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EDITORIAL

As We See It

O wad some power the giftie gie us
To see oursel’s as ithers see us!

It wad frae monie ¢ blunder free us
And foolish notion. . . .

These famous lines of the poet have repeatedly
come to our mind of late, as they must have been
in the thoughts of ‘a great many realistic Ameri-

' cans. Reports which keep coming from across the
Atlantic about fears existing in Europe that dan-
ger is inherent in what they term “Yankee impul-
siveness” have, we are certain, far more deeply
disturbed many thoughtful citizens on this side
of the water than they seem to have troubled
the politicians in and out of Washington. The
question as to whether we have or we have not
wholehearted allies ready to follow vigorously
where we lead is a vital one to most of our foreign

" policy—and it rarely seems to have the careful
scrutiny in official quarters that it should com-
mand,

This European situation is, however, but a part
—albeit a vital part—of a larger state of affairs.
The whole question has been again brought sharp-
ly to the attention of thoughtful men and women
by the unconcealed nervousness of the British
about our probable action in Korea now that the
forces under General MacArthur’s command are

again on their way toward the 38th parallel. What

Governor Dewey had to say in Washington late
last week certainly did not reduce the need for
very careful study of how we appear to all the
peoples of this earth who have vital interest in
what we do in many quarters of the globe.

It has long been evident that the United
Nations, while hardly an admirer of Russia and

Continued on page 38
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What Investment
Policy Now?

By HAROLD E. AUL*
. Vice-President, Calvin Bullock

Market economist expects business recession, but lim-
ited and ‘without significance for long-term investment
policy. In face of present market risks entailed from
its historically high level and overhanging war scares,
Mr. Aul maintains armament period guarantees sus-
tained industrial activity providing dividends justifying
current stock prices. Concludes equities are furnishing
inflation-protection without premium.

I believe that we can best approach -the problem of
investment policy by taking an audit of the economy of
the securities markets—more particularly by striking a
trial balance of the pros and cons of a dynamic and risk-
taking policy, namely, the purchase of common stocks.
Our conclusions, derived from this audit, will suggest
inferentially the degree to which we should commit
funds to the shelter of so-called “riskless investments.”

We find, as usual, numerous debits and credits in our
trial balance, At any given time, you can always find
plenty of reasons for being bearish or bullish. It is our
job to strike a balance,

The first item on the debit side of our balance sheet
is the threat of war. I have already set up as a major

premise of our analysis the improbability of the out-;
break of a major war; but this does not rule out the
likelihood of other “Koreas” in various areas, includ-:

ing, among others, Yugoslavia, the Middle East, Indo-
China, and even western ,Germany, carried on by the
familiar Soviet tactic of mercenaries and satellites.
These “incidents,” carrying the threat of a full-scale
war, may strike with heavy impact on investor psychol-
ogy and touch off severe market breaks. While an ex-
tension of the present conflict would serve to augment
the inflaticnary forces present in our economy and thus
theoretically increase the relative attractiveness of com-
mon stocks as a defense against the debasement of
money, this consideration might not prevent an hysteri-
cal selling of securities in such a crisis, It was evident
alter Pearl Harbor that we were in for a period of

Continued on page 36

*A talk before a group of investment bankers, Hotel St. Francis,
San Francisco, February 14, 1951,

PHILADELPHIA TRADERS ASSN. DINNER PICTURES — Officers and Governors of the
Investment Traders Association of Philade phia, also pictures taken at the Association’s

Annual Mid-Winter Dinne on Feb, 21 start on page 23,

Selecting Industrial
Preferred Stocks

By ROGER F. MURRAY *
Vice-President, Bankers Trust Co., New York

After describing legal and investment characteristics of
preferred stocks, Mr. Murray veighs important protective
features that influence their investment value. Stresses
four factors in selection of preferred issues, viz: (1)
analysis of stability and growth of the industry; (2) con-
servative and balanced capitalization; (3) stability of
earning power; and (4) strong current asset protection.
Stresses need of care and discretion so as to obtain
sound quality stocks.

After the experiences of the early 1930s, many invest-

ors concluded that industrial preferred stocks were def-
initely unattractive on the grounds that they combined
the limitations on profits of bonds with the risks of
common stocks. As a consequence,
preferred stocks as a class were held
in low esteem, More recently, against
the background of more than a dec-
ade of high earnings, a considerably
more favorable attitude has devel-
oped, even bordering on indiscrimi-
nate acceptance of marginal issues as
good quality investments., Neither
this incipient optimism nor the very
skeptical view of the.1930s should
be - accepted without investigation,
As a matter of fact, it is essential that
any general conclusions be related to
the basic objectives sought in the
selection of individual issues.

What Is the Objective of Selection?

What is the investor seeking from
industrial preferred stocks? Primarily, I presume that

it is a better rate of return than that obtainable from
bonds, combined with regularity of income. A sec-
ondary but important objective may be reasonably stable

Continued on page 39

*An address by Mr. Murray before the Savings Banks Bond Men
of the State of New York, New York City, Jan. 10, 1951, .
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" 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.)

HENRY A. BOECKELER

Boeckeler Instrument Co.,
Tucson, Ariz.
(Formerly Security Analyst with
E. Mahan Co., St. Louis, Mo.)

Alleghany Corp. 5Y2% Cumulative
Series A Preferred

A good kind of stock to own
is one that will do well in a rising
market and which will also be a
desirable holding in adverse time.
The writer
feels that Al-
leghany . pre-
ferred, series
A, is such a
holding. He
believes that
it is an expec-
tation situa-
tion and that
it has an an-
nual potential

tion amount-
ing to 15% to
20% per year,
Such a poten-
tial will go a .
long way to offset any decline
that might otherwise be experi-
enced due to general market in-
fluences. ’

This issue- presents. two prob-
able alternatives. Each is desir-
able for the buyer in the proper

s

H. A. Boeckeler

. position personally:

(a) There is the chance that no
dividend will be declared in the
near future. In this case this hold-

" ing will appreciate in value be=
! cause all receipts from the invest-

ment portfolio which would other-
wise accrue to this issue for the
payment of dividends will be re-
tained. This will of course in-
crease the asset value behind the
stock which will tend to appre-
(Alleghany pre-
ferred tends to sell, of course, in
relationship with its net asset

| value. The relationship is a loose

one, but it can be observed.)

(b) The stock may be put on a
$550 basis. In this case it is a
holding which, compared with
sirhilar situations, should sell very
much higher than present pricé
of 83. Maximum expectation at
present is about. $213. which in-
cludes accumulated dividends of
$108 plus par and.call premium
of $105. It would séem that on
a $5.50 basis Alleghany preferred
might command some such mar-
ket price as 100-130.

Looking back at (a)  above.
Attention may be drawn to the
tax saving circumstance of gain
without payment of present. in-
come tax. For, if the stock is car-
ried on borrowed money the cost
of carrying it approaches a very
low figure. - This ‘- cost for 3%
money would be only 1% % to an
individual who paid a 50% tax
on the top increment of his in-
come. This 1% % is-nominal when
weighed against an annual poten-
tial for appreciation, as mentioned
above, of 15-20%: or more. (And
this figure for appreciation pos-
sibility is looking. at the prospects
conservatively without the as-
sumption of a bull market to en-
hance portfolio values.)

Alleghany’s portfolio is appa-
rently in a transitional state. For-
merly a railway holding company,
it has been changing character.
Today it is more like an invest-
ment trust with moderate diversi-
fication " of holdings.' The "only
large railway holdings that are
non-defensive in character are
C. & O. and Missouri Pacific old
common. These holdings are an
inheritance rather than otherwise,
and in the case of C. & O. are
down greatly from peak positions

of the past. If the Missouri
Pacific stock becomes. worthless
the . loss in asset value to the
portfoiio will be about $8.

 The portfolio is further unbal-
anced by a large percentage of
Pittston Co. stock. This stock has,
however, mostly been received by
Alleghany as dividends from
C. & O. and its prominence in the
portfolio is due mostly to its spec-
tacular appreciation in value over
the last 12 years. This appreci-
ation is due in considerable part
to conditions in the coal industry

i resulting from World War II, but
it is also due very considerably

to aid in finances and manage-

ment given by Alleghany.
Another holding taking a large

percentage place is 104,400 shares

. of Investors Diversified Services

Inc. (traded over the counter).
Cost of this block is $1,905,000,

i but present market is $4,200,000.
. The outlook is considered 'very

favorable for this rapidly growing.

i company selling paid-up invest-

ment certificates and mutual trust
shares.

