican Senators one day with a more mournful
expression than usual. .

“Senators,” he said most solemnly, “I am deeply worried about
the attitude of the people as it is reflected in the communications
I am getting. Here is a typical one:.‘Dear Senator, get out of
Korea, leave Europe alone, fire Acheson, impeach Truman and

then you resign yourself.. Now, Senators, it grieves me to see the
American people in that state of mind.”
| . He’didn’t see the humor, either, when the other Senators
‘burst into laughter,

Anyway, this seemed to be typical of the public’s state of
mind, a state of mind to which Senator Taft, long smeared as a
“despised isolationist,” came back to Washington—from an over-
whelming victory in his native state. Having said many months
previously that nobody but an idiot could be an “isolationist™
these -days, he: proceeded to work: out a “rational” or “realistic”
foreign -policy - which -we could " successfully, carry--out without
being wrecked at home. It was somewpat but not :so- essentially
different from Hoover’s, submitted a few days before. Basically
it called: for building our defense around the Navy and Air Forte,
not try to fight Russia’s land armies in Europe. Thus the issue was
drawn with the Administration and the fervid Internationalists
who believe in massing millions of American troops in Europe.
As T recall, Governor Dewey wants an army of 15 million men.

At first the smear artists turned angrily upon Taft and Hoover,
but a more cunning voice counseled that this was not the way:
After all, the American people should be. acquainted with the
situation, this voice said, and they should be permitted to make
the decision: To this end there should be the “Great Debate,” Taft
and Hoover. et al on the one side, the Administration et all on the
other. Nothing could be fairer and the so-called “Great Debate,”
was on, whoop-lahed and built up by the Eastern press as the way
this country does things. There is every indication that Senator
Taft entered it with high hopes because he is a master in debate.

But here-was the ace up the sleeve of the Internmationalists.
General Eisenhower should be sent over to determine the spirit
and the will to fight of our European allies. His report would
make a splendid contribution to the “Great Debate.” ;

From then on, the free Eastern press began to beat a drum
{hat the outcome of the “Great Debate” would turn upon_ the
General’s report: It is in such as this that no controlled press could
excel our Eastern free press in.propagandizing efficiency.

There was never any doubt, of course, as to what the sub-
stance of the General’s report would be. Immediately, Taft and
his followers saw. they had been tricked, and the Senator in antici~
pation of the report, backed up from a point of sending no troops
to Europe, to limiting the number o be sent. This is all he has
any chance of salvaging from the “Great Debate,” and I doubt
he will salvage this, '

The free Eastern press, the General having made his report,
has concluded the “Great Debate” is now over. It was conducted
fairly and squarely, this press avers, and it was a very healthy
thing for the American people. The General has found that al-
though there is a lot of war weariness among the Western Euro-
peans, understandably because of what they’ve been through, he
detected an unmistakable revival of spirit, a spirit that will soar
with .our help. We have a hunch that the General is not being as
strong or as positive as was expected of him, but the free :E:zstem
press says his report is good enough and the “Great.Déhate” is
over and their side won. You've got to admit it was right thrilling
while it lasted. e

Carlisle Bargeron
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The Supply of Invesiments

By RAYMOND RODGERS*
Professor of Banking

- Graduate School of Business Administration

New York

University

Dr. Rodgers reviews conditions which will determine supply of
investments in 1951, and concludes amount coming to markets .
will probably be somewhat less than previous year, but reduc-
tion will not exceed 109 to 15%. Sees factors existing which

- will increase volume of bonds and notes offered, but. points. out, ..
- because- of ‘a' “boiling” stock - market, tliere may also . be
considerable equity ﬁnancmx

- As wealth accumulates, as t.he
“welfare state” burgeons, as the
standard of living rises, as inter-
national commitments become
more involved
and  une¢er-"
tainties  in-:"
crease, .the
tendency to:
use capital for
purposes other
than produc-
tion grows at
an-alarming
rate, Any. at-: ,
tempt to fore-
cast probable
developments
in the world
of capital and
credit must
give full
weight ‘1o all
the forces involved. Looking at the
capital supply side for a ' moment,
Colin * Clark," the distinguished
economist from down under, char-
acterizes present conditions .with
the observation that in rich coun-
tries, such.as the United 'States,
the capacity to save exceeds the
opportunity ‘for remunerative em~
ployment of the savings,  which
leaves a surplus that must be util-
ized in international investment;
or squandered in budget deficits
and government waste, or negated
by devastating .unemployment or

Raymond Rodgers

some such economic blood-letting. -

In my opinion, Dr. Clark does not
give full weight to the dynamics
of the American economy; none-
theless, we must recognize our
great capacity to save. When to
this capacity to save is added our
even greater capacity to expand
credif at all levels, and in all sec-
tors.of the economy, a new light
is thrown on the economic im-
portance of the role of even the
non-productive borrowers!

..Lord Keynes’ prediction of. the .

euthanasia of the “rentier” would
be far nearer realization than it
is if we had not had the great
expansion in types and totals of
borrowing which characterized the
financial trends of the ’30s and
’40s.

What Will Defermine the Supply
of Investments in 19517

The coming transition from ci-
vilian boom to a controlled civilian
boom plus rearmament boom plus
capital - goods boom by industry
makes it impossible to rank the
various factors determining the
supply of investments in the order
of the relative, or absolute, impor-
tance. Nontheless, we should
briefly delineate the more impor-
tant . determinants so that they
can serve as background for the
specific evaluations which will be
given a little later.

The price level will have a basic
influence on the amount of bor-
rowing. Prices have already in-
creased a greal deal and most ob-
servers expect a further increase
in - 1951, despite price controls.
Moreover it is now w1dely agreed
that the present price level for
capital goods is here to stay—at
least for the foreseeable future,
Belief that the present capital

goods price level represents a new

and more or less permanent pla- '
‘. teau will favorable affect the- de- :

cisions of many corporatxons on
expansion, '

The willingness to borrow is an-
other important determmant It,

_of course, can- arise from neces- .
“sity, such’ as military- preparation
‘or’competitive cost reduction im-
'peratives, or from choice, such as

the -desire to take advantage of a
favorable outlook for profits or
expansion to improve market po-

sition; etc. 'The necessity of mili-

tary preparedness is patent, and
acceleration of the shift from labor
to capital ‘to reduce costs is gen-
erally admitted. Higher taxes,
lower profits on milltary orders
and government price: fixing will
reduce profit considerably, but
profits in-1951 will still be sub-
stantial enough to:prove a:strong
incentive for expansion.

The volume of business in 1951
will be very high by any stand-
ards. ‘Even with controlled inven-
tories and shrinking accounts re-
ceivable; the high volume and the
necessity of readjustment caused
by the shifts from' civilian pro-
duction will create.a need for fi-
nancing; but, it must not be over-

looked .that . the  greater part. of

’ growing
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this jinancing will come from in-

. ternal sources, Heavy reliancé on

retained earnings is traditional in
American corporate finance, ‘To
this established practice must be
added. the effect of the recent de-

- fense' legislation authorizing gov-

ernment ‘loans for rearmament
purposes, the tax legislation per-
mitting accelerated depreciation
and the sharply increased personal
income .taxes, all.of which make
it more attractive than ever be-
fore to short-circuit ‘the securmes

- markets.

. Against - this : background of
rearmament, boommg
business and increasing prices, let
us now take each;of the main
categories of investments and.try

1o estimate their 1951 -volume.

tain loopholes in Regulation X
—loopholes: which some -lenders
exploited unconscionably. —. the
total mortgage debt continued its
upward trend and’it. will prob-
ably exceed $50 billion before the

trend. levels off.. When -this $50 .

billion lean—spelt 1-e-a-n—on the
old homestead - is- considered 'in
conjunction with the great burden
of Federal, state and local- debt,
and- with the tax.burden we face
in the long semi-war effor( ahead
(from which. there seems to-be no
escape), the contribution of Rezu-
lation X to financial, safety: be-
comes apparent.. In. faet I do. nat
hesitate to advance the opinion
that the time will come when
Regulation X will be looked back
on. as a lifesaver, .even- by the

_ diehards.

Mortgages

As your primary interest is in
the supply -of :mortgages, we will
start ‘with them. Foxtunately you
are; experts. in-this field, so the
discussion. can be short and to
the point.:, =

Regulation - X has been the real
estate . financing. “whipping  boy”
for. several ‘months. Some of the
things, which. mortgage bankers
have said about.it -have been ex-
treme;. to put-it mildly! The jus-
tificauon for- Regulation X from
a military or. rearmament stand-
point is apparent to any unbiased
reader of the daily newspapers.
The justification  from an eco-
nomic standpoint, likewise, should

be more than obvious to any of -

you gentlemen in the business of
real estate financing or construc-
tion,

*  Measured . by any objective
standard, Regulation' X was pro-
mulgated when the economy was
riding the crest of the greatest
housing -boom ‘the world has ever
known.  Moreoveér, because of cer-

-credit;

The purpose. of Regulation X
and the other restrictions was to
reduce the mflationary pressure
of further expansion of real estate
These- restrictions. ‘will
eventually have some .effect, .al~
though not nearly as much as the
complaining would .indicate.. As a
matter of fact, shortages of ma-
terials and direct government
controls, such .as the prohibition
of all construction for amusement
purposes and the temporary freeze
on commercial construction, which
is now being succeeded by licens~
ing, will probably -make all de-
mand restricticns largely academic
before many more weeks have
pased.

In any event, whether from di-
rect or 1ndirect causes, it now
seems reasonable to anticipate “a
decline of from 30 to 40% from
the swollen new mortgage levels
of 1950. Moreover, because of

widespread “beating the .gun’” en °

Regulation X, most of the decline
will come in the second half of |
the year, - But, before you do any-
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thing drastic about ‘this. decline,
‘pause and reflect that the reduced
volume will still be high by ‘any .

‘historical standards‘

- Corporate Bonds

. Capital outlays now planned. for
1951 are greater than.in any.year
of our ‘history. Total plant and
equipment outlays for- 1950 are
estimated. as' about- -the same as
the -$18.1 billxon spent for the
same purposes in 1949, but in 1951,
expansion of $21.9 blllion is under
way,; according to a speeial survey
of “business plans. made - by- the

-Securities znd. Exchange Commis- :

sion and the Department of Coin-
merce. This.total is.21%: higher -
than the estimated outlays . for
1950 and about’14%_ higher than-
the peak outlays in 1948. .

Allowing for’ the rise in capital
goods costs during - 19.)0 thephym-
cal volumé of ‘outlays. in 1951 is
currently anticipated at-abont17%
above actual expenditures in.1950.
In view of the tight'materials and
manpower sxtuation “which  will
result from i mcreasmg deferise ex-
penditures, there is. considérable -
question whether this. expansion
will be fully realized in 1951, =

In addition to' physical expan-
sion, increased volume, expanding
mventories and. other working
capital requirements will probably
push total new capital ‘require-
ments past $30° billion. .

- Should this not. mean a greaily
increased supply of corperate se-
eurities coming :to. the market?
While no one can be. certain, I
doubt there will be much change,
if any, in.the total. of corporate
bonds and. notes offered investors.

So..that. you ‘may: reach: your
own conclusions and .also revise
them from time -to time as “the

Continued on page 33
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Faith Yields Priceless Dmaénasa
Absolutely Free of All Tax
—And Yet Trees Never Grow to. Heaven

The following is a reprint from an
advertisement of May 4, 1938:

INFALLIBLE TRUST

NEW YORK TIMES
BUSINESS INDEX

ESTIMATED NORMAL=100

111.2% AUG. 14, 1937

75.4% APR. 23,1938

Henry Ford rcccntiy said, “We are all on the spot.”

Present.times leave us with little faith in man, It
is time to make practical application of the time-
honored declaration “In God We Trust”, .

" Invest in and patronize American business,” now
at75.4% of normal, and get a yield of a happy and
prosperous- United States of America,

Cheer and optimism, not fear and pessimism, will
move the index line back to normal,

CARR O’'BRIEN COMPANY. '\

<3'i?’ as ok

'179.5% JAN, 13, 1951

e ises B T meillen o s - 1500 Walnut Street, thladelphta 2.

Sth Sesmon, Conference on Mortgage " S B : PSR
Lending  in_a Mnhlary Economy, New ° i : P T @ . T
York City, Feb. 1, 1951.
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‘Don't Be

Afraid of the Market!

By LUCIEN O, HOOPER* ) :

Analyst, W. E. Hutton & Co., Members New York Stock Exchange .

Mr. Hooper suggests that stock prices are not high, since they
represent far greater earnings, dividends, and book values per
share, than in the 1920s. Concludes added speculative courage
now is merely curing long previous attitude of undervaluation.

" To anyone who looks at values,

In 1930 (when the Dow Indus-

and sees where the demand for trials sold at a high of 294) stocks

stocks is coming from, there is
little to suggest that stocks are
high. The
stocks we are
trading in to-
day are much
better equities
than we were
handling in
the 1920s or
the 1930s.
They repre-
sent more
earnings,
higher divi-
dends and
much higher
book values.
They repre-
sent all the
earnings
which have been retained (not
paid out in dividends) for the past
20 years. Today stocks are being'
traded 1in—dollars. which have a
purchasing ' power of about 55
cents "a§ against -a  purchasing
power--of 108 cents in 1933, 83
cents in 1930 and 81 cents in 1929,
When you' buy stocks, you buy
assets  which are replaceable only
with dollars—so the depreciation
in the dollar is a legitimate thing
to consider in'a proper appraisal
of equities, -

i g

ey

L. O. Hooper

*A summary of Mr. Hooper’s remarks
before the New. York Society of Security
Analysts,” Schwartz’s Restaurant, New
York City, Feb. 2, 1951, .

were appraised at 29.4 times earn<
ings of $10.08 to yield 2% % on
dividends of $7.44. Today the
Dow Industrials are selling around
250, while earnings last year are
estimated at $25.50 (after retro-
active EPT) and dividends at
$15.70. This means that stocks to-

- day are sélling at 9.7 times their
'.© 1950 earnings to return 6.1% on
¢ their 1950 dividends.

~ The statement frequently is

" made that stocks are higher than

at any time since 1930. Actually,
if stocks were as high as their
1930 tops on the basis of earnings
and - dividends, the Dow Indus-
trials- would ‘stand at somewhere
between 630 (on the basis of divi-
dend return) and 750 (on the basis
of earnings). Arithmetically, such
computations  mean' absolutely
nothing—but - qualitatively  they
mean a lot. i

" During the past 10 years inves-

tors have become so accustomed -

to- extreme undervaluation for
equities, and. to a reluctant- mar=
ket without a semblance of cour-
age, that it is hard for them to be
more realistic and to comprehend
the fact that the’attitude of in-
vestors is changing. I do not think
the present is any time to be afraid
of the price level. Both the in-
vestment demand for stocks and
the speculative demand for them,
which is something. new .recently
added, are very strong.”

The Bull Market's Final Phase

By JOSEPH

MINDELL* g

Partner Marcus & Co., Members New York Stock Exchange

Author “The Stock Market.”

(% T * :
Market analyst, while conceding bullish influence, maintains
adverse factors, as excited ‘public” participation, over-adver--
tising of inflation, reduced earnings prospects, higher taxes and
excessive inventories, presage a major market decline.. .

It doesn’t require a microscopic
examination of the economic scene
to isolate and discover the bullish
forces that have sparked the 60-
point stock
market rally
since last July.
In' the main,
these forces
have been: (a)
good yields,
with a favor-
able ' spread
between stcck.
yields and
bond yields;
(b)- a broad-
ening interest
in tommon
stocks on the
partof-the :
g'eneral 'p‘ul?- Joseph Mindell
li¢, the rapid« ! o
Iy growing open-end trusts, and
the new pension funds; (c) per-
sistent deterioration of the dollar;
(d) armament production that
virtually guarantees a record level
of business activity; (e) the gen-
eral impact of inflation and the
wide publicizing of it. As the Na-
tional City Bank letter very aptly
l1abels it “inflation by publicity”—
the Government and press have
helped generate a wave of scare
buying in many fields where only
a catastrophe could produce short-
ages. [

,The market rise still has power-
fol momentum,; It e

el A
ts-ea Cently:
A talk by Mr.- Mindell ‘b

v Y. Society “of Security

. lRestaurant, New Yo,

Srivar_!z’s
Feb. 2, 195

:the traditional tail-enders

as (risg_n,a f’éw’-'; duction Which is due latér in 1951,

gurface . everything 1ooks " propi-
tious for. the immediate future.
This is the phase of the market
rise when nimble traders can
make fast profits on the most
trivial, and often erroneous, evi-
dence.

What's Ahead?