Alleghany’s management has
stated that “some diversification
outside the railway field would
be desirable.” It has been in line
with this policy that positions
were taken in the Investors Di-
versified Services and also
(through a joint venture) in Kir-
by Petroleum stock.

' 1t -is possible that -passage of
time will show a quality improve-
ment in -Alleghany series A pre-
ferred due to- increased diversi~
fication out of the fields of rail-
ways and coal mining.

It would seem that as of todav,
wheri” Alleghany preferred is sell-
ing at $83, it is cheap. This rep-
resents a discount of 421, % from
the net asset value per share of
$145. (This $145 figure is arrived
at by. the writer through a pro-
jection of the June 30, 1950, bal-
ance sheet. It might be expressed
more correctly as $140-150 per
share as it is not easy to calculate
it too closely.) In the past, a mar-
ket price of no discount. or. small
discount has several: times been
the case. The market price, for
examp'e, was in the middle 80s
in January, 1950, when the asset
value per share was about $100.
This was at the time. of retire-
ments of this issue and the prior
preferred by tender. If recollec-
tion is correct, during the 1946
bull market the series A preferred
sold fairly close to asset value
when it was trading about $65 per
share. :

At the present time the war
situation makes the portfolio one
which perhaps could not have

been more advantageously  se-

lected. The large uotuwgs Ut
C. & 0. and Pittston. Co. might
be the best selections today that
could be made for the placement
of new investment funds. There
is a good chance that the C, & O.
dividend will be raised to the
former annual $3 rate in the not
too far distant future. Pittston

has recently been discussed at
length in this column. Ownership
of thése shares is a ‘cheap way
of owning Clinchfield Coal Co.
This subsidiary is in.the midst of
a successful drilling program for
natural gas. This, of course, is a
new field of endeavor besides its
principal business of mining high
quality coals. It has been rumored
that a very large industrial plant
of a leading chemical company
will be built on land owned by

Clinchfield. Clinchfield has’

This Week’s
Forum Participants and
Their Selections

Alleghany Corp. 514 % Cumulative
Series A Preferred — Henry A.
Boeckeler, Boeckeler Instrument
Co., Tucson, Ariz. (formerly Se-
curity Analyst with E. Mahan
Co., St. Louis, Mo.) (Page 2)
Texas Utilities Company—John J.
D’Arcy, Assistant Treasurer, F.
L. Putram & Co., Inc,, Boston,
Mass. (Page 40)

Marathon Corporation Common
Stock—Harold A. Franke, Sec-
retary, The Milwaukee Co., Mil-
waukee, Wis. (Page 40)

American Seating Company—Ma-
son B. Sterling, Jr., A. C. Allyn
& Co., New York City. (Page 40)

::=============================
capped gas wells with an indi-
cated flow of 25,000,000 cubic feet
per day: : .

The writer does not know wh=t.
changes have been made in -the
portfolio since June 30, last. Pre-
sumably Alleghany’s investment
directors hdve been active in the
light of changing outlook for dif-
ferent groups and issues.

There is another. aspect. of this
finaneial company which makes
it particularly attractive. This is
its antivity en gewersl lawr-lg gl
benefiting < the ~shareholder. - A
company is ofen of interest to the
investor because of its progress
in its field in so far as it shares
the growth and progress of that
industry. Its particular progress
and vigor are also of interest. In
the case of Alleghany, it may be
said that the portfolio stocks are
as. good' as can be selected on this
level of consideration: The stocks
held are very attractive whenin-
dividually regarded. But, in addi-
tion, Alleghany gives financial
and managerial help to many of
the concerns in which it has an
investment or where control is
exercised. This aid is of great
importance and has. been evident
in the cases of Pittston Co., the
Missouri Pacific and its-reorgani-
zation and in many others. Here
is a plus value on a second level
from the “good company” stock
level, - . .

Going along in our considera-
tion of.this situation there is the
stratum of portfolio management.
Alleghany. has a staff active in

nature has been investment in
Pacific Power & Light Co. Thit
purchase. made along with a syn-
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STix & Co.
taking adyantage of market op- |,
portunities and in- searching out
new buying possibilities. An ex-
ample recently of activity of this

502 OLIVE STREET

St.Lours 1,Mo.

dicate, yielded a profit of $1.500,-
000 oh an investment of $3,900.000
held something over six months.
Another example is 109000 shares
of Steep Rock Iron Mines Lid.
bought at $1.31 per shate and now
quoted at about $8.50. Joint Ven-
ture holding Kirby Petroleum has
a profit in this stock of about
17% on 101,000 shares. This posi-
tion has existed for some months
only. The Joint Venture agree-
ment provides-that Alleghany 'be
secured against any loss but that
it would share 50% of ary profit.
In the case of loss,-Alleghany re-
ceives 5% on its investment.
Here is another level of profit

‘and interest.

Going on there is the level of
portfolio earnings. These have
been poor during the last year
due to bad results for C. & O.

and Pittston. But the 1951 results [

will- no doubt be better by a
good deal. Furthermore, manage-_
ment of Alleghany has stated that
present policy is to “concentrate
on:development of investment in-
come to the point where dividend
requirements are exceeded.” That
this can be done is evident from .
the consideration that only a 5%
return on the $145 per share net

value would amount to about
Continued on page 40
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LETTERS TO THE EDITOR:

“European Attitude on
Our Foreign Situation’ f

Readers comment on article of Ernest T: Welr, Chairman of
Natioral Steel Corporat.on, glvmg his impressions .of a Euro-

pean ftrip of inquiry and in
attitudes adierse to

.+, /The “Chronicle” has received a
 ‘humber -of letters in..connection.
~With the article by Ernest T, Weir
which. appeared on the cover page
of the issue of Jan. 18. Mr. Weir,
‘Who is ‘Chairman. of the Natlonal
Steel Corporation of Pittsburgh,
prepared his article subsequent to
.a trip abroad where he had an
- opportunity to discuss the United
~States foreign policy with public
officials and businessmen in vari-
ous countries. ‘Mr. Weir reported
that an adverse attitude prevails
toward U: S. policy in the Far
East. Our European friends, he
stated; do' not--hold Russia will
soon - precipitate war, and ' that

the Iron Curtain hides weakness,
not strengih. - Europe, according

to, Mr. Weir; desires direct nego-
tiation" between U. S. and Russia, °
as well as a better understandmg
of the Chinese problem, to pre-
vem; Werld War III.

‘Following are some of the-let-
ters received by the “Chronicle”
with respect to Mr, Weir’s article;
others Wll] be published in sub-
sequent issues, :

'HARRISON L. ’AMBER
: " 'President,
¢ -Berkshire Life Insurance Co.,
; : Pittsfield, Mass.
i Mr.' Weir's article is- a very
sound and sensible one, -
¥ & ¥

7' ARTHUR C. ALVAREZ
; Investment Adviser
Berkeley 4, California

I have read carefully Mr. Ernevt
T Weir’s report under the title,
“European Attitude on Our For-
eign: Situation.” I hope you will
make available -by - purchase re-
prints of this -valuable contribu~
tion to the current healthy and
necessary -discussion of our, for-
eign policy.

Since I have been in some parts
of China and am somewhat famil-
iar with the Chinese character, I
would like to comment briefly on
just one sentence on " page 87,
which reads as follows:

“They (our friends abroad in
England and France) believe thatl
the present Chinese Government,
which is avowedly communistic;

truly reflects the present Lhmklng *

of the Chinese people.”
; This is a very sweepmg belief.

« I find it difficult to share this

belief because, over a period of
many ccntur1es the Chinese, al-
ways exireme 1nd1v1duallsts, have
resisted successfully all at empts
by their various dynasties, and by
their local political authorities,. {0
interfere = dictatorialy with ‘he
personal liberty and initiative of
the individual, Racial {raits, in-
grained for so long, do not chang,e
easily or quickly.

For mary centuries, young Chi-
nese in village schools have.been
taught fo insist on their right to
question and doubt all doctrines.

which he reported European
our foreign policies.

These atmudes do not, fit int ‘0 the
frame of Commumsm which,
again and again, has revealed .lta
real self as despotism. i

It would be interesting to krow
details concerning the.avenues of

in"ormation through which .our .

. The Commercial and Financial Chronicle
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friends abroad arrived at ‘their .

present generalized pelief. For
example, exactly what methods :

did they use to .determine’ what .

—A M Sfrong

40) million Chinese actually think 7

akout the present Chinese Gov-
ernment? In our own country, we
have witnessed, at times, how ui-
reliable even the best conductea
poll of oplmon can be

EDWARD ‘M. BORGER
Presxdent The Peoples Natural )

Gas Company,
Plttsburgh 19, Pa. '

I certainly- agree that Mr. Welrs ’ ’ b e o
) “European Attitude on Our Foreign Situation” (Letters to

Editor concerning article by Ernest T. Weir_)

conclusions are clear ‘and realistic

and -Ithope; that' they will make

a forceful impression on the pub-
lic and on the government.
& #* "
HON. HOWARD BUFFETT
U. S. Congressman from Nebraska

Mr, Weir’s -statements were so -
' mformatlve that I inserted :them

in the Appendix. of -the C,on.greSA
sional Record.

The “silent treatment” génerally

given his testlmony on-our foreign

- situation is shocking evidence of

the extent to which- our ‘avenues
of ‘communication have become
pbuppets of the Administration.
While Eisenhower’s superficial
survey of European conditions was
ballyhooed and trumpeted up and
down the land by radio, television,
inovies, and per10d1cals Wejr’ s
unblased and unprejudiced testi-
mory was effectively suppressed.

-'; Business and Investment Outlook for 1951

Cument Price Controls Threa.ten Dlsastrous Import Decline

Amencan Buc:mess and World Peace—Harry A. Bullls

Purchase and Sale of. Unrefmed Gold——Morton Seldel

? No Jushfmatlon for Ralsmg Capltal Gams Tax

-.—Robert P, Boylan

Lifting the “chker Tape Curtam” in. Colleges

-—Robert M. Menschel

" Market Outlook in Defense Eeonomy_f';'_,,-__;__.___'_‘____ 5.

" “Are We Falling Into History’s Greatest 'i‘rap?" '(Lettefé to

Emtor on Melchlor Palyi's article) ..

“Where’s Our- Economy Headed?”

(Debate between Lebn

i Keyserlmg and H W, Stemkraus)

See Declme in Protechve lnventory Buymg

Regular F eaturea

~ As We See It,(Edltolial)

‘Bank and Insuraice Stocks:
. Business Man’s Bookshelf

-Canadi'm Securities

Like the German people under ’

H1tle1

of both sides on the issyes of our
day.

For your courage in printing the

Weir statement and. other. non-

conformist’ reports, I salute you,

and
)our patrlotlsm

% % %

HON.HARMAR D. DENNY, JR.

U.'S. Congressman from

? Pennsylvama o

Mr. Weir has writ'en a sincere

and informative commentary on

the world situation as he sees it.

»

the American people are -
hard- put to get a fair presentation -

report my aporecxatlon of ;

Mutual Funds
NSTA Notes _

" News About Banks and Bankers
Observations—A Wilfred May_-,

Our Repnrters Report

Prospectwe Securlty Offerings
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Railroad Securities :

It js from.discussions of this sort ;
that Congress will come to know '

the mind-‘of the people-and what '
it ‘can best do to help construct a |

strong, “consistent foreign policy
based .upon principles of justice
and morality with the security of
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Insurance Stocks—
A Defensive Investment

By SHELBY CULLOM DAVIS*

Former Deputy Superintendent, Insurance Dept., State of N. Y.
Senior Partner, Shelby Cullom Davis & Co., Members N. Y. S. E.

Authority declares insurance

stocks offer attractive semi-

permanent investment medium and good switch from war-
favored indusiries. States substantial long-term buying has
been taking place by pension funds and other investors who
are seeking a store-of-value which guards against dollar depre-

ciation. Advocates rpurchase

of Big Five which turned in

superior underwriting performance during past hardship years.

A famous New York department
store has had as its slogan for
many years (and one which New
Yorkers wish their wives would

follow): It’s

smart to be

thrifty. For

the investor

1951 may be a

year when it

. is: Smart to be

defensive. The

higher the

stockmarket

soars, reason-

able though it

still may. re-

main on the

A basis of yields,

earnings,

Shelby Cullom Davis assets and de-

preciated val-

ue of the dollar, the more vulner-

able it will become to an inter-

mediate reaction, We may try to

legislate prudence in investment

but we can never repeal human

nature—and it is only human na-

ture to wish to safeguard protits

on securities which have risen

30-50% (Dow-Jones Industrial

Averages—many other stocks) in
the past seven months,

We ourselves hear and see evi-
dences of this in the current mar-
ket. And we also see evidence that
some of the profits being taken
out of war-favored industries,
such as steels, rails and oils, is
flowing into insurance stocks.

Insurance - stocks, like other
stocks, are purchased (1) for the
long term because they are a good
place to invest funds semi-per-
manently; (2) for the intermediate
or cyclical term because inves-
tors feel the group will do better
than stocks as a whole. During
the past eight months long-term
buying has taken place in the
“pest name” insurance stocks on
the part of investors (such as pen-
sion funds) who are seeking a
store of value for money—a store
of value which affords “relatively”
absolute security of return and in-
evitable growth against the con-
. stantly depreciating value of-the
dollar. This long-term buying has

*An address by Mr. Davis before the
Providence Society of Financial Analysts,
Providence, R. 1., Feb. 20, 1951.

pushed the Big Five (Hartford,
Continental and its associate Fi-
delity Phenix, Insurance Co. of
North America, St. Paul and Fire-
man’s Fund) into all-time highﬁ,
although substantial corrections in
several of these have recently oc-
curred.

However, intermediate or cy-
clical buyers of insurance stocks
have been conspicuous by .their
absence. They have, in fact, until
recently been staying away from
the insurance share market in
droves, Reason: these buyers

bought in 1947-48 for the typical

insurance earnings cycle. About
a year ago, as the 1949 results were
being published, these investors
began asking this office about 1950
earnings—would they be better
than 1949, Since 1949 witnessed
both the. highest underwriting
profits in history and the widest
margin of profit, with a dearth of
catastrophes (whereas normally
there are at least one or two) we
stated as our opinion that 1949
would represent the peak in un-
derwriting profits. Inasmuch as
the. cyclical buyer avoids peak
profits as a plague (and is at-
tracted to deficits where recovery
seems certain, as flies to honey)
it is not surprising that he turned
seller in the spring of 1950—and
hag furnished a supply of good
grade insurance issues almost ever
since.

Herein, however, would appear
to lie the opportunity—and our
nomination of insurance stocks as
Defensive Issues of 1951.°

We believe insurance stocks
will be favored as replacements
for the profits taken from more
volatile issues by those who (1)
fear the height of the stock mar-
ket; and (2) fear likewise the
holding of cash to wait out a re-
action lest they be wrong. We
submit five reasons why insur-
ance stocks appear to be ideal
havens against:

(1) The perils of a vulnerable
stock market. Not having risen
during the past year, good trade
(as  differentiated from ‘“best
name”) insurance stocks are in as
strong a technical position as they
were in a weak position a year
ago, after 22 months of better than

The Commercial and Financial Chronicle ,

Dow-Jones Industrial Averages
performance, Those wishing {o
“cash in” on stock market profits
assuredly would not sell insurarce
stocks which appear insulated
against a market reaction based
upon profit-taking.

(2) The perils of EPT and, rela-
tively, against rising corporate fax
rates. During the last war the fire
companies paid little if any EPT
because rising premium volume
reduced ~ statutory underwriting
earnings - upon which taxes ‘are
based. The same situation should
prevail again. As to the corporate
tax rate, be it 47% or 55%, it is
important to realize that the staff
of insurance company earnings—
investment earnings upon which
dividends are based—is exempt up
to 85% as far as dividends re-
ceived from preferred and com-
mon stock holdings are concerned.

(3) The perils of a “peace of-
fensive” on the part of Stalin
which would send commodity
prices tumbling and orient - the
thinking of the investment com-
munity toward deflation. Odd as
this now appears, it could happen
here. . Furthermore, some econ-
omists believe the situation today
to. be . basically. .different from
1942-45 when we were engaged
in a shooting war and expending
our tanks, airplanes, munitions,
ete. Once the pipelines are filled,
under this theory, production for
war will inevitably have to slow
down—bringing some deflation
along with it. Deflation, of course,
would be favorable to insurance
stocks (as well as to public utili-
ties) for obvious reasons.