What lies beyond this traders’
paradise? What is the background

likely to be when this market rise
~ loses 'its . momentum? There " are

many characteristics of the excit-
ing final phase of a market rise in
the very strength now. The gen-

eral public is buying on the rise, .

as is shown in the.odd-lot figures;
the cats and dogs are active; there
is an air of intense market excite-
ment, and the stock market rise ‘is
front page news day. after  day;
are
strong;, the laggards are “coming
up; and a new surge is occurring
in_some- ¢f the recently sluggish

blue chips.' © |

* Adverse Business Factors

Total activity for 1951 should run
around 1950 levels. But there will
be some adverse profit factors:

(a) There will be an indeter-
minate time interval between the
drop-off in civilian production,
because of shortages and curbs,
and the high level armament pro-

Chus 'the -specific - timing of - de-
fense orders will have an impor-

~-tant bearing.on first-half earnings.
~'Any delay will show up as re-
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duced earnings for many compa-
nies. ' - !
~(b) There will bé lower profit
margins on Government business,
and ‘the stock market will capital-
ize these profits at a lower price-
earnings ratio because of the risk.
of rénegotiation in the future.

. (¢): Scarcity .and interrupted
schedules will cause dislocations
in production—and such disrup-.
tions in the flow of materials and
production lines show up ad-
versely. in the profit figures.

(d) The wage freeze is unlikely
to be enforced as rigorously as the
price ceilings on finished ' goods:
Notice how John L. Lewis exerted
pressure successfully for a wage
increase for coal miners, and how

his. victory spurred the railroad . t
- Stocks-~1950 analysis of 30-lead-

unions into immediate action.

~.(e) There will be increased cor-
poration taxes, which will cut into

the dividend rates of the types of *

corporations who pay out most of
their earnings, and -a possible in-
crease “irr the-62% overall ceiling.
Individuals’ Money Squeeze
Also the money supply for in-
dividuals will be squeezed in com-
ing months by higher taxes, the
imposition of further excise taxes
on many of the things which they
buy, and’a‘continued general. rise
in ‘the cost-of-living part of the
average family budget.
The. public, as well as business
at large, have been buying ahead
to excess.' This wave of buying in
excess of current and nearby con-
sumption is one of the dominating
inflationary forces of the moment.
In-its present condition, the econ-
omy would be vulnerable to any
shift. in- the . international winds
that might slow the pace of arm-
ing and stockpiling.
- Business, knowing that raw ma-
terial prices will rise via selected
shortages,” premiums, and gray
markets, etc., wants to carry the
largest possible inventory.. There

. Co,,

Dealer-Broker Investment - -

th

- Recommenduations and Literature

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

Air Transport Industry—A study
of the Strategic Position—Kidder,

Peabody & Co., 17 Wall Street,.

New York 5, N, Y.

Amott Baker Realty Bond Price
Averages—Bulletin—Amott, Bak-
er & Co., Inc., 150 Broadway, New
York 7, N. Y.

Bank -and Trust Companies’

ing stocks—A. M. Kidder & Co,,
1 Wall Street, New York 5, N. Y.

“Close-Up”—Brochure reveal-
ing the behind-the-scenes story of
an American- investment service
at Wwork—=Francis 1. du. Pont &
1. Wall ‘Street, New York 5,
NAX i an® e

Government Bond Portfolios —
Breakdown — Laird, Bissell &
Meeds, 120 Broadway, New. York
5, N: Y. :

Also available is a breakdown
of Sources of Gross Income.

How to Make a Killing in Wall
Street and.Keep It!—Formula for.
market gains plus “fabulous forty”
stocks. which made spectacular
percentage gains in the last bull
market—$1—Dept. 6, McKay, 225
Park Avenue, New York 17, N. Y.

. Leading Banks and Trust Com-
panies of New York—75th con-
secutive quarterly comparison—
New York Hanseatic Corporation:
120 Broadway, New York 5, N. Y.

Market X-Ray Graph: 78 stocks

whose -appreciation - possibilities
offer-an opportunity for profit jon

is’ amr accumulation . of . goods 'far-@-- limited “risk plan = Available

.aBove’ cutrent réquiremeénts. This’

is' apparent. in the' statistics of

“commercial loans—and geograpli-

ically is a nationwide  phenome-
non. -It is particularly noticeable-
at this time which normally is a
period of seasonal contraction in
commercial loans. Because of this
broad trend,- the working: capital
needs “of American busin€ess -are
rising swifty. ; g e

The Government has been ap-
plying fiscal and credit brakes to
the eeonomy in recent months,
with no great effect. But this at-
tempt is likely to continue as the
inflation appears mdre menacing.
Curiously, we do not today have
the deficit financing which has

with a four-week trial subscrip-
tion, which includes current Mar-
ket  X-Ray* Graphs and explana-
tory manual, “A New Look Inside
The Market.” — $5 — Dept. C-2,
Market Action, Incorporated, P. O.
Box 986, G. P. 0., New York 1,
N.:- Y. :

- Méen, Mills and Timber — Bro-
chure describing the company’s
50 years of progress in the Forest
industry — Weyerhaeuser Timber
Co., Tacoma 1, Wash.

Motion Picture Stocks — Anal-:
ysis — Bruns, Nordeman & .Co.;-
321-323 Broadway, New York 7,
N. Y. -Also available is an anal-
ysis of - Electric Bond and Share
Company. ) E

.New York >City Bank Stocks—
Year-end comparison and analysis

* of 18 New York City Bank Stocks

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

 New York City Housing Author-
ity Bonds — Charts- showing the
outstanding bonded: indebtedness
of each issue arranged -according
to coupon rate withproject num=
ber, date of issue, maturities and.
the nearest call date-and call price
~—Copies may be had by writing
to Municipal Bond Trading Dept.,
Ira Haupt & Co., 111 Broadway,
New York 6. N. Y.

'~ Also available from Ira Haupt
& Co. is a review of Farm Equip~

- ments and Food Oils. ?

1951-1956 Trend Outlook with
two "charts, - detailed month by
month for 1951, and general ex-
pectations ahead to 1956—$35, or:
with one year weekly bulletins,
both inclusive, -$125—James Mars
Langham, Box 795, Santa Monica,
Calif.

" 0il Securities in a High Tax
Economy—Analysis—H. Hentz & -
Co., 60 Beaver Street, New York

4 N. Y.

* Over-the-Counter Index~Book-
let showing ‘an up-to-date com=
parison betweenthe thirty listed
industrial stocks used in the Dow=
Jones Averages and  the thirty=
five over-the-counter @ industrial
stocks used -in. the National Quo-
tation Bureau - Averages, both as
to yield and market performance
over an eleven-year period—Na-
tional . Quotation Bureau, Inc., 48

Front Street, New York 4, N. Y.
" Recommended for Purchase —
Brief data on 12 issues which ap=
pear. interesting—Eastman, Dillon
- Continued on page 43

sparked our recent inflation flur- . °
ries. On the contrary; the Gov- ...’

ernment is today taking more out-
of: the cash stream than-it.is put-
ting in.

Thus. the stock” market rise has
reached its final phase against a
background. of business vulner-
ability ‘and financial squeeze. The
consequent . stock pricé decline
will take place under more dan-
gerous conditions than. those. of

‘the last few years. The long-térm

depreciation ‘of the purchasing
power of the ‘dollar does not eli-
inate the. possibility of. severe
{emporary corrections, as we saw
in.1946, 1948,1950.

* “Walston' Hoffman Adds 4 .

What lies’ ahead. for business? -

» (Special to' THE FINANCIAL CHRONICLE)

SAN FRANCISCO,. Califi —
Charlés M. Aléxander,  David:J.
Jue, Hoy Quon, and Alpha C.
Ruddell are now with Walston,
Hoffman & Goodwin, 265 Mont-*
gomery Street, members of the
New York and San Francisco
Stock Exchanges.

With Investment Service -
. ‘(Spécial to THE F’mANgAL pnkqmpt.s) _—
DENVER, Colo.—James L.
Walker is now associated with

Investment Service Corporation,

650 17th Street,

- TWIN CITY SECURITY TRADERS ASSOCIATION

) The Twin Citf ‘"gecurity Traders- Association announces that -

the Association’s annual outing, “Operation Fishbite,” will be '

“"held June 22nd, 23rd and 24th at Gull Lake. :
. ¢

INVESTMENT TRADERS ASSOCIATION OF PHILADELPHIA

day, Feb. 21, 1951,

. . The Annual Mid-Winter:Dinner of the Investment Traders

Assoeiation will be held at thé Benjamin Franklin Holel Wednes-

SECURITY TRADERS ASSOCIATION OF NEW YORK
The Security Traders Association of New. Yotk (STANY) :
Bowling League standings (2nd half) of Feb. 2.are as follows:

‘"Team—

Donadio (Capt.), Demaye, O’Connor; Whiting; Workmeister -
Burian. (Capt.), Manson, King, Voccoli, G. Montanyne___
Bean (Capt.), Kaiser, Growney, Gronick, Rappa--_:_>-_- -
» Krisam (Capt.), Bradley, Montanyne, Weissman,; Gannon' -
Greenberg (Capt.), Sullivan, Stein; Wechsler, Siégel. )
‘Goodman (Capt.), Casper, Valentine, M. Meyer, H. Frankel
Huntet, (Capt.), Lytle, Reid, Kruge, Swenson :
Serlen (Capt.), Gerster, Gold, Krumholz, Young o
H. Meyer- (Capt.), Smith, Farrell, ‘A. Frankel, La Pato___
- Mewing (Capt.) :Klein; Flanagan, Manney, Ghegan ;
Leone (Capt.), Krasowich, Nieman, Pollack, Gavin
Kumm (Capt.), Weseman, Tisch,

P

. * Won Lost

00 D9 DO DD 10 KD b=t bt i et e S

Aope

Strauss, Jacobss

Ricky'r Goodman (Shields & Co.) had high seriées of 627 with -

Gregory) had high game of 233.

three -games of 204, 214, and 209. Joe Krasowich (Bonner &'.

gitized for FRASER
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Heur HENRY J. TAYLOR on the air every Monday evening
over the ABC Networl:, coast to coast.

FEN
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KEY VALUES

FOR 1951

A.LL THE NEW General Motors cars for 1951
are now on display.

The finest models yet produced by Chevrolet,
Pontiac, Oldsmobile, Buick and Cadillac—they
are centers of attraction everywhere.

You will find each as thrilling to drive as it
is to behold—each distinguished by important
new advances in styling and ease of handling
that have been years in the making,

For each has benefited from the continuing
program carried on, year after year, by
GM’s research, engineering and production
staffs to develop betterments in materials

and construction for use by all General.

Motors cars.

This exploration is concerned with a multitude
of things—from window glass and finishes to
metallurgy and the chemistry of fuels. The

net result is the richer beauty, finer quality
and superb performance that make the new '
GM cars the key values for 1951. -

We believe they will supply the better trans-
portation millions of Americans still need, and
invite your critical inspection—at the show- .
rooms of your local GM dealers.

Standard equipment, accessories, trim and models
are subject to change without notice,

GENERAL MOTORS

“MORE AND BETTER THINGS FOR MORE PEOPLE™

CHEVROLET e« PONTIAC * OLDSMOBILE ¢ BUICK ¢ CADILLAC

BODY BY FISHER ¢ GMC TRUCK & COACI

Your Key to Greater Value ‘»'/4%/'

The Key to a j’

General Motors é.’/ car

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




!0 (622)

Bank and Insurance Stocks

By H. E. JOHNSON

Tkis Week—Bank Stocks

The Corn Exchange National Bank and Trust Company and
Girard Trust Company, two of the major banks in the Philadelphia
area, have announced their intention to consolidate the operations
of the two institutions.

Final plans to effect the combination have not yet been made
public or completed. When completed and accepted by the boards
of the respective institutions, they are to be submitted to the
stockholders and the banking supervisory authorities for final
approval.

According to the plans announced so far, the combined bank
will be named Girard Corn Exchange Bank and Trust Company.
Present stockholders of both Corn Exchange and Girard  would
receive one share of stock in the combined institution for each
share of stock of Corn Exchange and/or Girard Trust now owned.
Personnel of both banks would be absorbed into the new insti-
tution.

In view of the fact that the shares of each bank are to be
treated on an equal basis, a review of some of the per share
figures for the past several years is in order. Girard Trust has a
fiscal year ending Nov. 30 and the earnings are for the year
ending at that time. K All other comparisons are on an annual

basis.
. Girard
Trust

Corn
Exchange

$4.75
4.47
4.60

47.94
46.77
45.68

2.50
2.00
2.00

52%5-44

461»-407

45,37 4315-38Y,
51 51

The above figures have been taken from published reports
and appear to be in line with the exception of book value per
share. It may be that an appraisal of real estate holdings and
consideration of reserves would narrow the difference. Of interest
is the fact that both institutions reported the same per share
earnings last year. ‘ , g

Providing the combination is accomplished the new bank
would have deposits of approximately $495 million, 684,375 shares
o'f stock outstanding and capital funds equal to about $38.5 mil-
lion. In point of size Girard Corn Exchange Bank and Trust
Company would be the third largest banking institution in Phila-
delphia, * s R .

Philadelphia National Bank, with deposits of $766 million, is
the largest bank, and Pennsylvania Company ‘for Banking &
Trusts, with- deposits of $669° million, is now second. - Corn
Exchange is now third with deposits of $279 million and Girard
fourth with $216 million in deposits.

; Th_us, the combination would not change their relative posi-
tion with respect to size. A larger bank, however; should be able
_to offer a more.comprehensive banking service to customers and
effect certain operating economies,

. One of the interesting features of the proposed‘ combination
is that it is different from some of the recent mergers.which have

52 -431h
.4615-39

taken place-in New York City. The mergers in New York have

wbeen_accomplished_ by a reduction in capital.. In fact, this has
been one of the primary purposes. of the merger. - This points up
one of the problems of New York banking where earnings have
been adversely affected by the low level of interest rates.’

Bar@king capital ig not being reduced in the combination of
Corn Exchange and Girard Trust. The advantages in the combi-
nation, if any, arise from the services to be provided and operat-

ing efficiencies achieved through a larger institution.

With Francis I du Pont

(Bpecial to THE FINANCIAL CHRONICLE)

_ CHARLOTTE, N. C.— Mrs.

With Cruttenden Co.-

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, Il — George C..

““helma G. Cloaninger is with
Francis 1. du Pont & Co., Liberty
Fife Buil.di‘ng. Mrs. Cloaninger
was previously with Harris, Up-
ham & Co. and Goodbody & Co.

Swallow is now associated with
Cruttenden & Cg., 209 South La
Salle Street, members of the New
York and Midwest Stock Ex-

cha}nges_
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_Eric Morse Pres. of
W. C. Pitfield Co.-

- W. C. Pitfield & Co., Inc., 30
Broad Street, New York City, an-
nounce the appointment ‘of Eric
S. Morse, Vice-President of W. C.
Pitfield &
Company,
Limited, and
now resident
in New York,
as President
of their com-
pany.

Mr. Morse
is a Canadian
and ‘has been
engaged in
the financial
business in
Canada for
over 25 years.
In addition to Eric .S. Morse
being Vice- .
President of W. C. Pitfield &
Company, Limited, he is also a
director of a number. of other
leading Canadian companies.

- SEG Gommissioner

‘McGormick to Speak

Hon. Edward T. McCormick,
member of the Securities and Ex-
change Com-

mission; will

discuss the

_topic,  “Are

- We Protecting

® the Nation’s
Investors?”

before the

Laymen’s

League of

Unitarian

Church of All

Souls,. 80th

Street and

Lexington -

Ave, New

York City,

E.“T. McCormick = Tuesday eve-

o % ning, Feb. 13,

at 8:30 p.m. Peter I. B. Lavan, of

Stroock and Stroock and Lavan
attorneys, will preside.

‘Bache Co. Admils
“Rubin as Pariner

Bache & Co., 36 Wall Street,

" New York City, members of the
New York Stock Exchange and.

other leading exchanges, an-
nounce that Joseph Rubin, for
many years manager of their San
Antonio, Texas, office, was ad-

. mitted as a general partner in the:

firm Feb. 1. .

. 'The -firm  also announced the
retirement of, John- J.” Ryan, Jr.,
James ‘C. Ryan and Frank T.
Ryan as general partners at the
close of -business Jan. 31. On
that date the limited partnership
interest of - the late Joseph M.
Ryan terminated. S iy "

Two With Joseph Jordan

(Spe(_:ial to THE FINANCIAL CHRONICLE)

BOSTON, Mass. — Inez R.
Kerker and Boleslaw J. Tobiasz
have joined the staff of Joseph F.
Jordan & Co. 79 Milk Street.
Both were - formerly associated
with R. H. Johnson & Co.

Bréakdown of:

Govt. Bond Portfolios

Breakdown of;

Sources of Gross Income

Laird, Bissell & Meeds
Members New York Stock Exchange
Members New York Curh Exchange
120 BROADWAY, NEW YORK 5, N, Y.
Telephone: BArclay 7-3500
. Bell Teletype—NY 1-1248-49 .

; ‘L. A, Gibbs, Manager Trading' Depb.)!
: Specialists in Bank Stocks

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

NATIONAL BANK
ot INDIA, LIMITED

Bankers to the Government in
Kenya Colony and Uganda
Head Office: 26, Bishopsgate, -

London, E. C,

Branches in India, Burma, Ceylon, Kenya
Colony, -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
. benking and exchange busigess

Trusteeships and E

also undertaken

ships

v

ASST. TRUST OFFICER

FOR NEW JERSEY BANK

Available immediately.i Broad

qualifications. . . . Opportunity—

then salary consideration. Resume
on ‘reque-st. Box F 125, Commercial
& l'-‘i‘nancjial Chronicle, 25. Park
Place, New York 7, N. ¥,

'NEWS. ABOUT BANKS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED be
CAPITALIZATIONS

AND BANKERS

William I. Spencer has been ap-
poinited an Assistant Vice-~Presi-
dent of The.National City Bank of
New York. For a number of years
Mr. Spencer has been an officer of
the Chemical Bank & Trust Com-
pany where he was principally
concerned with the handling of
accounts in the commodity and
shipping lines.