Turning to positive reasons why
buyers will single out insurance
stocks, it would seem they would
appeal because:

(4) They are fundamentally
cheap. Currently they are avail-
able at discounts of from 25-40%
from liquidating value. In an era
when blue chip common stocks
are prized, it appears an anomaly
— and drastic undervaluation —
that portfolios comprised of cash,
U. S. Governments, high grade tax
exempts, preferreds and these
much sought after blue chip com-
mon stocks can be purchased at
such.substantial discounts. Under
conditions of falling security val-
ues, when stocks in general werc
in disfavor, such discounts might
be tenakle—but not today. There
appears to be a basic undervalua-
tion such as presenis an oppor-
tunity for both intermediate and
long-term investment.

(5) Their earnings will be bet-
ter in 1951 than in 1950, This is,
in a sense, due to a “iluke”—but
to a titanic fluke—the Thanksgiv-
ing hurricane. The greatest dis-
aster since the San Francisco fire,
this catastrophe probably will cost
the companies $150 million as
compared with an original official
estimate of $12% million, But it
should not occur, unless the law

Pacific Fire Insurance Co.

American Re-ln;urance Co.
Bankers & Shippers

Firemens Fund Insurance

ALLEN &

30 BROAD STREET
Telephone:
HAnover 22600

Established 1922

Jersey Insurance Co.
North River Insur. Co.

Westchester Insur. Co.

COMPANY

Bell Teletypes:
NY 1-1017.18-19 & NY 1.573

kp://fraser.stlouisfed.org/

INSURANCE GROUP
SHARES

(A Mutual Investment Fund)
of

INSTITUTIONAL SHARES,
- L.

Distributed by

HARE’S LTD.
19 RECTOR STREET
NEW YORK 6, N. Y.

Prospectus may be obtained from
the above or local dealer.

of averages be repealed, in 1951.
Since earnings of companies were
seriously affected in 1950 by this
disaster, it follows that earnings
in 1951 should be better because
of this cne factor alone, and it is
an important one.

The Longer Future

That 1951 fire insurance earn-
ings will be better than 1950 may
be sufficient as a current market
factor. But what about 1952 and
1943, etc.? How would insurance
stocks fare under inflation?

To answer this question we have
gone to the past, the five-year
period 1941-45 comprising one
year of short of war and 3% war
years. We also intend to show
how and why conditions may dif-
fer in the future. In addition, we
have divided insurance stocks into
two groups: the Big Five (those
whose underwriting profit mar-
gins are year in and year out
clearly superior—Hartford, Con-
tinental, Insurance Co. of North
America, St. Paul and Fireman’s
Fund) and the Dozen (companies,
not an all-inclusive list, whose
stocks merit interest for one rea-
son or another at present-—Amer-
ican, Great American, Home, Fire-
men’s of Newark, Westchester,
Aetna, Phoenix, Boston, National
Union, Springfield, Providence
Washington, and Northern).

We found that the Big Five suf-
fered a “decrease” in underwriting
profit margins from 1941 to 1945
—from 6.9% to 7.1%—the kind
of “decrease” which is no hard-
ship. During the interval, to be
sure, underwriting profit margins
declined to 3.7% in 1942 (due en-
tirely to ocean marine war risk
underwriting which will definitely
not be undertaken in a future
war), rose to 9.8% in 1943 (far
superior to prewar 1941), fell to
6.5% in 1944 (on drastic cuts in
auto insurance rates due to gaso-
line rationing and a general 10%
reduction in fire rates initiated in
Massachusetts in February and
followed in April in New York
and generally nationwide) and
then advanced to 7.1% in 1945.
This increase in profit margins
does not mean that loss ratios fell,
They rose 4.0 points—but the sav-
ing factor lay in the fact that the
expense ratio (incurred expenses
to written premiums) declined a
little more—4.2%. This was at-
tributable entirely to the 35% ad-
vance in written premiums which
served to lower unit operating
costs, for dollar operating costs
actually rose.

Unfortunately the experience of
the Dozen companies is not entire-
ly comparable. The profit margin
began at 4.7% in 1941, fell to 4
in 1942 (ocean marine), also ex-
ceeded 1941 in 1943 with 4.8%,
and then rather fell on its face
to 1.4% in 1944 and still further

. . Thursday, March 1, 1951

to .8% in 1945, It is this diver«
gence in trend in 1944 and 1945
between the Big Five and the
Dozen companies which deserves
attention if any but the “best
names” can be of interest at the
present time.

The divergence appears to be
caused by two factors (by no
means unusual in insurance com-
pany analysis): higher expense
ratio and higher loss ratio. The
higher expense ratio would ap-
pear to be the result also of two
_circumstances: a lesser increase
in premium volume over the pe-
riod (21% ) which therefore spread
less premiums over overhead than
the Big Five; and more intensive
competition. This latter factor is
important to be understood be-
cause it is possible it may not hap-
pen again, at least to the same
degree.

While the expense ratio of the
Big Five declined 4.2% during
1941-45, that of the Dozen de-
creased only 2.5%. While the loss
ratio of the Big Five rose 4.0%,
that of the Dozen (and there
were significant exceptions) rose
6.6%. Why?

In all probability the answer lies
in the atmosphere of business
thinking in general—and insur-
ance thinking in particular—dur-
ing 1944 and 1945. At that time,
you may recall, the thinking was
in terms of reconversion: large-
scale unemployment of 10.millions
as a result of a cessation of war
production. = Deflation, in other
words, was just around the corner.
Parenthetically it might be  re~
marked  that as we write these
recollections, through which era
we lived vividly and in an offi-
cial capacity, we are more {ban
ever impressed with the fact that
economics is an art rather than-a
science. At any rate if deflation
was {0 engulf the American econ-
omy after the war, with the stop-
page of war spending, then com-
petition would be the order of the
day as far as insurance premiums
were ‘concerned. Hence competi-
tive devices should be sharpened
rather than dulled. And in insur-
ance there are basically two com=-
petitive devices: acquisition costs
(more pay for the producer of the
business) and more ready accept-
ance of questionable or uncertain
risks. It would appear that both
devices were used by the Doczen
in 1944-45, and quite understand-
ably under the -circumstances.
Acquisition costs were 4 points
higher in 1945 than for the Big
Five. -And the loss ratio was also
significantly higher,

“Store of Value” Investors Sound

From the foregoing, it would
appear that the pension funds and
“store of value” investors were :
correct in buying the best names,
the Big Five, which turned in a

Continued on page 41
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The AT & T Convertible
| ~ 3%% Debentures

By THEODORE PRINCE, LL.M*
Investment Adviser

Prominent investment counsel sees in these debentures the
opportunity of having the security of a bond with price appre-
ciation possibilities for close to 11 years. Holds this is so
because of the privilege of converting debentures into stock
and is tantamount to an inflation hedge during this entire
period since American Telephone & Telegraph Co. has not
followed the practice of calling bonds before the termination
of the convertibility privilege. The debentures without con-
version privilege should be worth 108; accordingly the differ-
ence between this figure and the current market price for the
debentures represents the cost of the conversion privilege.

In an article of March 23, 1950,
on Southern Pacific Convertible
3s of 1960, I stated in regard to
this security that in its ownership

“the investor

has an oppor-

tunity of ‘hav-
ing his cake
and eating it

too’.” .

Now I think

a similar op-

portunity
“exists with

respect to

The American

Telephone &

Telegraph

3% % deben-

tures of Mar.

19, 1963, con-

vertible into

the stock at

$138 on June 1, 1951, through
March 18, 1962. They afford you
the security of a bond ‘of one of
the largest corporations in the
country and even in the world; a
very successful, profitable enter-
prise geared and operated to meet
the needs of our multifarious, ex-
tensive national and, one might
say, successful .economic exist-
ence.

As a holding operating com-
pany, the American Telephone
and Telegraph Co, controls 82%
of the telephone service in the
United States.

In addition to thus having the
security of a bond you have the
privilege of converting the bond
into stock at the wish of the
holder for close to 11 years un-
less called before the termination
of convertibility, Unlike other

Theodore Prince

*Theodore Prince is an economist, in-
vestment counsellor and lawyer specializ-
ing in corporate practices and taxes and
a financial circle figure for 30 years, and
was for 20 years head of the Stock Ex-
change firm which bore his name.—
-Editor.

companies, the American Tele-
phone & Telegraph Co. has not
followed the practice of calling
the bonds before the termination
of convertibility.

Stock of the Company

It has been calculated that 13,-
000,000 additional shares would
have to be issued to supply the
stock needed for the complete
conversion of all convertible
bonds and for the-old and new
offering that may be offered to
the employees. However, -there
is a tremendous growth that has
taken place in the industry as
indicated by 60% increase in the

number of Bell System telephones
since the end of the Second World
War, to say nothing of backlog of
790,000 orders held since the end
of last December,

There has been $1 billion con-
vertibles issued in the postwar pe-
riod of which close to 60% have
been converted to date. The 3s
of 1959, convertible at $130, have
been reduced to somewhere
around $59 million and, since the
conversion is marked up to $140
in June of this year and the bond
is selling around 124, the chances
are that this issue will be out of
the way by that time, .

The stock has paid $9 dividends
regularly from 1922 to date.
Since 1933, its low was never
under 100 except 1932 at 70, 1933
at 86, 1935 at 987 its high has
never been under 150 except in
1942 when it sold at 1343 and

135 in 1934; it sold between 128

and 151 from 1921 to 1927. In
1946, it sold over 200, and in 1930
it sold over 274, and in 1929 over
300. Earnings even in the least
favorable years of the past 16
years have not fallen much short

Continued on page 34
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WM. J. MERICKA & Co.

Incorporated
Members Midwest Stock Exchange
Cleveland, Ohio

announce that hereafter

JosePH McMANUS & Co.
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New York Stock Exchange—New York Curb Exchange
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Irving D. Fish_
Is Recuperating

Irving D. Fish

Irving D. Fish, partner of Smith,
Barney & Co., New York City, is
recuperating from an operation at
the New York Hospital, 525 East
68th Street, New York City, where
he will remain for another week.

Markel Outlook in

.Defense Economy

Congressman Vail, A. Wilfred
May, and J. W. Dunlap address-
ing Stationers’ meetings.

“Service Wholesaling in a De-
fense Economy” is the theme of
the 35th Annual Convention of
the Wholesale Stationers’ Associ-
ation being held March 1-3, at
the Hotel Commodore in New

" York City.

The convention will be ad-
dressed by Hon. Richard B. Vail,
member of Congress from Illinois,
Thursday .on ‘“Marketing Prob-

lems in a Defense Economy”; and

Friday by A. Wilfred May, Ex-
ecutive Editor of the “Commercial
and Financial Chronicle,”. discuss-
ing “What Protection Against In-
flation?”, and Dy, Jack W. Dunlap,
Industrial Consultant on “Psycho-
logical Factors in the Market.”

G. N. Alexander With
Walston Hoffman

OAKLAND, Calif.—C. N. Alex-
ander, formerly financial editor of
the Oakland Post-Enquirer, has
joined the Oakland office of Wal-
ston, Hoffman
& Goodwin,
408 Four-
teenth Street,
members of
the New York
Stock Ex-
change and
other leading
stock and
commodity
exchanges,

Widely
known both as
a newspaper
man and in
the invest-
ment field,
Alexander was  with the Post-
Enquirer for about 24 years, more
than 20 of which he was financial
editor. Prior to joining the Post-
Enquirer, Alexander was asso-
ciated for many years with the
former- Fresno Morning Republi-
can, where he rose from reporter
to managing editor.

Shearson, Hamemill Ce,
Appoints in L. A.

LOS ANGELES, Calif.—Shear-
son, Hammill & Co., members of
the New York Stock Exchange,

C. N. Alexander

announce that William P. Banning |

has been appointed West Coast
Regional Manager and that Ken-
neth C. Hardy has been appointed
Resident Manager of the Los
Angeles office, 618 South Spring
Street. e .
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. Steel Production
Electric Qutput
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

The =
State of Trade
and Industry

\ J

Total industrial production for the country the past week
advanced slightly over the week before, but was noticeably above
the level for the comparable period a year ago. In keeping with
the higher trend of industrial output a further decline for both
initial and continued claims for unemployment insurance was
registered in the week ended Feb. 4, last.

.Steel production, the key industry in our civilian and defense
economy, rose slightly the past week and is scheduled to rise
three-tenths of a point the current week, according to the Amer-
ican Iron and Steel Institute, The present weekly output rate is
running close to 2,000,000 tons, but full recovery from the effects
of the recent railroad switchmen’s strike remains to be attained.

This week, dislocations in the metalworking industry loom
immediately ahead, says “Stcel,” the weekly magazine of metal-
working. Operations curtailments, possibly plant suspensions,
threaten starting in second quarter as supplies of steel and other "
metals for civilian goods shrink. Beginning April 1, use of steel
in autos, washing machines, refrigerators and other consumer
durable goods will be reduced 20% from average quarterly con- '
sumption in first half of 1950. This cutback rises to 30% in third
quarter, Meanwhile, use of copper in such products is redliced
25% and aluminum 35%. :

Despite the cutbacks in materials, automakers are going ahead *
with plans for 1952 models, this trade paper points out. Equip-
ment and tooling programs are too far along to be scratched by
mateérials shortages, They involve large commitments for machine
tciols, conveyors and other equipment necessary to outfit. new
plants.

More steel is being directed constantly into defense channels.
In addition to the recent expansion of mill quotas for military
orders, tonnage is being allocated for eight new directive pro-
grams which, with the existing three, will require approximately
500,000 tons monthly. Allocations are being set up for May and
undoubtedly will be extended through June. .After that month
they likely will be blended into some overall form of the Con-
trolled Materials Plan.

Prices in all sections of the finished steel market are stabilized
at the January levels under the government freeze order, Scrap,

Continued on page 43
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Wage-Price Policy and Inflation

Professor of Economics .
New York University, School of Commerce, Accounts and Finance

Dr, Backman contends purchasing power increase results from
expansion of bank credit and activitation of liquid assets rather
than from deficit financing. Noting recent 209 increase in bank
loans and resulting iriventory expansion, he criticizes govern-
ment for failure to prevent overall expansion i credit. Citing in-
adequacies of price control—accentuated by gap in food field
—he terms wage escalator clauses and farm parity program
twin engines of inflation. Concludes since price and wage
controls deal with effects rather than causes, and are subject
to irresistible political pressures, inflation must be funda-
mentally attacked through fiscal and monetary measures, as
credit curbs, taxes on consumption, and pay-as-you-go policy.

Wage-price policy must be con-
sidered against the background of
the sharp stimulation to infla-
tionary forces which have been at
. work in the

United States
since the bhe-

ginring of the-

Korean War.
What is the
essence of the
defense infla-
tion problem?
It is an in-
crease in con-
sumer pur-
chasing power
while the
physical vol-
ume -of goods
available for
civilians is
being cur-
tailed. Because of this situation,
we cannot buy more with our ex-
panded incomes, we can only pay
1..ore. This increase in purchasing
power develops largely because of
{1e increase in money supply
which atcompanies an expanded
defense program. But it may also
«avelop because. of activation . of
past inflationary credit expansion.
As I shall note, this latter factor
:as been of major importance in
the past few months.

Although considerable publie
emphasis has been given to the
dangers attending Federal budget
. 'deficits, up to the present time
cuch deficits have not been. the
source of the inflationary pres-
sure. As of Feb. 20, 1951, the Fed-
eral budget showed a surplus of
€1,150 million. The cash surplus as
of that date was probably between
$2.5 and $3.0 billion. (For the first
six months of the current fiscal
year, the cash surplus was $776
million against a reported deficit
of $900 million.) ‘

These data make it clear that
the price inflation has not been
caused by Federal budget deficits
, incurred up to this point in our
*An address by Dr, Backman before

“NYU Men In Finance,” Lawyers Club,
MNew York City, February 27, 1951.

Jules Backman

war effort. However, a good part
of the stimulus to anticipatory
buying has reflected the fear’ of
shortages and inflationary price

rises which will attend our éx-.

panding war production program.

Thus, the future trend of Federal.

spending has created a psycholog-
ical situation which' has contrib-
uted to recent price rises. )

‘The real-stimulus to the recent
inflationary price rises is found
in the.expansion of bank credit
and the utilization of liquid assets
since the Korean incident. Table I
shows sales and' redemptions, of
U. S. Savings Bonds by month:
since July, 1950. :
Redemptions have exceeded new
sales of Series E Bonds in each of
the months since July. The aggre-
gate excess was $505 million dur-’
ing the second half of 1950. .

Total postal savings deposits
had been declining for many
months prior to the Korean situa-
tion, but the rate of decline was
stepped up considerably in ‘the
second half of 1950 as shown in’
Table II. From June to December,
there was a reduction of $174
million in postal savings deposits.
Total time deposits (including
commercial banks, savings hanks,
and postal savings banks) declined
$700 million in the same period.