At a meeting of Directors of
City Bank Farmers. Trust Co. of
New York on Feb. 6, Richard S.

"Perkins was elected Executive

Vice-President and -will assume
his duties about March 1. At the
same meeting Francis Pitt was ap-
pointed an Assistant Trust Officer.
Mr. Perkins has been ‘in the in-
vestment securities business since
1929. He was with Thompson Fenn
‘& Company in Hartford and Wood
Struthers . & Company  in New
York prior to his association with
Harris Upham & Co. where he
became a partner in 1936. During
World War 1I, he was with the
staff of the Aircraft Production
Board as a dollar a year man. Mr.
Perkins has been a Director of
City Bank Farmers Trust Com-
pany since 1948. He is the son of
the late James H. Perkins who was
the President of The Farmers
Loan & Trust Company and of the
successor . company, City Bank
Farmers Trust Company, and later
was Chairman of the Board: of the
Trust Company and-The National
City Bank of New York, i
5 Eg #

The public opening on Feb. 1 of
a second Havana, Cuba, branch by
the Chase National Bank of New
York initiates a phase of expan-
sion by the bank in that area,
David Rockefeller, Vice-President
in Charge of :Chase ‘Latin Ameri-
can operations, said on Jan. 31 in
Havana; Mr, Rockefeller; with Otto
T. Kreuser, Vice-President, repre-
sented the bank’s head office. in
New . York at the opening. cere-
monies of the new branch

shopping section of the city. It was
disclosed that “within a month”
the Chase will open a third branch
in Marianao where it will 'serve
an - important residential - com-

“munity. - Mr. ‘Rockefeller . pointed

out that sirice 1925; -when the
Chase first purchased its original
Havana branch at Aguiar 310, it
has. devoted its efforts primarily

to the financing. of sugar, Cuba’s

most important crop and most im-
portant sourcé of livelihood, He
added that with new branches.the

bank is ready to serve Cuba’s .

more diversified .economy of re-
cent years.
& * £ L

Arthur S. Kleeman, President of
Colonial Trust Company, of New
York announces the appointment
of Roger Brady II as Assistant
Controller. Mr, Brady is a gradu-
ate of McGill Institute; prior to
joining Colonial Trust in 1946, he
had been with the American Na-
tional Bank and Trust Company
of Mobile. He is a son of the late
Roger Brady, who had been a
Vice-President of the latter insti-
tution. s

£ Ed Ed

Harvey L. Schwamm, President
of the American Trust Company
of New York, announced on Jan.
31 the appointment of L. F. Fiam-
menghi as Vice-President and
Jeannette Levine as Assistant
Secretary of the company.
s . £ % #

E. Chester Gersten, President of

‘The Public National Bank & Trust

.Company of New York, has an-
nounced the appointment of. S.
Bernard. Adnepos as Assistant

.« Cashier., Mr. .-Adnepos . will be

in:
.Vedada, the modern business and

~Company. At

]
identified with the Broadway and
24th Street Office of the Bank.

C /

The Bank for Savings in the
City of Néw York is completing
extensive renovation of ‘its main
banking room, Fourth Avenue at
22d Street, built in 1894. Coupled
with necessary periodic redecorat-
ing, DeCourcey Fales, President of
the bank, pointed out there were
two problems needing special
attention: the removal of the orig-
inal dome, 55 feet above the bank-
ing floor, and modernizing the'
lighting. The dome, framed with
12 tons of steel ribbing and en-
tirely covered with heavy copper,
was centered over the main
banking floor. Immediately below
it, 800 square feet of glass ceiling
fanlight plate was also removed;
After more, than a half-century
of exposure to the weather,: the
copper housing of the dome was
gradually deteriorating. Because
of the design of the building, how-
ever, it was possible to avoid a
costly replacement by substituting
a flat roof and ceiling vault.

% % * ..

Alfred  G. Ruehle-- has' been’
elected Vice-President of Bankers
Trust Company of New York it
was announced on Feb. 7 by S,
Sloan Colt, ’ )
President. Mr.
Ruechle will
be in charge
of the Bank-
ers Trust
Company o f-
fice at 203
Montague
Street, Brook-
1 yn Mr
Ruehle comes
to Bankers
Trust from
Manufacturers
Trust Com-
pany where
he became -
Vice - Presi- A
dent ‘following the merger of-that
bank - with Brooklyn Trust, with
which he had been' associated for
21 ‘years. He. joined Brooklyn
Trust-Company in 1929. Prior “to
that he had been associated with
Farmers. Loan and - Trust: Com-
pany, and the Standard Insurance
Brooklyn - Trust
Company, at the. time- of the
merger with Manufacturers, he
held the title of Vice-President
and was senior:loan officer. He
was formerly a member of the
Board of Governors  of Robert
Morris Associates.

o arine # £ #* o

Elias A. Sadallah has been ap-
pointed an -Assistant Vice-Presi-
dent..of Manufacturers Trust
Company of New York and Wil-
liam D. Smith has been appointed
an Assistant Secretary, Henry C.
Von - Elm, President, has an-
nounced. Mr. Sadallah was first
employed by the company in July,
1931, as an Auditor, and, in May,
1940, was assigned to its Lexington
Avenue office as Assistant Man-
ager, where he continued until
entering military service in May,
1942. After his return from mili-
tary service he was assigned to
the Personal Loan Department as
an Assistant Manager, and in
January, 1948, was appointed an
Assistant Secretary. Mr. Smith
was first employed by the Old
Mechanics . Bank of Brooklyn in
July, 1923, and was assigned to
the Credit Department when
Brooklyn Trust Company ab-
sorbed the Mechanics Bank' ipn
1929. He was in -charge of opera-
tions of the Credit Department
when Brooklyn!Trust Company

Continued on page 35

Alfred G. Ruehle !
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By BENJAMIN F. FAIRLESS*

President, United States Steel Corporation

Mr. Fairless, pointing out masterminds- of. Moscow -recognize - -

| : '- :Targel fot Termites!

real source of America’s strength is’ tremendous productive

i capacity, stresses communist scheme to set upa
, - Trained Termites,” for-undermining our. industries by destroy-
i - .-ing confidence in.American business,
i +;--seeking to drive wedge between small

{
2

“Red Army. of .

“Accuses communists of
and big business. Lists

as basic dangers: (1) placing an-unhearable burden on. our
economy; (2) political interference with channels of produc-

- tion, and (3) extended period of emergency controls.

In my lifetime, I have weathered
three wars, a couple of panics and
the late depression, yet it seems
to me that there is more confusion
‘ : and uncer-
tainty ‘among
our people to-
‘day than I
have ever
witnessed be-
fore.Wedo
not seem to
know our own
strength, and
we are grave-
ly afflicted by
doubts. We d¢
know that we
are trying to
solve, over-
‘night, dozens
ofcomplex
4 ) economie
problems which .will profoundly
:affect every business ‘and. every
ifamily in America. We also know
that when we start tinkering with
wages, prices, profits, credit, taxes

Benjamin F. Fairless

and our system of production and .

distribution, a  single mistake
could well be fatal. We are, con-
vineced that no foreign aggressor.is
able to destroy us; but we are a
little afraid that we may destroy
ourselves, ;e

» Now it seems to me that much
of this-confusion-would disappear,
and that our chances of making a
fatal mistake -would “be ‘greatly
diminished, if only we could see
ourselves as the Kremlin must see
us—if we could stand for a few
minutes in Joe Stalin’s shoes, look
at our problems through his eyes,
and try-—deliberately—to plot the
downfall of America. How could
we destroy this Capitalistic Sam-
son? How could we manage to cut
his hair?

Well, if we were the master-
minds of Moscow, I think all of
.us. would agree that the real
source of America’s strength is her
‘tremendous’ productive " capacity,
.and that we must somehow cripple
Jit. .
Certainly we would recall thaf,
twice in this century, America’s
industrial machine has proved its
.ability to outproduce — single-
handed—every combination of ag-
;gressors that has-yet been put to-
gether. : . ’

Surely we would realize that the
.real 'secret of America’s over-
whelming productive power lies

harbor. It is everywhere — scat-
tered throughout the 48 states. To
destroy it completely—or even to
cripple it effectively — would
probably require more planes and
more bombs than exist in the en<
tire world today. We could do
some .damage, to be sure,. but
would it. help?: You can do a‘lot
of .damage to a .hornet’s nest by
poking ‘a hole in.it.with your
finger.” That ‘is—you can if you

want to. Personally,-I'don’t. And. :

I don’t think

Joe; . Stalin - does
either, Y :

Red Army of Trained Termites
No, when we study the situation
carefully from the Kremlin’s point
of view, we are bound to agree,
1 think that ‘there is only one

weapon which we could hope to * - - B L
--And . there, you have in ‘a nut-

use effectively for the destruction
of America’s industrial machine.

That weapon is our-Red Army
of Trained Termites. It numbers
from fifty .to a hundred thousand
troops; and it doesn’t have to be
landed on America’s shores. It is
already there. It has infiltrated
into yirtually every branch of the
American economy, It. is.an invis-
ible Army, because—outwardly-—
its members look exactly like any-
one else. Not all of them.wear
long hair, and-some of them even
wash their necks. <ol

.. Although they are  trained in

sabotage, their principal weapon is
a lie, or—still more dangerous—
a half truth. The battleground
over: which they fight is the hu-
man mind, and their conquest of
a single red-blooded American
brain cell may be more. signifi-
cant, in the last analysis, than a
shift of 10 miles on the battle-

front in Korea. In short,; they. do -

not crudely plan the murder of a
foe; they merely plot to instigate
his self-destruction.

And there, Gentlemen, you have
our Army of Termites. What in-
s ructions would we give them if
we were Stalin? What would be
our Order of the Day?

Of course, certain techniques
are elementary. The termites will
naturally ‘seek to fill ‘the ‘labor
press with savage  attacks upon
management. That will create un=
rest and “help them to foment a

succession of strikes which will -
‘paralyze—briefly, perhaps, but re-

peatedly—America’s communica=

.:attacl‘cuHere is their target for
~tonight—and every night! .

. They ‘must not only desfroy

they must create positive public
hatred of it. They must proclaim
that' Big Business is inefficient

- and monopolistic,"and that it pos+
- Sesses some vast, but unexplained,

power to work terrible, but un-
defined,. harm upon the . “little
people.” At one moment .it is too

. "big and is causing depression; and

at the next it is too small and is

- endangering: defense., But never

can-‘it'be just right, = . .
Most important of all, how-
ever, the termites must break up
the unity and the teamwork of
the industrial; machine by driving

" a wedge between Small and Big

Business. They. must depict Big
Business -as . a-. monster. which
swallows up Small Business, They.
must convince America’ that Big
Business waxes fat on war con-
{racts while Small Business
starves for the lack of work and
raw materials. No proof is:neces-
sary. They need only to repeat all
of these ‘charges over.and over
again until people begin to'take
them for granted as accepted facts:
But never, never, never must
they let anyone discover the fact
that Big Business and Small Busi-
ness are two halves: of the same
living, breathing, vital body; and
that if-. one-half is hacked ' to
pieces, the other will surely die!

Krémlin Plan to Conqufer/
America. . .

shell, a practical plan for the con-
quest of America. It is, I feel sure,
the exact strategy which we would
follow if we were sitting in the
Kremlin, and certainly. it is the
exact strategy that. Stalin is pur-
suing. To know . that; you have
only to look back at the stuff
which the Communist Press and
its . satellite sheets: have /been
printing "these past five or six
years: The- party line has been
very ‘busy, - i

Since the Communists invaded
Southern Korea Jast. June, of
course, - the :attack upon Bigness
has subsided somewhat:. * Every
thinking -American now realizes
fully that even the biggest com-
pany-and the biggest industry in
this country is not big enough to
produce all of the things that we
shall. want. and need for many
years to come,

Yet I have seeén and heard state-
ments recently that would bring
sheer delight to Joe ‘Stalin. He

public confidence in Big Business;’

t

couldn’t have written them better
himself — nor half so cleverly,
They were not designed to en-
lighten anybody, nor to contribute
to public understanding of the
complex problems that we face to-
day. They were clearly. calculated
to deceive and mislead: and they
were composed very skilfully of
distortions, half-truths and plain
misstatements of fact.-Gentlemen,
whenever we see statements like
that let us take careful note of
the authors and ' ask ourselves
what .country they are serving.
They may not be Communists
themselves, but clearly the ter-
mites have reached them. S

Now let me make one -thing
crystal clear; for I do not want
to be misunderstood. I am not
suggesting that anyone who dis-
agrees with me or who attacks
business, or industry or anything
else is necessarily a Communist or
a dupe of the Communists. If the
day ever comes when Americans
no longer feel free to stand.up on
their two hind feet and voice their
honest criticism of anything and
anybody;, there won’t be much left
in this country that is. worth
fighting ' for. Full freedom of
speech—a free press and’ a' free
radio—are our greatest defense—
and our only effective defense—
against the termites; for as long
as these rights exist, our. people
will somehow manage to recognize
and know the truth, just as they
always have, ’

‘But I do most earnestly believe
that every real American — es-
pecially .in these times — has a
deep and compelling obligation to
present his facts truthfully and
completely. Any man who seeks
deliberately to twist the truth and
knowingly to peddle confusion is
playing the Kremlin's dirty game,
and I .say that that man is a
mouthpiece for Moscow,

Against such .men; however, we
are not defenseless. We know what
Soviet strategy is; we know what
the termites are trying to do and
how they are trying to do it. So,
if we will keep that knowledge
constantly in our minds, we should
find it ‘easy,-not only toidentify
the termites and their mouth-
pieces, but also to frustrate their

plans. If we keep asking ourselves
what Stalin,would want us to do,
there will be much less chance of
our doing it.

- Basic Dangers to Guard Against
Now, as I see it, there are three
basic dangers to guard’ against as

G oy

(623) 11

we move back to a wartime foot-
ing: | .

First is the chance that we may
over-extend ourselves, place.an
unbearable burden upon our econ-
omy and precipitate a collapse. I
Russia can tempt us to borrow
ourselves into bankruptcy, ta
spend ourselves into, poverty, ox
to tax ourselves into stagnatiom,
Communism “will have won this
conflict without. firing a shot,
dropping a bomb, or risking 3
ruble, b : )

Fortunately, I believe that our
government and eur people are
firmly determined that we shall
not borrow ourselves into a dis-'
astrous inflation. Our capacity te
spend, therefore, will depend
upon our capacity to tax; and our
capacity to tax always depends
upon our capacity to produce, Te
spend more, we must produce
more. It is just as simple as that,

That means we shall need more
plants, more factories; and more
tools and this, in turn, will require
vast new capital outlays. At
United . States Steel’s new plant
at Morrisville, for example, it will
take more than $90,000 to provide
the tools that each production
worker will use; and there will be
4,400 such workers.

It becomes perfectly clear,
therefore, that our new tax laws
and our new economic controls
must not be so drawn as to pre-
vent the formation and flow of the
new capital upon which our ex-
panded production depends.
Otherwise, our ability to arm our-
selves ‘and our allies will be
greatly diminished. :

"The second danger—as I see it
—is the possibility of political in-
terference in the normal channels
of production. ‘ X

\'Today a number of people —
both in and out of Washington—
are sincerely and properly . con-
cerned-about the serious difficul-:
ties which some small businesses.
-are encountering during this tran-
sition period in industry. But I
was distressed, recently, to learn
of a statement that was made at
an img)ortan't Congressional hear-
.ing. It was said there that—dur-’
ing the last war — Big Business'
had fed richly off of war contracts
and that Small Business had only
fed on the crumbs.from the table.
I. was disturbed because that:
statement isn’t true and because'
the "people present should haVe‘
known it. Yet it seemed’ to be

Continued on page 36

The Nashville,
" Railway Equipment Trust, Series G-

_$2,415,000 '

Chattanooga & St LO‘“S

2%% Equipment Trust Cc"rtiﬁca'tes,
quip
it * (Philadelphia Plan) =

To matufe $161,000 amnually on eich Iebruary 1, 1952 to 1966, inclusive

tions; transportation and:produe-
tion. They will naturally - seek, .
moreover, to convince the Ameri-
can people that each economic
group is greedily striving to gain
selfish advantage over some other -
economic group. They will try to '
turn - housewives against the
farmers; farmers against labpr;
business against the government;
and government against business.
But that, of course, is just rou- -
tine. The primary job of these .

in-the fact that all the individual
parts of that machine-— big and
small—work “together in. perfect
unison—each doing the exact job
for: which it is best fitted by
reason of its size and experience.
- So, inevitably, we as Russians
would conclude that our first task
is to disrupt that machine—break
it apart—and destroy it if possible,
Until that had been done, I do
not think we would want to start
a total war with the United States;
and if it can be done, we won’t
need to fight a war at all. )

. The question is: How do we do

it? S o b
. We  might, perhaps,. try ‘one
great, all-out, sneak attack — a
gigantic Pearl Harbor; but I don’t
think we'd want to risk it. Ameri-
can industry isn’t a fleet of ships,
conveniently bottled up in one

ayment of par value’ and dividends by
ville, Chattanooga & St. Louis Railway.