Anothér source of funds to the
person in moderate circumstances,
is found-in-consumer credit. Prior
to the Feimposition of Regulation
W, consumer credit was expand-
ing at a very rapid rate. Dur-
ing the third quarter of 1950,
the increase in installment credit
was $1,664 ‘million, or at an an-
nual rate of $6.7 billion. For the
six month period, the increase was
$2.442 million (Table III). -

The decrease in postal savings
deposits, the excess of redemp-
tions of Series -E Bonds, and the’
increase in consumer credit, pro-
vided people in moderate circum-
stances with more than $3 billion
in excess of their current incomes
during the six months following
Korea Thic was o annual rate ~f

over $6 billion and compares with-
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the increase of $10 billion in per-
sonal consumption expenditures;

from the 2nd to the 4th quarters- “%125 " P W

of 1950. ]

An additional major source of
inflationary pressure was the
sharp expansion in deposits apd’
the increased turnover of deposits
which have taken place since
June, 1950, Table IV shows the
changes in adjusted demand de-
posits for each month of 1950
as compared with 1949.

In the nine months prior to the
Korean War, adjusted demand de-

posits averaged about $85 billion

with only modest changes from
month to month. Since June 1950,
these deposits reflected primarily
the increase in bank loans which
also expanded by $8 billion from
June to December 1950. These
new deposits, therefore, were
very active deposits since business
concerns usually do not borrow
unless they intend to use the
funds.

The manner in which deposits
have been activated is showr by
changes in bank debits (Table V).
The year to year changes elimi-
nate distortions attributable -to
seasonal considerations. Since Au--

gust 1950, bank debits have been .’

at least 209  greater than the
correspondinig month of the previ-
ous year in every month except -
December. In January 1951, the
total was 29.2% higher than -in
January 1950. These figures. re-
flect the faster rate of turnover
in bank deposits. ; o

This brief survey has indicated
that the pressures on prices have
not reflected the fiscal operations
of the government, Rather; they.
have reflected the increase in de-
mand _deposits and the sharper.
increase in bank debits together
with the use of savings and the
expansion of consumer credit by
consumers. A good part of the-
current inflationary pressure,
therefore, has reflected the acti-
vation of the, deposits and liquid
assets which were created by the
inflationary methods used to fi-
nance a significant proportion of
World War II requirements, This
development also indicates -the
future problems of deferred infla-
tion which would attend a failure
to pay as we go for the present
program.

Our Anti-Inflation Program

The government’s anti-inflation
program  has consisted of many
measures, However, it has not
gone far enough. Among the more
important anti-inflationary de-
vices put into effect thus far, have
been selective credit controls over
housing and installment pur-
chases, wage and price ‘ceilings,
priorities and allocations, modifi-
cation of agricultural production
controls, and increases in individ-
ual and corporate income taxes.
These controls suffer from a num- -
ber of inadequacies. In addition,
there are other measures .which
the Federal government can take
which thus far have not been
adopted. i

Credit Controls — While the~

government has engaged:in selec-,

tive credit control and has slowed

' up' the volume of credit used:to’

buy durable goods and housing: it'
has failed to undertake major
steps to prevent the overall ex-'
pansion in credit. As I have noted
earlier, bank loans have increased
by $8 billion, or almost 20% since ;
June; 1950. During the same
period, there has been a-corre-,
sponding increase in adjusted de-
mand deposits. Part of these loans
have been used to finance an ex-
pansion in inventories, which, in
turn, has meant new demand onj
top of the already large civilian’
demand. Thus, for example, total
business inventories.increased by
$7 billion from June to Descember,
1950. While part-of this increase
reflected seasonal and price fac-
tors, a significant proportion rep-
resents the building up cf inven-
tories as a protection against
future shortages.

Continued on page 44
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TABLE I
.2 Series E Bonds ;.
© “(Millions of Dollars)- -~~~ 75 iri
<" Redemptions
(at Current
Rgdem]ﬂion Value)

$368
394
348
360
‘318
350

R

$2,138

Sales (at
Issue Price)

$318

Excess of

$50
124
104
89
72
66

$505

August
September

November
December

Total July-December-... $1,633

" TABLE 11

Posial Savings Deposits
(Millions of Doilars)
1949
Jure
December
1950

September :

October

November

December oo

TABLE III i :

- Total Consumer Credit Outstanding
(Billions of Dollars)

September
‘October
November
December -

TABLE 1V

Adjusted Demand Deposits
*  (Billions of Dollars)
¢ 1950
$86.4
845
83.3
84.3
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% Change
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February
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December
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LETTERS TO THE EDITOR:

‘“Are We Falling Into

~ History’s Gieatest Trap?’

More letters given.in this issue .in connection with ‘Melchior
;oo Palyi’s article in’the “Chronicle” of January 11.

Provision is made in ‘today’s
issue . for publication -of some
more of the letters received rela-
tive"to “the .articlé ‘by - Melchior
Palyi, “Are We ‘Falling Into His-
tory’s .Geratest 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) pro-
mulgate a new Monroe Doctrine
specifying the. areas which we are

prepared.. to. defend : against. the .

march 'of communism. -Continu-
ance of our present foreign policy;

and a policy of full and permanent, them -said. o T

When we commerice to dig'lfnto'

mobilization,. Dr. Palyi warned,
can only- lead to-national bank
ruptcy. - . .

In addition to the following let-
ters, reference is'made to the fact

that others appeared: in :earlier
issues, beginning 'with that” of
Jan. 16; t

D. C. EVEREST '
Chairman of the ‘Board,~
Marathon Corporation,

-Rothschild, Wis. - " »

I agree with Dr. Palyi that ‘we
are- being -lead -into. the worst
“bear trap” we have ever-en-
countered. . . o d
' We have all known for some
time that Lenin once ‘said, “that
sometime we will force the United
States to spend itself into bank-
ruptey,” and that is just.exactly

wnat -they .are .doing. Hitler- told:

us in his book “Mein Kampf” what

‘he ‘intended. to do; but -in--our

smug: compiacency we paidno-at-
tention. to. .what ".either.. one- of

the . historical ‘facts ‘todetermine
'who' is to blame for our present
situation, it becomes a rather in-
volved 'mess, "but, nevertheless,
anyone with any ‘common sense

Lo

and ‘the benefit of hindsight can
readily appreciate why we are in

the predicament we are at present.:

Our ‘principal difficulty can be at-
tributed ‘to ‘the policies and pro-
gram of our government over the

past 19 years. After all, the busi-’

ness of running the country is no

different than an industrial busi-
ness except that it is-on a.mueh’
larger scale and involves the lives

of people,

. We have gotten our capital P’s
mixed. up and ‘have subjugated
Patriotism to Politics. This ‘has
been going on for some time, but
the most.flagrant case of -exposure
was during the latter part of 1945
and ‘1946, when the-armed: forces
of the United States were reduced
to a skelton organization. It was
the votes of women rather than
the welfare of the country, which
caused this blunder, Another was
the ERP wherein we atiempted. to
buy friendship. This was like

sending money to.your relatives..

If they asked you for.$100 and you
sent_:$75, you were .an ingrate
‘the rest of vour natural Tife.
“tAnother. inexcusable . thing was
the -destruction. of manufacturing
plants in Europe rather than -con-
verting :these from the manufac-
ture - .of. wartime ‘materials to
peacetime ‘materials. This. could
have. been done .and under con-
trol ..so ‘these plants. would not

have -been :a‘threat to civilization:

They were, however, destroyed

»énd‘we”_spent hundreds of millions

of dollars, in rebuilding other
plants when conversion would
have been infinitely cheaper.
The armed forces could have been

maintained and replacements.

found on an orderly basis and we
would not be in the mess we are
today in that respect.

More than two years was wasted
in carrying out the purposes of
the National . Security. Resources

* Board, Now, with a lot of twisting

and  turning in various alpha-
betical :agenicies, we are trying to
do iintwa months what we should
have been doing. for more than
two years. There-has beén no-co-
ordination ‘between . government
agencies. Army Surplus could give'

stuff away faster than the pro-:

curement division could buy it and

get deliveries,- and - the. old. ERP*

which is.now (ECA proceeded.to

give away..all sorts of strategic.
materials. without. any .consulta--
tion with. other agencies. as .to’
their requirements.: We .now . find’

ourselves in short.supply of many
strategic items, particularly sul-

- phur, since much of ‘the ‘stockpile

has ‘been shipped to Europe for
the ‘rehabilitation of the chemical

industry there,

. “Dr Palyi has made an excellent-

analysis of the whole situation
and the United ‘States is, as usual,
the goat. ‘We ‘have a terrific man-
power shortage.and the -allies we
have depended on heretofore ‘are
of very questionable value. Some-

where there is.a-limit to our abil-

(915) 7

ity to provide money and inas-
much as we have not perfected a
“robot” we are limited in the
production of fighting men to the
laws of nature.