To-be guaranteed mzcaﬂdxitinnql? as to endorsement

. by The Nas

‘M- Priced to Yield '1.90%{0:-'2.65%_,‘{ accorc}irig 10 nhaturity

Issuance and sale of these Cerlificates are subject to quthorization by the Interstate Comm?rccdiommiss;oﬂ.

i 5 . . The Offering Circular may be obtained in any State in which this anuouncement is circulated from only
Xrerlrgll’ﬁ:r: i ntc{]uest?f:lt 2:;31?31 eOfNE:Rs - v .vuc/zfof lfz undm'ignegi and other dealers as may lawfully offer these Securities in such State.
how shall they attack it? § S . ) - ' '

Here again I think the answer i
is obvious. There is just one thing
that- distinguishes American in-.
dustry from that of other nations
— ‘one thing that America has, .
which no other nation possesses in -
equal degree. That is America’s
most powerful nen-secret weapon
— so-called Big Business. Here .
then is the focal point upon which
the termites must center -their .-tk

_ ' HALSEY, STUART & CO. Inc. - ki
R. W. PRESSPRICH & CO. . i l-'.R!}:EMAN & COMPANY
| ' MCMASTER HUTCHINSON & CO.

. *An address by Mr. Fairless before the
Sales Executives Club of New York, New
York City, Feb. 6, 1951.
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Prospectus upon request from
your investment dealer, or from

NATIONAL SECURITIES &
RESEARCH CORPORATION
120 BROADWAY, NEW YORK 5, N. Y.

Sospectus from
J:cwr investment dealer
or
PHILADELPHIA 2, PA.
.
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Bought 200 shares at 734,

A]‘tliutuﬁa—lv F unﬁs

Fidelity Investm’t Associates
Illustrates ‘HIFO’ Account’g

Fidelity Investment Associates
has made the following report
concerning its recently - installed
“HIFO” accounting system, re-
ported in a previous issue of The
“Chronicle.”

According to Fidelity, when a
block consisting of more than one
unit ‘of a given security is ac-
quired in a series of transactions
at different prices and later sold
in a series of transactions ex-
tending over a longer period
than a given fiscal period, the
resulting profit or loss in the
given fiscal period can be calcu-
lated in any one of a number of
ways. From its incorporation to
Dec. 31, 1950, it was the policy
of Fidelity Investment Associates,
Inc., to calculate such profits or
losses on ‘a “first. in, first out”
bacis. Effective Jan, 1, 1951, the
HIFO or “highest cost in, first
out” method has been adopted
pursuant to action of the Board of
Directors.

The difference may be illus-
trated by the following example:
Fidelity owned on Dec. 31, last,

600 shares of Southland Royalty

Co. This represented the result of

a series of transactions, in chron-

ological sequence as follows:
100 at

By ROBERT R. RICH

7Y, 100 at 8, 100 at 7%, 100 at 14,
200 at 14%, 200 at 13%, 200 at
127%, all prior to Dec. 31, 1945, 100
at 4115 in 1950; sold 200 at 417,
100 at 43, 100 at 42, 100 at 34%,
100 at 33, 100 at 333%4. If, in future,
100 shares should be sold at, say,
48, the profit on the FIFO basis
would have been calculated
against the cost of 100 shares
bought at 14%; under the new
method, profit would be calculated,
on the basis of the highest priced
stock, that lot bought at 41%.

Use of the HIFO method will
obviously tend to minimize real-
ized profits, maximize realized
losses. It will thus tend to keep
unrealized ® appreciation in value
of securities higher in good mar-
kets and unrealized depreciation
lower in bad markets than those
figures would be, if the FIFO or
“first-in, first-out” method were
continued. The Fund is firmly
convinced that a sound speculative
investment policy necessitates a
readiness to take losses, a reluc-
tance to take profits.

The following table gives actual
profits realized for the three years
and nine months ended Sept. 30,
1950, calculated on the “first-in,
first-out” (FIFO) basis and the
corresponding figures which would
have been shown, if the HIFO
basis had been in effect since
Jan, 1, 1947, '

Actual (FIFO)

1947
Proceeds sales of securities.....
Cost of securities sold

$180,095.
168,4617.

1950
(9 mos,)
$115,927.45
93,815.87

1948
$199,489.96
180,273.72

1949

$134,255.54
117,519.96 -

97
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Incorporated Investors
Increases $23 Million

The net assets of Incorporated
Investors increased from $73,165,-
336 to $96,781,398 during the year
ended Dec. 31, 1950, according .to
the company’s annual report re-
leased today. Net asset value per
share increased from $22.44 to
$28.98 after payment of a 90 cent
distribution per share, or an in-
crease of 33.1% during the year.
Dividends from  investment in-
come totaled $1.43 per share. At
the year end the total unrealized
profits amounted to $31,101,635.

The President stated that the
company has a fully invested po-
sition in common stocks, believ-
ing that further inflation is in-
‘evitable and that high yields and
earnings make common stocks at-
tractive. Fifty-one percent of the
portfolio.is at present invested in
the common stocks of railroads,
oils and papers. These industries
are believed to have an excellent
base for excess profits tax and will
have a large share in the defense
economy and, in the case of oils
and paper, their vast resources are
of great value, ‘

Keystone Funds
Show Gain

Combined net assets of the ten
Keystone Custodian Funds on
Dec. 31, 1950, reached a new high
of $224,594,800, it is disclosed by
the annual reports of Keystone
Funds Bl and K2, made public
today. This figure includes un-
distributed income. The year-end
total represents an increase of
$25,982,300 over the combined as-
assets of $198,612,500 at the close
of 1949.

Net assets of the Investment

Bond Fund, Bl increased to $11,-
862,947 at the end of 1950, equal
to $27.36 per share, This compares
with $7,746,163 on Dec. 31, 1949.
During the year, the number of
shares outstanding increased from
281,454 to 433,634,

The Keystone Speculative Pre-
Continued on page 36

GROUP
SECURITIES,INC.

59th CONSECUTIVE
DIVIDEND

The following First' Quarter dividends
from net investment income have been
declared payable Feb. 28, 1951 fo
shareholders of record Feb, 16, 1951.
Funds:

Institutional Bond

General Bond

‘Fully Administered

Common Stock

Low Priced Stock

Industry Classes:

Automobile

Aviation

Building

Chemical

o~

Industrial Machinery. ...
Investing Company
Merchandising
Mining. . .. .ocoeneones
Petroleum

Railroad Bond

Railroad Equipment
Railroad Stock

Net profit on sales of securities

Federal income taxes applicable 486

$11,628.
.52

28 $19,216.24

2,800.00

$16,735,58
2,400.00

$22,111.58
1,660.00

Profits realized after provision
for Federal income taxes._..

* Adjusted

$11,141.96

$x§,416,;4
(HIFO)

$14,335.58  $20,451.58

EATON & HOWARD _
'BALANCED FUND

EATON & HOWARD
STOCK FUND

PROSI‘EC'I‘USEé OF THESE T}IVO MANAGED INVESTMENT FUNDS
MAY BE OBTAINED FROM YOQUR INVESTMENT DEALER OR

EATON & HOWARD
INCORPORATED

BOSTON
INVESTMENT MANAGERS FOR OVER TWENTY-FIVE YEARS

$115,927.45
96,136.56

Proceeds sales of securities.... $180,095.97 $199,489.96
' Cost of securities sold 170,984.34  183,195.97

$9,111.63
None

$134,255.54
118,884.58

$15,370.96
2.060.00

Net profit on sales of securities
Federal income taxes applicable

$16,293.99
2,070.00

$19,790.89
1.480.00

Profits realized after provision

for Federal income taxes_._.. $9,111.63 - [$14,223.99  $13,310.96  $18,310.89

* Prospactus from your loss] Beater, or On the HIFO basis distributions Ltd. is of a more aggressive de-

to stockholders from capital gains sign, as under its charter it is per- 24 Federal Street 3
in 1947 would have exceeded such mitted to employ a percentage of BOSTON
gains by $1,481.47; in 1948, 1949 borrowed funds to augment hold-
and the first nine months of 1950 ings and increase both income and -
would still have been fully cov- capital appreciation, The new
ered by the gains realized. fund is regarded as the most con-
If the HIFO basis had been servative type of the three be-
adopted as of Jan. 1, 1947, cost of cause it employs the principle of
securities owned on Dec. 31, 1949, maintaining “balance” - between
per books, would have been ¢464,- holdings of bonds, preferred stocks
084.07 instead of the $470,887.59 and common stocks.
reported. Such cost on Sept. 30, Welli
1950, would have been $596,962.20 Wellington Issues
instead of the $606,086.50. reported. Unusual Report

PHILADELPHIA — One of the
most effective uses of the graphic
arts in . stockholder - reports is
made in the current 1950 annual
report of Wellington Fund.

The report combines simple,
easily understood language and
extensive pictorial treatment.

A four-color frontispiece dra-"
matizes for the shareholders their -
participation .in = dwnership in -
American industry through Wel-

Operation of the new fund also lington Fund. The artist does this
makes Investment Distributors through” a reproduction of the
Limited the only firm in Canada. Wellington emblem in a three-
making available to investors, dimensional effect beneath which
through their dealers and stock is @ composite picture of a score
brokers, all three basic types of 0f American industries.
mutual funds. Each designed as a The Fund uses 16 profusely il-
specific part of a complete invest- lustrated pages to tell the story of
ment program, the dividend pay- its activities. More than a score
ment dates of the three funds are of drawings—many in two color—
such that they follow ‘each other yjsualize for the stockholders the -
consecutively. Thus the investor Fund’s di ificati .
who participates in all three funds Lund’s diversification of invest-
will receive a cash dividend every ments, its investment record, its
month, dividend record, the adjustment

Of the two older funds, Com- in investments made necessary as
n}onwealth International Corpora- the result of the Korean war, the
tion Limited, a diversified com- growth of the Fund, the cross sec-
mon stock fund, is regarded as the tion of American life represented
“conservative growth” investment by its shareholders and the im-

and Leverage Fund of Canada portance of management.

333 Montgomery Street
SAN FRANCISCO

%
/

Amrerican Funos
DisTRIBUTORS, INC.

“08. Spring St., Los Angeles 14,Cal.

|

Keystone

Custoclian 4
Funcls

Cerﬁﬁcates of Part;c;pnt;on in
INVESTMENT FUNDS

investing their cnpital

IN
BONDS
(Series B1-B2-B3-B4)

PREFERRED STOCKS
(Series K1-K2)

COMMON STOCKS
(Series S1-52-53-54)

Affiliated
Fund, Inc.

Prospectus upon request °

o

\WE 2
Gm. ABBETT & cﬂ

Canadian Fund Starts
Monthly Dividend Plan

MONTREAL, P. Q—The recent
launching of Balanced Mutual
Fund of Canada Limited by
Investment Distributors “Limited,
provides investors with an unique
opportunity to follow a mutual
fund investment program which
will bring them a cash dividend
every month,

Lorp, ABBeTT & Co.

New York «— ' Chicago — ' Atlanta — Los Angeles

Prospectus may be obtained from

T]Je Keystone ComI{)anY
« of Bos‘td# i OEN

50 Congress Street ' ,,.
Boston 9, Massachusetts %

A4 Diversified Investment Company

Prospectus may be obtained from your local

investment dealer or The Parker Corporation,

200 Berkeley' St.,=Boston 16, Mass,
R . e
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- Trust Invesiments

(¢) Many people whose income

- is'more or less fixed and is not

tied to changes in the cost of liv-
ing or to parity supports by the

S During the Eme!gency Federal Government. will witness

By MARCUS NADLER* ‘

Professor. of ‘Finance,

~Tboﬁgh> stating protection of

New York University

principal and income against

inflation can be-achieved only through selected investment in
equities, Dr. Nadler contends, despite great inflationary pres-
. sures; there is no reason to abandon entirely policy of investing:

. in_high grade bonds. . Holds fear of drastic inflation is exag-
gerated and - reveals - problems- of - investing in equities for

trust fund.

Rapidly changing economic and
political conditions make the task
of investing trust funds an ex-
ceedingly difficult one. To be

" sure, it is not

difficult. to
preserve
principal
through in-
vestment
exclusively in
~-high. - grade
obligations.
- But such a
policy in a
period of
inflation,
when the pur-
chasing
power: of the

Marcus : Nadler dollar is de~
: creasing
rather rapidly, is not to the inter-
est of the beneficiary or the
remainderman. . In. these trying
times, the trust officer endeavors,
‘to an increasing extent, to protect
principal as well as income against
the ravages of inflation and to
maintain, at least to some degree,
the .purchasing: power of his
-clients. . How drastic the decline
in the purchasing power of the
.dollar has been can_be seen from
this simple comparison: The index
.of consumers’ prices (with 1935-
.39=100) averaged.100.2 in 1940;
-and on Nov. 15, 1950, it was 175.6.
Every family knows, moreover,
.that the actual rise in the cost of
living is higher than that indi-
cated by the figures compiled by
the Department of Labor.

Economic Uncertainties

The protection of principal and
income- against inflation can be
achieved:only through investment
in equities, and this in turn in-
volves the application of the old
principle of reasonable judgment.
Reasonable judgment, simply in-
terpreted, means that the trust
officer makes his decisions on the
basis of all foreseeable and known
factors.  But since unforeseen
events do arise, these decisions
~may turn out wrong. Who, for
example, in adopting an invest-
~ment policy early in 1950 could
. have foreseen the Korean war and
“its economic and political after-
math? It is particularly difficult
to- make reasonable forecasts at
the present time, when the po-
litical horizon is clouded by the
threat of war and the United
_States is rapidly assuming the
character of a garrison economy.

Today, a policy of basing one’s
decisions on known factors only is
particularly hazardous. Interna-
tionally there is as great uncer-
tainty as in the summer of 1939.
- Who can tell where and when the
~Soviet Union, either directly or
acting through one or the other
of -its satellites, will strike, thus
further aggravating the . already
troubled - international political
situation? Who is wise and brave
enough to state with any degree
of certainty whether or not 1951
will witness the outbreak of a
" third global war? That such a
world-shaking catastrophe would
“be bound to have an effect on
investment values goes without
saying. Who can tell what the
" foreign policv of the United States

v, (ol
*An address by Dr. Nadler at the 32nd
Mid-Winter Trust Conference, sponsored
" by the Trust Division of the American
_ Bankers Association, New York City,
February 6, 1951,

will be? The adoption of a for-
eign policy such as that proposed
by former President. Hoover
-would have an. entirely different

economic effect than the present.

policy. Who can tell whether or

‘not- some sort. of an-agreement. -

-among the four major powers will

ment, even though temporary in
character, would remove the great
.urgency. for rearmament and for
‘mobilizing the economic and man-
power resources of the country.
-Each of-these developments would
have different effects on the econ-
omy and on values of securities.

Who, under present conditions,
can predict with any degree of
accuracy the type of tax legisla-
tion that will be adopted by Con-
gress, the type of credit policies
of the Reserve authorities, or the
type of debt management policy
that will be adopted by the Treas-
ury? The decisions of Congress,
the Administration, and the mone-
tary authorities to a large extent
will depend upon conditions over
which. they themselves have no
control. Yet all these decisions
.are bound to have far-reaching
effects on prices of bonds and
equities.

Since it is extremely difficult,
if not impossible, to use the old
tested tools of reasonable judg-
ment, does it follow that the in-
vestment officer should <it idly
by and do nothing except follow
the rule that preservation of prin-
cipal, irrespective of what hap-
pens to the purchasing power of
principal and income, will not
lead to any rescission suits or
other complications? Such a pol-
icy is not‘warranted, becausé even
the present’ highly uncertain con-
ditions' make possible a policy
which will offer at least some de-
gree of protection to the bene-
ficiary and remainderman against
the constant decline in the
purchasing power of the dollar.

Exaggerated Fear of Inflation .

In the first place despite the
great inflationary pressures in the
economy and the fact that certain
groups refuse to carry a fair share
of the increased burden of arma-
ments and the ensuing decline in
the standard of living, there is no
reason to run away from the dol-
lar and to abandon entirely the
policy of investing in high-grade
bonds. Unless a global war de-
velops—in which case no one can
even imagine what the conse-
quences will be—commodity prices
should not increase materially
from the present level. This con-
clusion is based on the following
reasoning:

(a) The productive capacity of
the country is great and will be
increased considerably during 1951
and the following years. Under
present indications, it is not likely
that more than 25% of the total
national product will be devosed
to the rearmament program. The
supply of goods and services
available for civilian consumption
is therefore bound to be larger
than during any prévious period
with the exception of 1948 to 1950.

(b) The tax burden is already
heavy, and additional taxes will
be imposed. This will siphon off
a portion of the excess purchasing
power generated by the rearma-
ment program. The stiffer the
taxes on the entire population, the
less the danger of -inflation.

‘be reached? -Yet. such an agree- AL

a greater decline in their standard
of living than that of the country
as a whole. The decreased pur-
chasing power of these groups will

‘soon be felt in the markets,

(d) Restrictions on the use of
bank credit have already been im-
posed, and others will undoubt-
edly: come in the not -distant

‘future. There seems to be a firm
" ", determination on the part of the
.monetary- authorities to preyent a

further material increase in the
volume of bank credit. Without
an expansion of the means of

‘payment, the process of inflation

cannot’ go very far. It is certain
that the credit policies adopted
during the present emergency will
be different from those followed
in'the early stages of World War
There no longer. exists the

fetish about pegging short-term

interest rates that existed during
the war. ' k v

(e) Controls - over production,
distribution, prices and wages
have been imposed.

semi-war  economy. Yet
every thinking man fully realizes
that unless spending is curbed the
spiral of prices and' wages can
bring untold harm to the economy
and to the people of the United
States.

One may therefore conclude
that while the rearmament pro-
gram will generate new and pro-
nounced inflationary forces, the
decline in the purchasing power
of the dollar in 1951 will not be
as sharp as during 1950. Under
these circumstances, the trust offi-
cer is still warranted in holding
on to good bonds and acquiring
new ones. Under present.condi-
tions, it might be advisable to
increase the proportion of equities
as compared with bonds; but a
substantial percentage of bonds,
whether it be 40% or 60%, should
always be maintained.

Investing in Equities

In considering the problem of
investing a larger portion of the
corpus in equities than formerly,

It will not -
"be easy to enforce these controls
‘in a

the.. following points must be
borne in mind: ‘While-equities are
a better hedge .against inflation
than bonds, they are far from a
perfect -hedge, -especially over the
short run. Thus, despite rising-
prices of commodities, equities de-
clined in price during 1947 and
1948. The problem that confronts
the .trust - officer  at the. present

time is whether he should en-
.deavor to . protect principal or

income against the increase in the
cost of living.

It is easier' and much safer to
protect income than . principal.
Under . existing conditions, and
even taking into account the in-
crease in taxes that has and will
continue to take place; the return
on sound equities will be substan-

‘tially higher than on high-grade

bonds. By shifting a portion of

'investments from bonds to sound

equities, the income can therefore
be increased, thereby compensat-

ing the- beneficiary, at least in.

part, for the decline in the pur-
chasing power of the currency.
To protect or increase income,
however, the trust officer may
invest in securities which are not
usually regarded as hedges against
inflation. Utilities, for example,
are not considered a hedge against
inflation, primarily because their

-rate of return is limited by regu-

latory boards. In spite of in-
creased taxes, however, the income
from good utility stocks may
remain at the present level, thus
offering the holder a fairly satis-
factory return. Naturally, the
trust - officer will consider each
utility ‘equity on its individual
merits. Similarly, railroad securi-
ties are not regarded as anti-
inflation equities because their
rates, too, are determined by a
regulatory body. However, be-

cause of their large capitalization, -

they are not adversely affected
by the excess profits tax, while
the rearmament program will un-
doubtedly lead to an increase in
carloadings, - and . hence " earnings.

The trust investment officer will -

therefore give careful considera-
tion to such equities because of
the favorable return that can be
obtained on them, at least during
the emergency. Still other in-
stances could be mentioned where
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the present rate of return seems:
to be more or less assured. o

Protection of Principal

An -entirely different problem:
arises when ‘the trust officer is
endeavoring to hedge against loss’
of principal. This aim involves
an' expectation -that the price of -
the equity will show .an increase
at -least commensurate with .the
decline inthe purchasing power of
the dollar. Protection of prin-«
cipal is fraught: with many dan-
gers, particularly at a time when
economic visibility is. very lowr
and - psychological: factors ' play
perhaps a more important role in
the securities' markets than. basic’
economic forces.

The trust institution endeavor-
ing, to protect prineipal..against:
inflation must take into account-
both the favorable and the un~
favorable forces currently operat-"
ing in the equity market. . Among’
the favorable factors are the fol-"
lowing: the rather. substantial’
differential in the return between
bonds: and. stocks, which is likely
to continue. - In order to increase’
their income, many individuals are’
shifting from bonds to stocks. The
same principle is being followed
by many trust companies and by
some. pension funds, particularly
those permitted to buy equities.
It is evident that the fear of in-
flation and the desire to hedge’
against inflation are widespread,
and that many people firmly be-
lieve that  equities are a hedge’
against inflation. These factors, -
which have been operating in the-’
equity market for some time, may’-
continue for the indefinite future,

As against these considerations,
the following factors must be
taken into account by trust com-
panies. which' operate under the
rule of the prudent man: *

" (1) Taxes have been increased,
and a further increase of corpo-.
ration taxes will be imposed dur-
ing the coming year., .

(2) Costs of production are:’
likely to rise., At the same time; "
commodity prices have been:
frozen, which will further narrow
profit margins.

(3) The rearmament program:

Continued on page 30
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Southwestern Public Service Company

Common Stock
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Blair, Rollinsd& Co.
Incorporate

Harriman Ripley & Co.

* Incorporated

G. H. Walker & Co.
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-.Presidént.’Outlines Tax Proposals

(S

Chief Executive, though',admitting there is question as to how

far we can tax, upholds pay-as-you-go basis for increased

defense

outlays. Urges rise in rates of personal income and
corporation taxes.. Wants loopholes closed.

The Commercial and Financial Chronicle .., . Thursday; February: 8, 1951

y . % A
Government was forced fo borrow
too.much. As a result, when con&
‘trols were taken off after'the war,

prices skyrocketed and we paid.
in inflation for our failure to tax ..

enough. The value of people’s
savings ‘- was cut down by the
‘higher prices they had to pay.

We: must not let that happen

President Harry S. Truman on economy has bounded- forward: now., We must have both an ade-
Yeb. 2 delivered to Congress a incomes have risen rapidly, new quate tax program and proper
gpecial message in which he pro- plants and indus.ries have sprung controls on prices and wages if
posed an immediate increase in up, and the standard of living of we are: to prevent inflation and

Federal taxa-
.tion to provide
- $10 billions of
,additiongl

revenue,

Among his

proposals
were increased

personal in-
come and cor-

poration lev-
“ies, with stric-
‘ter enforce-
‘ment meas-
ures and clos-
ing of present
. loopholes,

The text of -

President Truman

"the President’s message follows:

In the January messages to the
.Congress, I stated my intention of
.making further recommendations
on a number of important mat-
ters, One of the most urgent of
,these is the need for increased
taxation.

The budget for the fiscal year
-ending June 30, 1952, which was
transmitted. to the Congress, in-
cluded estimated expenditures of
$71.6. billion, and 'estimated re-
ceipts under present tax-laws of
$55.1 billion. : .

It is my firm conviction that we
should pay for these expenditures
‘as we go. A balanced budget now
is just as important a ‘mobiliza~
_tion measure as larger- armed
.forces, allocations of basic mate-
.rials, and controls over prices and
wages. ' ;
This is true for three main rea-
. sons. ‘ 1
. First, we-should pay as we.go
because that is the way to keep
the Government'’s finances on a
sound footing: :

We are now strengthening our
national security, in order to in-
crease our ability to meet what-
ever situation may arise in the
future:. - Our-Government - finan-
cial policies, like every other part
of our national effort, must be de-
signed to leave us stronger, not
weaker, as the years go by. If in
this period we pay for our neces-
sary expenditures as we go along,
rather than adding to the public
debt, we will obviously be better
prepared to meet our future needs

whatever they may be.

‘.

‘' Question of Tax Limit

There is a question as to how
high- we can push taxes without
having serious effects upon the
productive growth.of our econ-
omy." But I am sure that we could
increase Federal revenues by con-
siderably more than enough to
cover the expenditures now. an-
ticipated without reaching those
limits. During recent years we
have taxed ourselves at high levels
—and during those " years our
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Hentz & Co.

Members

H,

New York Stock Exchange
New 'York: Curb Exchange
New York . Cotton. Exchange

Commodity * Exchange, . Inc.

Chicago Board of Trade

New Orléans Cotton Exchange °*
And other Ezchanges

N. Y. CottovnbExc,hange Bldg.
NEW YORK 4, N. Y.

CHICAGO DETROIT PITTSBURGH
s - GENEVA, SWITZERLAND~ " ¢

our people has.increased steadily.
The growth in the strength of our
economy that has occurred under
these tax rates gives us confidence
that we can safely pay-the es i-
mated expenditures for the next
fiscal year out of taxes.

Second, we should pay for: de-
fense as we go because that is the

way to distribute the cost of de-_

fense fairly.
. We cannot escape paying. the
real cost of defense now—the cost
in materials and days of work
" that are devoted to defense pur-
poses. Whatever we do about

taxes, the amount of goods avail- .’

able to consumers. to buy is only
going to be what is left over after
defense needs are met,

We could try to escape the fi-
nancial cost of defense by bor-

‘rowing, but that would only trans- ‘possible the Congress. enact rev- -

enue legislation to yield additional -
taxes of at least $10 billion an- -

‘fer the financial problem ‘to our
children, and would increase the
danger of inflation with its grossly
unfair ‘distribution of' the burden.

The sensible and honest thing

enough, as we go_along, to pay
the financial costs of defense out
of our current income. .

Qur Federal tax system can
spread the cost of defense fairly
among our . people. There are
many ways in which the fairness
of the present tax system can and
should be improved, but on the
whole we have a good system. It
recognizes differences in incomes
and in family obligations, It pro-
tects incentives' for initiative and

- effort. It takes account of the

. special needs of new undertakings
and the expansion of existing

businesses, ;

© People Will Be Better Off on
Pay-As-You-Go Basis

I am' convinced, after. studying
the matter thoroughly, that the
" people: of -our=eountry—and I am.
thinking primarily of the average:
family of modest income—will all
be better off if everybody pays his
fair share of the financial costs of
defense in taxes now, If we,don’t
do that, we will only be putting
off.the evil day, and making mat-
ters worse for ourselves in the
future. - g -

Third, we should pay as we go
to help prevent inflation.,

‘I we= do 'not <tax ourselves
enough ‘to pay for defense ex-
penditures, the Government will
be spending more than it takes'in,
and the extra money it spends
will add to total purchasing power
and inflationary pressures.

_ Inflationary pressures will be
strong, of course, even with the
budget .balanced.. Military pro-

duction results in wage payments,
and buying of materials, long be-
fore the goods are produced and
paid for by the Government. Busi-
nessmen who build new ‘plants
spend money well in advance of
. producing any goods for the Gov-
ernment or consumers to buy.
Furthermore, consumers have &c-
cumulated large amounts of cash
and other liquid assets-which they
are free to spend if they so choose.
Thus, inflationary pressures will
be strong. even after taxes are in-
creased enough .t0 balance the
budget. We will still need direct
controls over. prices. and wages.
But-it may not be possible to make

tax, m h. Certainly,
ti’i!f)sgscontro g'F %: be 'far more
effective if we pay for expendi-
tures through taxes as we go
along. -

During World War _ II, taxes

were not high enocugh, and the

those controls effective unless we -

preserve the value of savings and
fixed incomes.

For these reasons, the case for
a pay-as-we-go.tax program is

conclusive at the present time,-

;and I urge the Congress to con-
tinue to keep that goal before:-it.

A Preliminary Tax Boost '
This Year

I believe thdt the wisest and

program all at once.

.be increasing. very rapidly during
-the next few months. We  will

.have to act fast if our revenues :
.are to keep pace with rising ex- -

.penditures.. ., e :
I recommend that as rapidly as

nualy, and later in the year enact
.the remaining amounts needed to

1 .keep us on a pay-as-we-go, basis. -
to do ‘now is to tax ourselves

If we follow .this course, our
revenues will keep pace with in-
.creasing expenditures, - and we
-shall have. some months in. which
.to observe economic developments
.and to. consider the several seri-
-ous ‘questions that will need to be
-resolved. before all parts, of this
.year’s tax program are enacted.

For example, we will have bet-
ter information on exactly how
much we shall need to balance the

budget. As I explained in ‘the -

Budget Message, our estimates of
military ‘expenditures are still ten~
tative. In particular, the amount

we spend for military equipmeit -

will. depend on how fast the pro-
duction lines are geared up and
the equipment is actually turned
out. If our military production
program can -be got under way
faster—as we hope it can—ex-
penditures~-will, of course,
larger than the budget estimates,

Moreover, the Congress has not -

yet had an opportunity to act on
the budget. I believe the Congress

will find that the budget is sound, -

and provides only for the essen-
tial needs of our- nation in this
time of world crisis. Neverthe-
less, the appropriations actually
enacted by the Congress will, of
course, control the actual expend-
itures. -

1] ‘}h )

Furthermore, the economic de-’

velopments of the months ahead—
the impact of the defense effort

and of tighter controls on prices’

and wages and profits—should be
considered before the balance of

our tax program for the coming’

fiscal year is completed. i
These uncertainties, however,
do.not affect our obvious need
for* much larger taxes, and our
need for the bulk of them very
soon. I am therefore transmitting,

for the consideration of the Con-.
‘gress-at this. time, my recommen--

dations as to the best way to raise
at least $10 billion now. ¢

.- I know the Congress will want.

to consider these problems very

carefully, and to review my rec--
ommendations in the light of their.

own independent analysis. The
Secretary of the Treasury is pre-

pared to discuss these matters in.
of:

‘detail ~with -the committees
Congress. -

Increase of  Existing Taxes.
Immediate Objective
I believe we ‘should meet our

immediate objective by increasing' present

existing taxes. The present Fed-
eral tax .structure, while marred

“ " "Continued on ‘page 31

most, practical approach'. to .this:
goal is to enact the tax program
we -need. this year in two .parts-
.rather than enacting the full tax'

Government expenditures will -

be-

,'S.éftela'ry Snyder Outlines

Proposed Tax Increases

In statement to House Ways and Means Committee, he con- '
tends, despite a corporate tax rate of 55%;, opportunities for '
business: profits are great.. ‘Hits at family income splitting in |

personal income la

In presenting to the House Ways

and ‘Means Committee on Feb. 5,:

proposed in-
creases and
adjustments
in Federal
corporate and
..personal in-
come taxes,
Secretary of
- the Treasury
. John W. Sny-
der - proposed
an 8-percent-
age-point rise
on- -corporate
levies and' a
4-percentage-
.point rate in-
crease on Cur-
rent personal

" John W, Snyder

increase in the capital gains tax.

Corporation Taxes

Concerning the proposed in-
crease in the corporation tax rate,
the Secretary said: )

“The President’s recommenda-
‘tion that $3-billion additional be
.raised from the income tax on
corporations will require an in-
crease of 8 percentage points in
the corporate normal tax,

“This change would raise the
.rate on the first. $25,000 of cor-"

porate income from 25% to 33%
and the general rate applicable to
income in excess of $25,000 from
47% to 55%. On income subject

bined maximum rate would rise
“from- 77% to 85%. The ceiling
_rate: now imposed-at 62%' would
have to be raised to 70%. to ob-
tain the full revenue effect of an
-8-percentage-point  corporation
income tax increase. .. .

~, “The additional revenue to be
_obtained- from the increase of 8

percentage points in the corporate - € ]
-crease would raise. the: starting

tax would icome mostly from.the
large corporations. ‘The -281,000
corporations . with. profits. of less
. than $25,000 would pay only 3%

of the proposed total liability,-
~person with iwo dependents and

while' the 42,000 corporations with
profits over $100,000 would pay
90% of the total. ’
~“The level of corporation taxes
proposed is dictated by the need

for an equitable 'distribution of.

the burdens of defense consistent
with the continued growth of in-

continued to expand. On the basis
of  conservative eslimates which
allow for no appreciable amount
of inventory profits, they are ex-

pected to reach at least $43 billion

in 1951. . The $43 billion estimate
for 1951 compares: with. $40.2 bil-
lion.in 1950 and the previous peak
of $33.9 billion in 1948.
“Under the proposed rates, Fed-

- eral income and excess profits tax

.liabilities. would- be increased to

$24.5 billion, or about 57% of
Even on' the’

estimated: profits.
basis of conservative profit esti-

mates and-taking full account of
- State corporation tax require-
ments,’ this ‘would leave corpora-.

tions - with  $17 billion income

pansion, or ' approximately = the
same’ as.the average for 1945-49,

a'period.of unusual and sustained

prosperity.
“I am aware that a corporate
rate of 55% would raise serious

. equity and incentive. considera-

tions in a normal and stable peace-

time economy. However, corpora-.

tion tax rates requested during the
emergency cannot be
judged by normal standards.
“Opportunities for profit in the
years ahead, even under price and

to the excess profits tax, the com-

dustry. Corporation profits:have

available for dividends ‘and ex--

w,  and. recommends strengthening of tax. :
rates on capital gains. !