& * *

. L. D. FEDDERMAN

President, Interstate Engineering
Corporation, El Segundo, .Calif.

- ‘As one who has watched the
march of -events during the.past
17 years with increasing misgiv-,
ings, I certainly agree with Dr.
Palyi. I am not an isolationist nor.
a pacifist nor a reactionary. I put
in 3% years in_World War II,
including a year oveérseas. ‘In the
short span between 1914 and 1941,
I saw two Presidents, who were
elected by the “common 'man,”
lead us .into the two worst wars
in history. Now less than . six
years after the last ‘one, we have
another friend of ‘the’ common
man leading us either into a third:
war or bankruptey, ° o <

Apparently the future ‘will see
our coming generation of young
men ending up as cannon fodder,
with a good chance that our cities
will lie in ruins. .If by some
miracle  we avoid’ this, we .will
end up in‘a completely. Socialized.
State, and the next step will be
Communism. R ; .
+'If you find that .any executives
agree with .the philosophy of Tru-

- Continued on page 38
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The Titanjum Situation

_ ‘ By H. P. CROFTx*
Research Engineer, Kennecott Copper Company

Commenting on growing uses of titanium as an alloy, also in

high heat resistance applications, Dr. Croft finds demand for

metal exceeding and growing more rapidly than supply. Reveals

recent activities of chemical and metallurgical companies in
titanium production,

A unique situation exists in re=
gard to the metal titanium. So
much research and development
work. has been carried out in de-
termining the
properties of
this metal and
its alloys that
the demand
for this metal ‘%
very appreci-
ably exceeds
the available
supply, even
at present
prices. This
.condition bids
fair to con-
tinue for some
time.

There are
several
reasons for the popularity of this
very promising metal and its al-
loys. Chief among them is its light
weight coupled - with its high
strength and hardness. Concern-
ing the former, titanium weighs
half as much as nickel, copper and
the cupro-nickels and- weighs less
than 60% of the ferrous metals
such as iron, steel and the stain-
less steels. Its weight is only 1.8
times that of aluminum. Even
though, as shown by market sur-
veys, a very considerable per-
centage of the titanium used in
the future may be employed in
form of alloys, these rough weight
relationships will be approximate-
1y true for the alloys as well as
for the pure metal, as the indica-
tions are that less than 10% of
added elements such as iron,
aluminum, chromium, manganese
and others will be necessary to
produce the desired physical
properties.

Co-existent with the light
weight  of titanium alloys are
strengths and hardnesses equal to
those of the stainless and other
steels—some titanium alloys now
employed having ultimate
strengths of -between 150,000 and
200,000 pounds per square inch.
These high physical properties,
although diminished at high tem-
peratures, are still adequate to al-
low the titanium alloys to be em-
ployed in the range of 400 to
1000 degrees Fahrenheit, while
magnesium, aluminum and copper

.alloys soften to such an extent in
P,

*Abstract of a talk by Mr. Croft be-
fore the Association of ustomers’
Brokers, New York City, Jan. 31, 1951.

Dr. Harry P, Croft

this region that they are not sat-
isfactory for structural purposes.

Other Features
Other outstanding features of

. titanium are its high electrical re-

sistance, -its high heat resistance,

" its excellent amenability to hot

working, such as hot extruding,
hot forging ‘and hot- rolling, and

. its good susceptibility - to cold

¥ ‘working such as rolling, stamping, .
~drawing and other forming op-
" erations. The resistance of titan-

ium and its alloys to corrosion

“js very promising. The metal

shows excellent resistance to sea

* water—to such an. extent that it

is superior to cupro-nickel and
apparently equal to platinum. It
is also resistant to corrosion from
oxidizing acids. In air it resists
oxidation sufficiently up to 800-
1000 degrees Fahrenheit that its
use under such conditions is an-
ticipated,

Another unusual characteristic
of this metal is that it may be
surface hardened by exposing it to
an atmosphere of nitrogen, oxygen
or carbon at a high temperature
in the same manner that steel can
be hardened. Since some alloys
are too brittle for severe forming

operations, this feature of surface:

hardening can be applied to parts
previously formed from the more
ductile pure titanium so as to pro-
duce an end product which is an
alloy having desired hardness or
strength. This process may e ap-
plied to  the entire piece or. in
local regions to make. isolated
hard spots for wear resistance or
other uses.

The combination of- all these
attractive properties are such that
many uses for these metals have
been visualized by the Armed
Services and all of the metal pro-
duced in the near future will
probably be employed by the De-
partment of Defense. One or more
orders for large tonnages have
already been placed for the arma-
ment program, The coexistence
of light weight and high strength
of titanium alloys recommends its
use wherever possible for air-
craft, for all items to be airborne
and for items to be carried by foot
soldiers where heavier metals that
do not have other advantages are
now employed. It has already
been approved for fire walls and
other structural parts of aircraft
and it is being tried as jet engine
forgings, compressor discs, blades
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- and rotors and other items where

the temperature is in the inter-
mediate zone. Its high resistance
to wear could lead to its use in the
wings and skins of aircraft and
supersonic missles, While the
weight savings in fighter and
bomber planes will result in at-
tainments not measured in dollars,
an interesting parallel is that
commercial freight plane de-
signers have stated that a saving
of one pound of weight is worth
$200 per year inr pay load sav-
ings.
Navy to Use Metal

The Navy is expected to capital-
ize on the high resistance of this
metal to salt water corrosion and
employ it for many uses above
the water line where its light
weight will help to lower the
center of gravity. .
" The- civilian uses of these al-
loys when available are very
promising and depend largely
upon the price of the titanium,
which should decrease with in-
creased production and improve-
ments in technological practice.
For equal physical properties,
titanium and its alloys will be-
come competitive = with other
metals when the product of its
price per pound times its density

is equal to the price per pound of -

the competing metal times its own
density. Considerable titanium
will be employed even before this
price level is reached because of
its other outstanding character-
istics. Surveys have indicated re-
placement of some nickel, stain-
less steel and even the lighter
weight alumium.

With this potential demand, the
question naturally arises as to
why the metal is not being pro-
duced in larger quantities. The
present bottleneck is in the pro-
duction of the metal itself. Titan-
ium has the faculty of combining
at elevated temperatures with
many other elements, including
the gasses oxygen, nitrogen-and
hydrogen. This necessitates pre-
paring the metal, in a vacuum
or in an atmosphere of helium or
argon, Titanium also attacks all
known refractories, including car-
bon, which adds to the difficulty
of melting the metal by orthodox
procedures. As a result of the
metal’s affinity for other ma-
terials, processes are involved and
difficult of operation. Practically
all of the metal being produced at
the present time is by a modifica-
tion of the Kroll process which
employs the reaction of titanium
tetrachloride and magnesium. The
titanium tetrachloride must have
previously been produced from
titanium oxide as this is the form
in which practically -all of the
titanium exists in nature. The
modified Kroll process produces
a grade of titanium which is now
known as ‘“‘commercial” and

which contains approximately % % -

or less of impurities. The presence
of these impurities creates a
titanium alloy which has a higher
strength and hardness but lower
ductility than the pure metal it-
self, A very small amount of pure
metal (99.9%) is produced by the
iodide process and only on a
laboratory scale. Several investi-
gators are working on the produc-
tion of titanium by electrolytic
methods and a small amount has
been produced in this manner, but
neither the iodide process nor the
electrolytic process can as yet be
considered commercial.

Even after the metal has been
produced some other problems
have to be overcome. The titanium
{from the Kroll process is in a
sponge form from which it must
be melted to shapes suitable for
subsequent hot and cold fcrming.
The difficulties attendant to this
have been mentioned. In additicn,
titanium has a tendency to “seize”
to drawing dies and consequently,
precautions unnecessary in draw-
ing more common metals have to
be taken to effect such operations.
It also has rather low creep
strength but this may be improved

Continued on page 41
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It is understood that the firms mentioned will be pleased
to send interested parties the following literature:

‘Nassau Street, New York 5, N. Y.