N LA o
wage ceilings, are great. The de-
fense orders placed and yet to be:
placed—added to the large un- .
satisfied . demand for industrial
plant, housing, consumer durable
goods and most articles of current
consumption—assure producers of
a sellers’ market in nearly every
field ‘of business activity during
the mobilization period. In spite
of problems of securing the ma=
terials and labor for their pro-
duction, business will have ade-
quate incentives even under high= "
er taxes to go forward with the
job of production. An important
.part of our reassurance-on this
score _is the wholehearted and
realistic ‘appraisal by ' business
management of its full responsi~

: ‘bility in:'the national effort.. .- !
income tax rates, along with some .

“The appropriate level of anir

-one: tax is determined largely by -
‘the . necessity of balancing the

contributions from each tax source

in a way which will best meet .the

total demands upon the tax sys-
tem. In the present circumstances

‘the increases in: corporate :rates
.proposed can. be .regarded as:a
necessary counterpart of increased .

taxes on individual incomes and
consumers of taxed commodities.”

Individual Income Tax .
With regard to the' increase in
personal . income taxes, the Sec-
retary said: ]
“In order to meet the large rev-
enue goal confronting us, it wiil
be necessary to rely on the’indi-
vidual income tax—the backbone
of our revenue system—for a very

‘large share of the additional rev-

enues. The $4 billion increase rec-

‘ommended by the President can

be provided by raising all income -
tax bracket rates by 4 percentage
points .and by an upward adjust-
ment of the taxes on capital gains.
“A 4-percentage-point. rate:in-

rate, applicable {o the first $2,000

-of taxable net income for a single.

person and $4,000- for a  married
couple to 24%. . . .-A married.

with a net income.of $3,000 now
pays $488 or 16.3% of his income
in tax. The proposed rates would
increase his tax liability-to $584
or 19.5% of his net income. At
the $25,000 level, the tax would

‘be increased from $9,796 or 39.2%

to $10,772, or 43.1% of net income,
“In examining the possible

“methods of raising individual in-

come tax yield, consideration was
given to reducing exemptions. The
President did not recommend this. -
change because, at- current. levels....-
of income his revenue  objective

“can be met by confining the in-

come tax increases mainly to those
now taxable. REg T W oma 2
“The bulk of any major increase
in individual income tax revenues
will nevertheless come from the
lower taxable brackets. . . . It is
estimated that 83% of all taxpay-
ers and 58% of their taxable in-
come is accounted for by the in-
come groups below $5,000. - This
coricentration of income must be
tapped if the tax is to raise enough
revenue. ’ A
One important feature of the
individual income.tax structure is
the method of taxing family in-
come, You will recall that in 1948
Congress adopted universal in-
come splitting in order to correct
tax discrimination: between resi-:
dents of commugjfy; and nencom-:z
munity-property, States. L5t
“Chart 8 (not shown) demon-
strates some of the effects of in-

‘come splitting on phe relative tax
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- .. liabilities :of - single: persons ‘and-
* + married. coyples. -- Single. ‘persons.

- with income in excess of $3,100 will

- pay more tax under the proposed

- rate schedule than they-paid dor=
ing the war. On the other hand,
married people 'in the  middle
brackets who benefit from the in-
come splitting provisions will. pay
substantially less than they did
during ‘World War II. - - :

ent tax treatment of family in-
come and about the methods that
might' be adopted: to modify the

results of income splitting. Sev-

eral possible courses of action are
being 'studied by the Treasury
and Joint Committee staffs. The
Committee will undoubtedly want
to examine this problem in all its
implications before completing
this year’s tax legislative program.

. Capital Gains Taxes
“Increases in income tax rates
raise another important struc-
tural problem—one that requires
more immediate action. I refer
to the preferential treatment of
capital gains. Gains from sale of
capital assels held more than 6
months-are now included to the
extent of 50% in taxable income
and subjected to the regular rates.
The taxpayer has the option to
Pay a flat 25% rate on long-term
capital gains if this will result in
‘a lower tax,

“The starting rate of the indi-
vidual income tax has risen from
16.6% in 1948 to 20% in 1951. If
another 4 'percentage points are
added to' the initial rate, the tax
on -both ordinary income and on
long-term capital gains realized
by taxpayers in the lowest tax
bracket will have been increased
45% over the 1948 level. Under
the circumstances, it would . be
inequitable to leave the maximuin
effective rate of tax on capital
gains unchanged at 25%, or only
one percentage point higher than
the recommended- rate in the first
-bracket.. This maximum rate af-
fects only about 5% of the tax-
payers having long-term capital
gains but this small groups ac-
counts for more than half the
capital gains tax collected from
individuals.

“The capital gains tax could
appropriately be increased by rais-
ing. the alternative tax rate from
50% to 75%. This rate, combined
with the 50% inclusion, would re-
sult in a maximum effective rate
of 371 9%. This.increase over the
present 25% rate would be in line
with the 45% increase in income
tax . rates adopted- last year and
proposed. now. ‘A - corresponding
increase to 37%2 % should be made
in the rate of tax applicable -to
capital gains of corporations.

“Lengthening, the 6-months
holding - period ‘now separating
long- from ‘short-term capital
gains would. provide more- effec-
tive taxation of speculative prof-
(its. As a minimum, the holding
perioc should be increased to one
year. i

“By this strengthening of the
tax rates on capital gains, the in-
dividual income tax will be made
more equitable, This tax conforms
most closely to concepts of fair-
ness in taxation. It allows for
variations in income, deductible
expenses and family status. It is
the fairest method of distributing
the cost of the defense program.
It is also less likely than other
taxes to inflate the cost structure.
As a result of the current pay-
ment system introduced during
the war, this tax is especially
well suited for quick adjustment
to changed financial requirements,
With proper -adjustments in its
structure, the. individual  income
tax can and should contribute
greatly to our revenue objeciive
in‘the defense period.” - - -

“There- are differences of' opin- -
ion about the fairness of the pres- -

-~ A New Era for Hotels - -
SR By JAMES'B."HERNDON; JR. . i
.17 VYice-President and”Trcatsurel_', Hilton Hot‘elg-cdrporation 8

-+ :Prominent industry -executive :asserts ‘hotel operation now- is - -
.- -most modern business ‘science. 'Maintains investment markets . .
= "have completely - overlooked - fundamental : change -which has |
* = occurred ‘since Great Depression,” wherein the industry—reduc-
- ing its-debt by half—has-put itself in-shape to benefit from.
" rising tide of general business. Cites minimizing of competi- -
tion resulting from inflated construction costs.

Hotel operation, one of the most perity began to return in the
ancient arts, now is one of the middle 'thirties it was greeted by
most modern of business sciences. a financially rehabilitated hotel
All of us are acquainted with tales industry which had hacked off

.+ {turn of 7.32% on _ifs invesiment,
. ibefore taxes, or about 412 % after_cities . as.
. iincome taxes.

of the ancient
inns of Persia,
China, Greece
and Rome, All
of us are .fa-
miliar with
the legendary
inn-keeper
who played
gracious host
to his appre-
ciative pa--
trons. ;

Inn-keeping
in Dickens’
-day was a sim-
ple operation.
In fact, it con-
tinued to be a relatively facile
operation up until about 20 years
ago. It has been during the past
20 years or more that hotel keep-
ing has assumed ‘the basic char-
acteristics of modern, efficient
industry.

Prohibition a Potent Factor

Before proliibition ‘was devised
in this .country and before labor
unions became powerful, the task
of operating a hotel did not em-
body great hazards. Whiskey was
to be had at 50 cents a gallon, and
food could be had almost as
cheaply. Moreover, a hotel em-
ployee labored 12 hours a day,
seven days a week. As a matter
of fact, some employees were
willing to pay for the privilege
of working and receiving the
gratuity of hotel gues:s who knew
nothing of income taxes.

The first great change .in hotel
operation came with the ‘advent

J. B. Herndon, Sr.

of Prehibition which required the & Co, The hotel industry, accord- competitive with small hotels in

inn-keeper to become an efficient
businessman, to acquaint himself
with economics and to learn some-
thing about cost accounting, The
necessity . for this increased as
labor. unions grew in strength.

It was a severe test for the inn-
keeper, a departure into unfa-
miliar channels. Many hotel keep-
ers failed.to -bridge the gap suc-
cessfully. The hazards confronting
them were aggravated by the un-
bridled building of hotel facilities
‘which-continued from the middle
“twenties into' the early ’thirties.

Rehabilitated Industry
All of us, and especially pro-
fessional investment people, re-
call ‘distinctly the sad plight .of
the hotel industry of the early

’thirties. when an estimated four- -

fifths of all hotels in the United

States .were in bankruptcy, with -

defaulted bonds and unpaid in-

terest and taxes. One of the basic

causes of this situation was the
frenzied financing of hotel con-
struction of that era, with bond
houses feeding 6% gold bonds to
a hungry public. In some in-
stances, two hotels were built
where one would have sufficed,
simply to provide the bonding
company an occasion to merchan-
dise hotel bonds.

Strangely enough, the complete
metamorphosis of the hotel indus-
try since then appears to  have
been overlooked in the invest-
ment markets, Many investment
authorities, "it seems, fail to rec-
ognize the radical reorganization
of heavily mortgaged hotel prop-
erties, through the instrumentality
of 77-B. Great capital losses were
suffered by a large number of

- security holders,- but'-‘when*pros- -

about one-half of its bonded and
mortgage indebtedness.
dustry had put itself in shape to
benetfit from a rising tide of gen-
eral business fortunes.

The Hotel Industry Today

In the United States today there
are approximately 15,000 hotels,
exclusive of motor courts, with
about 1,400,000 rooms and with an
annual sales volume of roughly
$5,000,000,000. Aside from Florida
and certain other sections where
added facilities have been sorely

‘needed, there has been no build-

ing of hotels since the early
'thirties. Yet, the country’s popu-
lation has increased by 30,000,000
during that period. Patently al-
though the traveling  public’s
habits have changed, America has
been growing up to its hotel plant.
" Nor should sight be lost of the
fact that our country’s hotel plant
today is soundly financed. Not
only was a heavy yoke of debt
realistically scaled off 15 years
or more ago, but alert manage-
ment has since been able to im-
‘prove the capital structure, fur-
ther and to put properties in first
class condition. Our national ho-
tel plant now is mortgaged for less
than one-half of its value.

" The transformation of our hotel
plant - is. nowhere more . cleariy
‘evidenced than in- operating re-
sults. In the middle ’thirties hotels
were earning about twice their
taxes, whereas today tney are
earning about six times the tax
burden, according to a survey
prepared by Harris, Kerr, Forster

The in- -
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... .ing-to -a-survey .made by-that or-.small -cities. However, the. motor

iganization,.obtains an average re-::courts offer: little: if any-competi-.

- tion to'large hotels in_such large

New .-York, . Chicago,

) Washington and -St. Louis. The .
; : A City of Los Angeles cannot be in-

- What of Future Construction? - cluded- in" this group because

Not only has. therebeen no sub= several factors such as climate and
stantia]l hotel- construction during transportation facilities render the
the past 20 years, but it sééms very - motor ‘court-a 'challenging - com-
unlikely. that -there will be any- petitive force in that Pacific Coast
construction on a substantial scale City. - o
in’ the . foreseeable future, This Contributing Factors
conclusion seems inescapable A combination of factors -has
when the steep.rise in.costs of been responsible for the rehabili-
building hotels is considered. At tation of the hotel industry during
current costs it appears virtually .the past score .of years. One of -
impossible to ‘obtain sufficient the most important of these fac-’
room rent to cover cairying tors has been the increase in na-
tional income and industrial pro-

I gauging the outlook for hotel .duction. In-1949, our country’s
construction the time-honored rule -hotel income factor was 242, using
of thumb holds good. According -1935 to-1939 as 100, National in-
to that rule, for each $1,000 spent come ‘then was 331 on the same
to add a hotel room it is necessary basis. Hotel occupancy led busi-"
‘to receive $1la day room revenue -Nness activity gains,frOm 1944 to
at an occupancy of 70%. A lux- -1946, lagging slightly since. then.
ury hotel built in the ‘middle A Generally- speaking, the trend
"twenties at a cost of $10,000 per .0f hotel income normally coin-
room might well be able to obtain -cides with the course of national
an.average room rate of $10. But-income and business activity. Not
the same hotel built now for. only has business travel increased
.$20,000 per room scawcely could .importantly during the past 20
hope to obtain an average rate of .years, but. pleasure: travel has
$20 per day, especially it across -gained sharply as America on -
the. street there is a hotel which wheels has taken the road.- The
costs $5,000 per room to the com- late George Bernard Shaw once -
pany that bought it from the orig- Observed: “The great ‘advantage -
inal_  bondholders. ‘of a hotel is that it is a refuge

The days of irresponsible fi- from home life” .
nancing of hotel construction are _As suggested: earlier, Prohibi-
a thing of the past. No financing tionh repeal also has furnished a
company today is eager to buy a big impeius to the rise of fortunes
hotel builder’s bonds and advance ‘for hotel overators. To a large ex-
up to 110% of the total cost of the ‘tent, hotel business is beverage
project, with 10% for the finance business because the sale of bev-
company. The builder must face ‘erages accounts for an important
a hard-boiled finance company or portion of a hotel’s gross revenues.
an equally. realistic insurance The' financial statements of the
company which will advance  a hotel industry would make a rath-
loan of not more than 60% of the er sorry reading if it were not..
real value of the entire project. for the sale of beverages.

He must put up at least 40% of
the total cost of the project, and ~ Meodern gdueslmaldMethods
there are very few such optimistic N cvelone

* But no single factor has been

builders in'this day and age. .. . ;
wilders in, iz day ge., more responsible for the vast

charges,

The -subject of hotel ‘ construc-
tion costs leads to the question of
the place of the motor court in
the inn-keeping business. These
motor courts have increased sharp-
ly in number during the past sev-
eral years, and they are highly

change for the better in the hotel
industry than the adoption by
hotels of modern operating meth-
ods and controls. This develop-
ment has been hastened by the
rise of such hotel accountants and

Continued on page 28
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Securities Salesman’s Corner

By JOHN DUTTON

Advertising in the

Securities Business

(ARTICLE No. 1)

Dusring the next few weeks, in
this column, I am going to.try and
pass along some ideas and sug-
‘gestions that may be helpful to
those retail securities firms that
have recently been considering an
increase in their appropriations
for advertising. During the past
few years, members of the New
‘York Stock Exchange, as well as
‘many unlisted houses, have dis-
covered that securities can ' be
-merchandised. - Today we know
‘that people will listen to our story
+if we will only tell it to them in

_.language which they can under-
stand. They will come and they
‘will buy—but they will only  do
-0 when we sit down with them
and tell them what they c¢an ac-
complish by investing their money
intelligently. They are interested
iin what securities can do for them.
‘They do not wish to buy statistics.
At last we are beginning to pro-
-mote. our services in ‘a human

¢ way—we have quite a distance to

- .go yet, but we are getting there.

In this connection I 'am almost
tempted to devote this entire col-
umn to- a little folder which was
released last week by H. Hentz
8 Co., of 60 Beaver St., New York
‘4, N. Y. It is entitled “Investment
Tacts About Common Stocks—and
‘Cash Dividends.” If they have any
cxtra copies and can send you one,
T hope you will be able to ask for
A copy and obtain it. When ,you
1ompare this appealing, two-color
7older, and its down-to-earth story
wf common stocks, with some of
t e single sheet' mimeographed
rages of statistics that used to
7ind their way into investors’ mail
1 7xes, you can readily understand
v hy this sort of advertising is
praying dividends.

. ‘Now to get down to cases; I
fhink you will, agree that if you
do anything haphazardly, as -the
&oirit moves you, . that sometimes
~ou may hit a few bull’s eyes, but
in the long run you are going to
Jay your rifle down and either
blame your ammunition or your
own poor aim. - This applies to ad-
vertising just the same as any-
thing else. I think it is especially
true in the securities business.
Many firms only advertise when
the urge to move a block of stock
crompels action. Or, they get the
idea that the salesmen should
h'ave_ some more: prospects, so a
l'§t is bought and some sort of
direct ‘mail advertising is sent out
with the fond hopes of all con-
cerned, that at least “we will get
<nough out of it to pay -our -ex-

pense.” Or, a small advertisement-

is regularly placed in the news-
paper or financial publication be-
‘cause” someorne believes that it
does pay to “keep our name be-
fore the public.,” Naturally, very
‘little progress comes from all of
this. Some good is admittedly ac-
complished by any advertising.
But frankly, it is'not the way to
set up an advertising campaign,
‘nor is it a way to make advertis-
ing really pay.

In other lines of business, where
real money is spent on advertising,
and where it has to pay off or else,
what is done? First a study is
made -of the firm itself.” Its poli~
cies of doing business -are deter-
mined, .and they become the basic
foundation of  all the advertising

-which follows. ‘There is a charac-
‘ter and a design to every business.

It is the province of ‘a good ad-
vertising agency to detect  that
certain unique quality of a prod-
uct, or a service; and to feature
‘that particular phase of its client’s
-activities, in-all of its advertising.

In other words, know yourself.
‘Find out what you are really try-
ing -to-do. Know your market.
Maybe you think you know it, but
possibly “if you sat:- down and
looked at your own operations ob-
jectively, you would get a differ-
ent view of things. Are you sell-
ing. securities, or ideas? What
kind of people live in your town?
Are they investors who are pri-
marily interested in’ ' dividend
checks? ‘Are 'they speculative
minded? Is your office in Miami
Beach, Los Angeles, or Rochester,
N. Y.? How many customers do
you have now that are ‘traders?
How many are long-term. invest-
ors? How many shop, around and
go from broker to broker? How
many accounts: do you have on
your ‘books? How many salesmen
do you-employ? Can you use more
business and - still service your
present accounts effectively? Can
you add mere salesmen? Can you
improve your ‘service to custom-
ers? Are ‘your customers’ ac-
counts in good condition—do they
hold well diversified lists of
sound. securities? Are you only
interested in speculations? If so,
you have a different problem. Are

“you all-over thelot—do you know

what you are striving to achieve
—are you building solidly?

When .you can answer -these
questions, I think you can begin to
plan an advertising campaign.
Someétimes, a searching analysis is

not only .good. for -the . soul-—but-
‘good business as well. This is
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where I would start. I would find
out if the methods of operating
my business were suited ‘to the

market in which it was located—:

if it needed changing I would
make those changes. Then I would
start to advertise, "

McCandless Pariner
~ In Vance, Sanders

BOSTON, Mass. — Vance, San-

ders & Co.,.111 Devonshire Street,
principal underwriters for shares
of Massachusetts Investors Trust,
Boston Fund and other mutual in-
vestment funds,” announces that
John A. McCandless has been
-admitted-as a general partner of
‘the firm. -

Following graduation from Yale
*in 1927, Mr. Mc¢Candless entered
the it.vestment -business in New
York.. Later he was with the Na-
tional Association of Securities
‘Dealers until 1943, when he be-
<came- associated with Massachu-
setts -Investors Trust, where he
handled ‘the trust’s portfolio
transactions; He resigned the lat-
ter position last year to join the
staff of Vance, Sanders & Co.

Other partners are Henry T.
Vance, William F. Shelley, Hath-
erly Foster, Jr., Edward E. Hale,
Thomas A. Baxter, John A. Car-
ter, Jr., Kimball Valentine, Her-
-bert I..Shaw, Mark L. Baxter and
Robert L. Osgood.

Noble and Perham With
Goburn & Middlebrook

(Special - to THE FINANCIAL' CHRONICLE)

BOSTON, Mass.— Arthur D.
Noble and Wilfred B. Perham
have become associated with Co-
burn & Middlebrook, Inc., 75
Federal
Street. Mr,
Noble was
formerly
managerof
the Boston
“office of R. H.
Johnson & Co.
and Mr, Per-
ham was trad-
ing manager.

Also joining
the Coburn &
‘Middlebrook
staff are Dom- ;
James J. Don- Wilfred B. Perham
lan, William
K. Gray, Lawrence H. Martin,
Ellen' C. Painting, Charles G.
Price, .John J. Quinn, J. Herbert
Remington, Charles E. Smith,
Donald T. Steele, Charles Ulin,
J. Murray Walker and Owen H.
Woods. All were previously with
‘R. H. Johnson & Co.

Staats Co. to Acquire
Stock Ownership

LOS ANGELES, Calif.— John
Earle Jardine, Chairman, - and
Donald .Royce, President of Wil-

“liam R. Staats Co., pioneer west-=

ern investment banking firm, have
announced that - executives and
employees of the  firm had ar-
ranged for the acquisition of ‘the
common stock formerly owned by
Fred R. Tuerk and associates.
There. will be no change in 'the
principal officers or directors.-The
firm will hope to participate even

more actively in financing ‘the-
-growth of western industries, util-

ities, municipalities and other cor-
porations than it has in the past
since its establishment in 1887.
Mr. Tuerk, an eastern financier,
acquired his stock - interest. in
William R. Staats Co. several years
ago. He formerly made his home
in Chicago and California, but has
recently established his residence
in Florida. "
William R. Staats Co. is a mem-
ber of the Los Angeles Stock Ex-
change, the Midwest Stock Ex-
change, and ‘an associate member
of the San Francisco Stock Ex-

Securities

l_ Railroad

Atclison, T opeka & Santa Fe - ) |

For the past two years or so
hardly a month has passed without
rumors that directors of Atchison,
Topeka & Santa Fe would ‘come
forward with a proposal to split
the stock. Last month they final-
ly acted.- On April 26 stockhold-
ers are to vote on the plan 1o
-split both the preferred and com-
mon -stocks two-for-one. It is a
foregone conclusion that the split
will be approved, and if so it will
become effective as of Aug. I,
1951. While the action-of the di-
rectors was greeted with enthu-
siasm, and the common stock
moved ahead sharply on the an-
nouncement, there was some dis-
appointment that the split was not
three, or even four, for one. Even
after the split the stock will still
be in the high price category.

Santa Fe common is now selling
at the highest levels in about' 20
years and more than 50 points
above the peak reached in the bull
market that -culminated in '1946.
Nevertheless, at current levels it is
still -selling less than six times
1950.earnings, and by any invest-
ment standards is still one of the
most attractive of the railroad
‘equities. Also, indicated probable
income- return is liberal for a
stock of this quality. The.current
regular rate is $2.00 quarterly. and
in the past few years $2.00 year-
end extras have been paid. As a
minimum, a $5.00 regular annual
rate ‘on the split stock - appears
likely, affording a return of 5.72%
at recent prices. A $6.00 rate on
the new stock, which would still
be conservative "in. relation to

iy earnings, would afford a return

of 6.87%.

Santa Fe has one of the most
enviable long-term records in’'the

- ‘industry. In all of its history, go-

ing back to before the turn of the

. present century, it has never re-
- ported a loss after providing for

full fixed and contingent charges.
Moreover, since 1901 there have
been only three years (1933, 1938,
and 1939) in which dividends have

' not been paid on the junior equity,

As impressive as this record is, the
future outlook is even more in-
spiring. In all respects Santa Fe is
a far stronger property than it -was
when it was able to weather the
depression of the 1930s without a
net loss in -any single year.

The debt, which at its peak was
not. overly burdensome, has been
reduced sharply., All callable
bonds have been retired and the
company has made some  pur-
chases of -the two remaining non-
callable bonds — the General 4s,
1995 and Adjustment 4s, 1995. By
the end of 1949 this non-equip-
ment ‘debt had been pared “to
$200,467,000, a reduction of meore
than-a third since the beginning
of 1941. Moreover, equipment ob-
ligations stood at only $14,410,-

736. About two-thirds of these will -

have matured and been paid ‘off
by the end of this year. Mean-
while, finances have been im-
proved materially—in this respect
Santa Fe is one of the strongest
roads in the country, Cash items
alone stood above $157 million a
couple of months ago, equivalent
to nearly 19 years’ requirements
for fixed and contingent charges.

Even more important than debt
and financial progress from a
long-term viewpoint has been the
vast improvement in the physical
condition- of the .property.: The
road was one of the early pioneers
in the use of diesel power for road
freight service. Large sums have
been spent on building up this
fleet. Additional sums have been
spent on freight car eguipment
and on_additions and betterments
to roadway. In all,-in the years
1941 through 1950 well over $400

million has been spent-on gross-

additions and betterments to prop=
erty and equipment. These out-
lays have alone been equivalent
to more than twice the current
debt, including equipments, With
the property improvements a far
greater degree of operating effi-
ciency has been attained. .
Last year earnings on the com-
mon stock amounted to $31.29 a
share, compared with $18.06 a
share earned a year earlier and a
wartime peak of $27.79 realized in
1942. The 1950 results were, how-
ever, swollen by special credits, at
least in part non-recurring. There
was an accrual for the retroactive
mail pay increase in the amount
of $9,108,845 and a $6,000,000 divi-
dend from subsidiaries. Presum-
ably this latter was from Western
Improvement which, despite fair-
ly substantial earnings, has made
no dividend distributions in a
number of years, After taxes these
two items added $10,112,661 to net,
equivalent to $4.17 a share of San-
ta Fe common. It is notable that
even without either of these two
items, and they are by no means
entirely of a non-recurring nature,
earhings would  still have been
close to the World War II peak, It
is doubtful that with current and
prospective taxes earnings can re-
peat their 1950 performance this
year. ‘Nevertheless, they .should
remain well above $20.00 a share.

FHLB Notes on Market

A new issue of $84,000,000 Fed-
eral Home Loan Banks 17 %, con-
solidated notes, Series F-1951,
non-callable,- was offered Feb. 6
by the Federal Home Loan Banks
through Everett . Smith, fiscal
agent. The notes, dated Feb. 15,
1951, and due Nov. 15, 1951, are
priced at par. A countrywide sell-
ing group of securities dealers
will participate .in the offering.

Proceeds from the financing will
be used .by the .Federal Home
Loan Banks to refund in part the
Series A-1951, 135%. consolidated
notes maturing Feb. 15,-1951, out-
standing in the amount of $97,-
000,000. Balance required for re-
tirement of the 134s will be ob-
tained from funds on hand. :

Upon completion of the financ-
ing the Federal Home Loan Banks
will “ have = outstanding consoli-
dated obligations in the amount of
$548,000,000. ;

Grant Exchange Member

Samuel S. Grant has retired as
a general partner of Sutro Bros. &
Co., and has been admitted as a
member of the New York Stock
Exchange. He will make his office
at Sutro Bros, & Co., 120 Broad-~
way, New York City, . .

With Rockwell-Gouid ;

ELMIRA, N. Y.—Jacob B. Har-
der, Jr., is now associated with
Rockwell-Gould Co., Inc., 159-167 -
Lake Street, as sales represen-
tative.
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~ Eisenhower Repbﬂs to Nation

.ain, still existing on an austerity

In-radio address, General expresses confidence in outcome

of European rearmament. Says U. S. security requires partici-

pation in defense of Western Europe, but “we Americans -can-

not support the world militarily or economically,” and there-
fore must insist on working partnership with Allies.

In a radio address to the nation
on Friday evening, Feb. 2, fol-
lowing his
‘talk ‘to mem-
bers of Con-
gress, General |
Dwight "D.
‘Eisenhower
reported gen-
erally on the
defense situa- |
tion in Europe
‘and, express-
ing confidence
in success of
‘the estanlish-
ment of a
Western 'Eu-
ropeandefense
army, con-
cluded by ap- .
pealing for a ;
united America to “constitute 1he
greatest temporal force that has
ever existed ‘on God's. earth.”

The text of General Eisen-
hower’s dddress follows:

As a-soldier, I have been given
an Allied assignment that directly
concerns the security of the free
world, with special reference. to
the countries bordering upon the
North Atlantic Ocean. I have ap-
proached the task, aiming-at -the
good of the United States of Amer-
ica, conscious that a strong, sol-
vent America ishe indispensable
foundation for a free world.

While I have reached definite

conclusions, the subject of the free
world’s security is so vast ‘and
complex that no man could hope
to master its elements to the iast
critical item or, in a quarter hour,
to answer all questions in his fel-
low-citizens’ minds. Consequently,
though I speak to you out of deep
conviction, I do so in all humility,
trusling to your sympathetic con-
sideration.
- Our-hope remains' the achieve-
ment - of ‘peace based on undcr-
standing and forbearance, the only
sure foundation for peace.

We must never lose faith that
such a peace can be ultimately
established. We seek only peace.
No one can honestly interpret our
modest preparations otherwise.

. But we should examine the cur-
rent si uation, fearlessly and clear-
ly, neither shutting our eyes to
obvious dangers nor permitting
fear to warp our judgment. Amer-
ica’s record and America’s strength
certainly should prevent hysterical
. .apprehension of the future. Today
‘we are faced by an aggressive
dimperialism that has more than
once announced - its implacable
hostility to. free . government.
Therefore, we sirive to erect a
wall of security for the free world
behind which free institutions can
live. That..wall must be main-
tained until Communist imperizl-
ism dies of its own inherent evils.
~ One of the great questions be-
fore us is the will and. capacily
of Eurove to cooperate effectively
in this aim.- Unless there exists
in Europe a will to defend itself,
no .amount .of .outside help' can
possibly make: it secure. A nation’s
defense must spring from its own
+ soul; and the soul cannot be.im-
ported. ’ St

General. Dwight D,
Eisenhower

Western Europe

For years we have heard that
Western Europe is plagued, -con-
fused, and divided far more se-
riously than we are; we have
heard that in their homes, in fac-
tories, on the street millions of
honest. workmen are -daily sub-
i jected to Con{hunist bullying;

that their days~and nighils are
" haunted by the specter of invading
hordes whom they canno! hope to
‘equal in numbers or physical

strength.

Furthermore, the. discourage-
ment, destruction and' confusion
Visited ‘upon the peoples of Europe

by two world ‘wars sapped their
| productive capacity and, in some
. instances, reduced them 1o levels

of near-s.arvation, More than‘this
—their spirit was smothered  in

war-weariness, .

" Holds 'U.-S. -Can’t Stand Alone -
That is a story often told. If

if were the whole story, then all
I'could honestly do would be to

recommend that we abandon the
NATO [North Atlantic Treaty Or-
ganization]. treaty and—by our-
selves—attempt, however futilely,
to build a separate fortress against
threatening aggression. Two strik-
irg facts make such a recommen-.
dation, for me, impossible.

- The first fact is ‘that the utter
hopelessness.of the alternative re-.

+ quires ‘our ‘participation in Eu-

ropean defense. We can all under-
stand ‘that America must be
strong in air and sea power. These
elements are vitally essential to
the defense of the free world. and
it is through them that we protect
the -approaches 10 our homeland
and the routes of commerce nec-
essary to our existence,

But this alone is not enough.
Our ships will not long sail the
seas, nor our planes fly the ‘world
airways, 'if -we stand -aside in-
fancied-security while an aggres~
sive - imperialism . sweeps . over
areas of the earth with which our
own future is-inseparably linked.

. “Western Europe is 1he cradle of

our civilization; from her orgini-
nally. we drew our 'strength, gen-
ius and culture. But our.concern
in Europe is far more than senti-
mental.  Our own security is di~
rectly involved. Europe is a high-
ly develoved industrial complex
with the largest and most varied
pool of skilled labor.on earth. This
huge po:ential. would be a rich
prize for g -totalitarian.invasion:
Its direct :importance to‘us is the
stark - fact ‘that its possession by
commuristic forces would give
them opportunity 1o develop a
preponderance of power, Even
this .disaster weuld: not tel]l the
whole story. b

Importance of Free Western
Europe

If Western Europe shpuld be
overrun: by - communism, many
ecenomically dependent ‘areas in
Africa and the Middle East would
be affected by the debacle. South-
eastern Asia would probably. soon
be :lost. - Thus, we' would be -cut
off from the raw materials of all
these regions—materials:that we

need for existence. World destiny .

would then be dictated by im-
perialistic powers whose:-avowed
purpose.if the destruction of free-
dom. - . :

The second . fact bearing upon
our participation in European de-
fense is that the people of Europe

«are not .spiritually bankerupt, de- =
spite the validity .of many pessi-

mistic reports.. Great sections of

its population have for years la- -

bored on and fought the creeping
paralysis of communism. Now, the

North Atlantic Treaty has brought -
new fuel to the flames of hope in -

Europe.: It has noticeably lifted
morale, the fundamental- element
in this whole situation—the force
which powers all human progress,

In-every capital, there is grow-
ing a desire to cooperate in this
mutual security effort, “All the
governments .that I have recently

visited agreed that their defense

programs must be stepped up de-
spite economic and other difficul-
ties—in spite of preoccupations
that constitute. abnormal drains

upon particular nations. For ex- .

ample, France now ‘wages 'a re-
lentless. -and. costly war against
communism in Indo-China. Brit-

level, shoulders heavy burdens in
Malay. However much those na-
tions may differ from us in their
diplomatic¢ thinking with respect
to ‘Asiatic states, there is no ques-
tion concerning their solidarity in
opposing communistic aggression;

Within the past few days, Brit-
ain has stepped up drastically its
rate of preparation. The new mili-

-tary : service program in France
‘bars gll exemptions, of every kind

whatsgever. The Norwegiang im-
pressed.me with -their unshakable

determination ‘that never again :

will they' be victims of occupation.
To them, a. fighting resistance,

‘even to their own destruction, is

preferable. And in Italy, there are
unmistakable signs of a stiffening
courage and.-determination. The.
same is true of Belgium, Holland,
Denmark, Portugal, Luxembourg
and Iceland. T s B

" Europe’s Spirit Regenerated

In every courtry I saw hearten-
ing evidence of a regeneration in
Europe’s spirit. Its morale, -its
will to fight, will grow with every:
accretion to physical strength. The
arrival in ‘Europe of new Amer-
ican land ‘and air units, though
modest in protective influence by
themselves, will certainly produce
added confidence and " accelerate
the production of military. force
throughout the member nations.
The Europeari’ nations must, ;of
course, produce and maintain the
great bulk of the:land forces nec-
essary to their defense.

For this purpose-the most im-
imediate-need in:Europe is muni-
tions- and equipment. Every -one
of ‘the Continental nations. I -vis-
ited can rapidly and markedly in-
crease : its resistance power if it
¢an be promptly furnished addi-

‘tional “ supplies -of  this kind. To
fill this need, our loyal neighbor,
Canada, with Britain-and others,

is shouldering part of the load.- -
" In military potential, the free
nations have everything they need
— natural resources, industrial
genius, . productive .capacity, and
greéat reservoirs of leadership abil-
ity. Givén the ingredient of mo-
rale—the determination to com-
bine' for mutual proteclion—the
military strength will be  pro-
duced at a speedy pace. With
every increase in strength, there
will be an upward trust in morale,
resulting in an evermounting
spiral of confidence and security.

With respect to time, and hour
of attack, no man can know at
what hour, if ever, our defensive
organization may be put to the
ultimate test. Because our purpose
is entirely defensive, we must be

ready at the earliest possible mo-

‘ment. ‘Our current mobilization,

properly adjusted to our peaceful
security needs, should be as rapid
as any required by the emergency
of war,

To you, the people of America,
I repeat—as 1_have to the Con-
gress and to the President—that I
believe that: : -

First, the preservation of a free
America requires our " participa-
tion in the defense of Western
Europe. "
. ‘Second; success is attainable.
Given -unity in :spirit and action,
the: job can be done.
Third, while the transfer to Eu-
rope of American units is essen-
tial, our major and special con-
tribution should be in the field of
munitions and equipment, .
. By no means do I believe ‘that
we Americans can support' the
world ‘militarily or: economically.
In our own interest, we must in-
sist -upon a -working partnership
with. -every . nation . making . the
common security its task of first
priority. Everyone of the member
nations must realize that the suc-
cess of this combined effort -to
preserve the peace rests as direct-
ly “upon ‘- America’s - productive,

-economic, and political strength’

as it'‘does on any amount of force
we can develop. Only cooperative
effort by all of us.can preserve
for the free world :a position of
security, relative peace; and . eco-
nomic stability. : ;

Attainment of this ‘result is
largely a matter of morale -and
human * spirit. The frée world
must now prove itself. worthy of
its own past. .- .

If Frenchmen can rise to ‘the
heights their fathers achieved -at
Verdun in' 1916; if Italians can
recapture the fervor of Vittorio
Veneto; if the Bri.ish -can Telive
the days of 1940 ‘when they stood
alone against Hitler; i our other
Allies can .réact-to today’s threat

:in the mode of their own revered

patriots; if we here in ‘America
¢an match the courage and' self-
sacrifice of the ragged, freezing
members of Washington’s' Army at
Valley Forge; indeed,-if each ‘of
us now proves himself worthy of
his countrymen fighting and dying
in Korea, then success is sure-—a
glorious success that will bring us’
security, confidence, tranquility,

Each of us must do his part. We
canngt delay, individually or na-
tionally, while we suspiciously
scrutinize the sacrifices made by
our neighbor, and through a weas-~
ling logic seek some way to avoid
our own duties.

America Should Lead
* If we Americans seize the lead,
we will preserve and be worthy
» C 8
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of.our own past. Our children
will dwell in peace. They will
dwell in freedom. They will read
the history of "this decade with
tingling pride and, from their kin-
ship with this -generation, they
will inherit more than can be ex-
pressed in millions, in acres, or
in world acclaim. o

- 1t is not-my place ‘as a soldier.
to dwell -upon - the polilics, the
diplomacy,- the particular tireaty
arrangements that ‘must accom-
pany and' go forward with such

an effort. ‘But I do conceive if

my duty to report from time to
time, both to this government and
to all others in the coalition, as
to progress achieved. Thus ovur
own and all ‘other peoples may
constantly review their decisions
and plans and, if necessary, revise
them. This evening I come back
to you only as one with some ex-
perience of war and peace, of
some acquaintanceship with our
friencls of Western . Europe, ta
bring you what is in my heart and
mind.. I shall go about my own
task in this undertaking with the
unshakable confidence that Amer-
ica will respond fully when the
basic issues are understood. .

.-We know that 150,000,000 united’
Americans constitute the greatest
temporal force that has ever ex-,
isted on God’s earth. If we join
in a common understanding of our,
country’s role today and whole-.
heartedly devote ourselves to its.
discharge,-the year 1951 may be
recorded in'our history in letiers
as bright as is written the year
17176. ' :

Dietz Partner in :
~ Seskis Wohlstetier .

" Seskis ‘& Wohlstetter, 25 Broad
Street, New York City, members
of the New York Stock Exchange;
announce that Kenneth F. Dietz
was admitted to General Partner-
ship as of Feb. 1, 1951. Mr. Dietz
formerly was connected with E, F,
Hutton & Co., and Shearson, Ham~
mill &-Co. where he was a Special
Research Consultant. He will act
in the same capacity with his own
firm who are specialists in several
stocks listed .on the New York
Stock Exchange—including Jones
& Laughlin Steel, Western Union
and others. ' .
. -Mr. Dietz admission to partner-
ship was previously reported: iq
the “Chronicle” of Jan, 25,

J. E. Hammers Opens * °
ABERDEEN, S. Dak.—James. E:
Hammers has opened offices ‘ag
1502: South First Street to engage
in, the securities business.
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Growth of Pulp and Paper Indusiry

Justin R. Weddell, of St. Regis Paper Company, tells Rol.lins
College Economic Conference pace of output has been continu-
ously accelerated in past quarter of century by expansion of

Southern mills, now producing

Addressing the 16th Annual
Economic Conference at Rollins
College, Winter Park, Fla, on
‘Feb. 2, Justin R. Weddell, di-

rector of Pub-

lic Relations
of the St

Regis Paper

Company,

noted the

rapid growth
and expansion
of pulp and
paper. .output
7 in the United

States in re-

centyears,

particularly in
the Southern

States. )

“Within the
past 50 years,”
Mr, Weddell stated, “our pulp and
paper production has grown 10
Adold: from approximately two mil-
lion tons annually to over 26 mil-
lion tons. Over the same period
«aur population has doubled, and
ithe per capita use of paper has in-
creased from 50 pounds per year
to 350 pounds. The pace of this
growth has been accelerated dur-
ing the past quarter century by
the significant development of
the industry in the South. From
a standing start in the early 20’s
the southern forest and the south-
ern mills are now contributing
over 50% of the pulp produced in
the nation, and about a third of
‘the paper products.” :

Continuing, Mr. Weddell re-
marked; “May I quote in broad
figures frorn some data collected
by the late James H. Allen, a man
«af the South who is looked upon
:as an outstanding leader among
ithose few men who created by
their faith and energy and re-
:sourcefulness the pulp and paper
iindustry of the: South:

“As late as 1933 the investment

in mills and plant in the South
was a little over $100 million.
‘Today’s capital asset value ap-
sproaches seven times that figure.
“The sales value has increased 10
itimes. Payrolls have increased 20
ttimes. The growers and producers
«f pulpwood 18 years ago re-
«eeived - ‘about "$9 million; today
‘the annual value .of pulpwood
«consumed is “approximately $180
million, The industry that em-
ployed 18,000 men in the mills
and the woods in 1933 now gives
employment to over 130,000. Mil-
lions of acres of cut over land
and second growth pine, much of
which had lapsed into tax delin-
quency, have been converted into
one of the most salable assets of
the South.

“Through the establishment of a
sure market for pulpwood — the
smaller trees of the forest—a new
and growing income has come to
the farmer and woodland owner.
.All the uses of conservation and
dorestry have been given new life,
“The great southern forest, ravaged
for generations by fire and pest
.and careless cutting, is restoring
‘#tself, and being helped in that
process by fire control, reforesta-
‘tion plantings, good woods man-
:agement, and the development of
tree farms.. The whole economy
-of these southern states has been
lifted. Whereas 18 years ago we
were importing some 32 million
tnns_of paper, we are today ex-
iporting some of our southern
;product. Whereas 18 years ago,
ithrough imports of pulp and pa-
:per we were. in effect supporting
70,000 full time.jobs in foreign
wood production,,wg have today
brought those. jobsi-home to .our
woods workers.

“What will be the impact of
‘world affairs upon such an econ-

:iomy? It is not a fragile structure.

Justin R. Weddell

one-half of nation’s production.

It is not to be measured by the
brick and mortar, the machines
and tools, that make up the 50 odd
mills of the southland. It is not
to be measured by the investment
in plants and woodlands that are
its outward expression of worth,
estimated at nearly a billion and
a quarter dollars. There is an-
other ' dimension, the dimension
of depth. It is the flesh and blood
of tnhe industry; the men who
work in it and direct it; the spirit
of the men who created it.

“In Mr, Allen’s address before
the Southern Forestry Conference
in Montgomery two years ago he
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said: ‘It is axiomatic in life that
where there exists a great need,
the manpower to meet the neces-
sity is forthcoming.’ He went on
to speak of men who were out-
standing in action, men of cre-

ative genius and courage, ‘whose |

whole thought was the job at
hand, not public acclaim.” Of the
men he named in that group of
pioneers he spoke of the late
Richard J. Cullen of the Inter-
national Paper Company as the
man who ‘will in time be chron-
icled as the South’s greatest busi-
ness executive . . . a man pos-
sessed of a dynamic mind and
personality . . . with the ability to
build efficient mills; to inspire
men in his organization; to find
markets; to pay debts, and create
capital surpluses” He was de-
seribing a man of the American
faith whose work is one of the
underpinnings to the economy of
the South.

Sees Little Revenue From Excess Profits Tax

Dr. J. Henry Landman tells Tax Forum of Cost Accountants

there are too many loopholes
from

The new excess profits tax law
has too many loopholes to yield
as much revenue as the Treasury
anticipates, tax attorney Dr. J,
Henry Land-
man declared -
at - the Tax
Forum of the
New York
Chapter of the
National
Association of
Cost Account-
ants -on  Jan.
31.
Congress
intended to
raise approxi-
mately $3.3
billion
through an
excess profits ) :
tax that would fall on about 76,000
larger corporations, according to
Dr. Landman. He expressed doubt
that the yield will reach $3.3 bil-
lion even if national income rises
above present levels.

One reason Dr. Landman gave
for -expecting  a lower EPT yield
will be a tendency for businesses
to adopt the partnership - form.
Partnerships, which pay ‘neither
normal nor excess profits taxes,
will again become popular as dur-
ing World War II, he pointed out.

“Other corporations are estab-
lishing subsidiaries which deflect
earnings that would otherwise be
subject to excess profits. taxes,
and, in addition, each subsidiary
enjoys a $25,000 minimum credit,”
he said. -

“Still others are repedting a
wartime practice of buying cor-
porations currently operating at a
loss. Where the acquired corpora-
tion had high 1946-1949 earnings,
the purchaser can sometimes take
advantage of this favorable expe-
rience to increase its own normal.
earnings credit. Corporations can
find legitimate business purposes
for a multiplication of their sub-
sidiary enterprises.”

Among other EPT effects, Dr.
Landman pointed out that it en-
courages borrowing. Corporations
can borrow at from 2% to 4% and
thereby earn additional excess
profits credits between 6% and
99%. Dividend policies are apt to
become more conservative be-
cause - accumulated earnings are
treated as equity capital and re-
ceive a credit between 8% and
12%. There is little risk of run-
ning afoul. of the penalty on un-
reasonable undistributed earnings
during a period;pf,high economic
activity, he explained.

In conclusion, Dr. Landman
conceded that the new EPT is
more specific in regard to “hard-
ship” relief than its World War II

£

J, Henry Landman .

to yield $3.3 billion expected
levy.

predecessor, but expressed his
opinion that its effectiveness as a
source of revenue would be weak-
ened by the law’s many loopholes.

Dillon, Read Group
Underwrites Offering

The offering of 233,576 shares

' of additional common stock (par

$1) to the common stockholders
of record Jan. 31, 1951, of South-
western Public Service Co. at
$14.75 per share has been under-
written by a group of investment
bankers headed by Dillon, Read
& Co. Inc, The subscription war-

_rants, which expire at 4 p.m.

(EST) on Feb. 14, 1951, give

»holders the right to subscribe for

one new share for each 13 shares
held and the additional right to
subscribe at the same price, sub-
ject to allotment, for shares not
taken by stockholders upon exer-
cise of their precemptive rights.
Dillon, Read & Co. Inc. will act
as dealer-manager of a greup of
security dealers in soliciting the
exercise of subscription warrants.
The utilitly company proposes to
use the proceeds from the sale of
the new common stock, together
with the proceeds of $12,000,000 of
first mortgage bonds and 10,060
shares of new preferred stock, for
construction of additions and im-
provements to its properties or to
repay bank loans obtained for that
purpose. The company has en-
tered into a contract for the sale

- privately of the $12,000,000 - of
bonds and -expects shortly to en-.

ter into a similar contract with
regard to the 10,000 shares of pre-
ferred stock.

The company is primarily en-
gaged in the generation, distribu-
tion and sale of electricity, its
service territory including the
Texas and Oklahoma Panhandle,
the South Plains region of Texas
and the Pecos Valley region in
New Mexico. The population of the
territory served is approximately
618,000. For the 12 months' ended
Nov. 30, 1950, total operating rev-
enues were $18,924,811 and net in-
come $4,509,468. :

A regular quarterly dividend of
28 cents per share on the common
stock has been declared payable
March 1, 1951 to stockholders of
record Feb. 21, including holders
of the common stock involved in
this offering.

With Noble, Tulk

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—John J.
Byrne, George B. Hull, Kenneth
E. Mangum, John R. Marsh, G.
Chester Noble, and Robert E.
Tyler have been added to the
staff of Noble, Tulk & Co., 618
South Spring Street, members of
the Los Angeles Stock Exchange.

Canadian

"The long neglected problem of
immigration is now compelling
greater attention not only on the
part of the Dominion and Provin-
cial governments but also of Cana-
dian industry. Canadian economic
expansion in the past decade has
been of such dynamic nature that
it has naturally imposed a severe
manpower strain. Until recently
the question has been dealt with
in a half-hearted fashion by the
Federal - authorities. For many
years only the Department of
Colonization of the Canadian Pa-
cific Railway Co., took any prac-
tical steps to augment the flow of
immigration. Since then the gov-
ernment of Ontario has taken a
strong initiative in- bringing in
‘British families by air. A total of
about 30,000 was achieved in 1947
and 1948 and during 1951 efforts
will be made to secure an addi-
tional 75,000.

Now the Federal Government is
at last conscious of the necessity
of adopting a more virile attitude
in the matter. From the beginning
of this month prospective immi-
grants will be advanced the great-

.er part of their transportation ex-

penses to the Dominion. Under the
present Ontario scheme Canadian
firms have also arranged to lend
transportation funds to would-be
immigrants. In a further endeavor
to fill the growing manpower
needs A. V. Roe (Canada) Ltd,, is
advertising intensively in British
newspapers for skilled aircraft
workers. The Federal Government
has also dropped its 11-year ban
on German nations with a view to
tap. the immense pool of some
900,000 displaced persons in West-
ern Germany.

These efforts are being made
in no way too-soon as other coun-
tries are now faced with a similar
problem. Australia in particular
has achieved considerable success
in securing new citizens and since
the war has added about 500,000
immigrants to her population as
against 360,000 for Canada. Can-
ada however. is in an unrivaled
position to.compete not only for
sources of manpower in -dissatis-
fied' Europe but also to attract
seekers of new fortunes South of
the Border.

The Dominion is clearly at the
threshold of a new era of dynamic
expansion. Whereas only a few
years ago the predictions of the
late Stephen Leacock concerning
Canadian economic and population
potentials were considered as airy
flights of imagination, they now
strongly challenge - contradiction.
It is interesting to quote at this
time the views expressed on this
subject in 1943 by this eminent
Canadian writer and economist:

“One has no sooner made the
statement that Canada can easily
carry a population of a hundred
million than dissent, I say, arises
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from all sides—from the Village
Idiot, on the back bench, from the
College Idiot on the front seat,
from Labor on the floor and from
Capital on the platform.

“All these objections rest on
misinterpretation, an historic er-
ror and a failure to appreciate the
great changes now bringing about
a shift of the population of the
globe towards the northern. re-
gions.

“The whole scene is sheer illu-
sion—Canada is as empty as ever
—almost. Still abundant room,
abundant opportunity — life and
all that makes it sweet, waiting
here for uncounted millions of
people — serene sky and empty
plain, and rivers murmuring in
the forest—nature’s temple, where
we crowd and wrangle round the
entrances.”

Today this vivid commentary on
Canada’s tremendous opportunity
for expansion rings more truly
than ever. If a few years ago the
question of Canadian ability to
sustain a population of 100 mil-
lions was viewed with the utmost
skepticism, it is now considered to
be only a matter of time. Already
the Dominion has the available
space—236,000 square miles great-
er in area than the United States,
unrivaled unutilized reserves of
natural resources, ideal situation
at the geographic hub of the
Northern Hemisphere—but a pop-
ulation of a mere 14 millions.

During the week there was neg-
ligible activity in the external sec~
tion of the bond market but there
was a continued although small
scale demand for Dominion inter-
nals. The Canadian dollar dis-
played a stronser tone which is
likely to persist; it would appear
that the end year and end January
testing periods have been success=
ful negotiated but no major
move can be expected until the
Canadian summer export. and
tourist season. Stocks, after a dis-
play of strength which carried
many issues of all-time highs, sub-
sequently yielded a part of their
previous gains. Western oils paced<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>