Banks—Comparative analysis of 36 representative banks
as of Dec. 31, 1950—Paine, Webber, Jackson & Curtis, 25 Broad
Street, New York 4, N, Y.

“Daily Comment”—Special bulletin-—Walstoii, Hoffman " &
Goodwin, 1420 Walnut Street, Philadelphia 2, Pa.

“Information Please!”—Brochure explaining about put-and-
1c\?ll og}io&s——Thomas, Haab & Botts, 50 Broadway, New York 4,
ew York.

Insurance Stocks—Preliminary operating results for the
12 months ended Dec. 30, 1950—Geyer & Co., Incorporated,
63 Wall Street, New York 5, N. Y.

_Latin-American Business Highlights—Quarterly digest—
Chase National Bank of the City of New York, Pine Street,
Corner of Nassau, New York 15, N, Y. -

Over-the-Counter Index—Booklet showing an up-to-date
comparison between the 30 listed industrial stocks used in the
Dow-Jones Averages and the 35 over-the-counter industrial
stocks used in the National Quotation Bureau Averages, both
as to yield and market performance over an'1l-year period—
National Quotation Bureau, Inc., 46 Front Street, New York 4,
New York. /

Power and Gas Utilities (Canada)—Analysis of outlook—
Milner, Ross & Co., 330 Bay Street, Toronto 1, Ont., Canada.
& & b3

American Radiator & Standard Sanitary Corp.—Follow-up
comment—Eastman, Dillon & Co., 15 Broad Street, New York 5,
New York.

American Transportation Corporation—Discussion—New-
burger & Co., 1342 Walnut Street, Philadelphia 7, Pa.

Arkansas Western Gas Co.—Memorandum—David A. Noyes
& Co., 208 South La Salle Street, Chicago 4, I11,

Audio Devices, Inc.—Analysis—Peter Morgan & Co., 31

Cedar Point Field Trust—Analysis—Lamont & Company,
89 State Street, Boston 9, Mass.

Commonwealth Edison Company—Brochure—Sincere and
Company, 231 South La Salle Street, Chicago 4, IlL

 Erie Railroad Co.—Bulletin—Vilas & Hickey, 49 Wall
Street, New York 5, N. Y.

General Aniline & Film Corp.—Reprint of article on recent

. development of synthetic blood plasma—-Gersten & Frenkel,

150 Broadway, New York 7, N. Y.

Maine Central vs. Nickel Plate—Analysis—Raymond & Co.,
148 State Street, Boston 9, Mass.
Also available is an analysis of Verney Corp.

National Distillers Products Corp.—Memorandum—=Sutro
& Co., 120 Broadway, New York 5, N. ¥,

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

Northwest Airlines; Ine.—Special review—John H, Lewis
& Co., 63 Wall Street, New York 5, N. Yo

Pathe Indastries—Memorandum—Troster, Singer & Co.,
74 Trinity Place, New York 6, N. Y. :

Plywood, Inc.—Analysis—Barclay Investment Co., 39 South
La Salle Street, Chicago 3, Il

Puget Sound Power & Light—Bulletin—Goodbody & Co.,
115 Broadway, New York 6, N. Y.

Riverside Cement Company—Card memorandum—Lerner
& Co., 10 Post Office Square, Boston 9, Mass.

Also available is a memorandum on Gear Grinding Machine
Co. and on Seneca Falls Machine Co.

Sanitary Products Corp.—Circular—Raymond & Co.,, 148
State Street, Boston 9, Mass.

Standard Gas & Electric—_Memorandum—J osephthal & Co.,
120 Broadway, New York 5, N. Y.
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Where's Our Economy Headed?”’

In debate with Leon H. Keyserling, Herman W. Steinkraus
asserts business is. worried over potential disruption of its

productive capacity as result of unsound government policies;
while labor is concerned over effectiveness of price freeze
measures, and people in general believe government officials

are playing politics for their own self-interest.. Declares Wash-
* .ington has left citizens throughout nation in state of complete

- confusion. Mr, Keyserling replies that dislocations are indis-
pensable to any battle for survival; that the people should be
ahead of the government; and that public’s impression of

governmental confusion is part of the democratic process.

Editor’s Note: Herewith is a
parcial transcript of the “Amer-
ican Forum of the Air,” of
which Theodore Granik is
founder and moderator, broad-
cast over the NBC Network,
Feb. 18, 1951. Opposing -views
were presented by Herman W.
Steinkraus, President, Bridge-
port Brass Co., and former

Mr. Keyserling: I believe that
the government is the people, and
I do not think that this statement

President, U. S. Chamber of -

Commerce; and Leon H. Keyser-
ling, Chairman, President’s
Council of Economic Advisers

should be apologists for the place
where they are employed. I think
we should all try to recognize the

. spirit of free criticism, do the best
. jJob we can, and move along to-~
. gether in that fashion.

Let me say this, however, at the
same time: Those who believe it
possible, in a great national effort,
to get the crystal-clearness in all

- details at any particular moment,

which ' Mr, Steinkraus refers to,
I think fail to recognize that there
are essential differences' between
a democracy and the kind of sys-
tem which is threatening our ex-
istence. The dictator can present
a crystal-clear plan, If the dictator
is not crystal-clear, at least the
people in his country think he is,
because all dissent and all differ-
ences of opinion, and the fact that
there are people in the govern-
ment as well as outside of the
government who are trying to
reconcile conflicting views— all
this is hidden and submerged in
a dictatorship. That is not true in
our kind of country, and there-
fore, in our kind of country in
war no less than .in peace, in a

_cold war no less than in a hot war,

Mr. Steinkraus: I think the big [
headache of business, is the fear }

that the transition from peacetime
~ production to defense production
. will cause a disruption of this
highly skilled organization which
we know as the productive ca-
. pacity of America. = Industry is
. afraid that they will be shut down
. and. held back on materials and
work of a peacetime nature before
" the defense orders have been got-
ten into the plants so that they. can
keep their organizations intact and
swing quickly from peacetime to
defense production. I think labor
is also concerned. I think labor
. leaders are concerned right now,
as is evident from the newspapers,
" that they are. not being taken
enough into the council of plan-
ning in this defense program, but
the workers, I think, of which
. there are millions, are most con-
" cerned about prices and wages
and whether or not the present
move to freeze prices and wages is
being effective or not. I think they
" think it is not being effective be-
cause they see prices still going
up and they hear a government
official say they are going to con-
* tinue to ge up until next summer,
- while- at the same time, they feel
- the freeze of wages.
¢, Mr. Keyserling: I think all the
. points that Mr. Steinkraus has
made are important and should
be given careful attention. First,
- as to the problem of dislocation in
conversion from a normal econ-
omy to a defense economy, I
would not. be fair if I did not say
- that I believe that there must be
- some dislocation, It is impossible
to take an enormous economy like
~.ours and transform it from a great
purpose of peace to a great pur-
pose of survival without having
any dislocation, To say that we
-could do it without any dislocation
would be to say that we could do
. it without inconvenience to any-
body or without inconvenience to
some particular group. Some dis-
location is part of the price we
. must all pay for the great job we
have to do.

But I will say that I agree fully
with Mr. Steinkraus that the dis-
location should be as little as pos-
sible, that government and busi-
ness and labor must work together,
must plan together, must program
together, even more effectively
than has been done thus far to

. make the dislocation as slight as
. possible, and to get the job done
as smoothly as is feasible.

Mr. Steinkraus: Mr, Keyserling,
I think that is what is bothering
the American people. They feel
that our economy is being influ-
enced by politics instead of by.
economic "decisions. I think they
feel that the government is paying
more attention to the government
than it is to the people, and that
when it is paying attention to the
people’s wishes it is catering some-
what to segments of our people
instead. of all the people.

Leon H. Keyserling H.W. Steinkraus

is merely a dodge. I think that, in
the final analysis, in our kind of
society, the government will re-
flect the common denominator and
average of what the people think
and want. There are some faults in
government, there are some faults
in industry, there are some faults
in labor, but above that, govern-
ment, no less than industry and
labor, is trying to do a good job in
a critical situation. And let not
those who say that government is
responsive to pressures be too
acquiescent about what kind of
pressures are being exerted
and how. strong those pressures
are, It is important that industry
and labor and agriculture,

no less than government, try to -

speak and act in the common in-
terest and not in the interests of
any particular group, When indus-
try and labor and agriculture
speak in the interest of the na-
tional economy and in the interest
of the world. situation, there can
be no question that the govern-
ment, which represents the people
and comes from: the people, will
do likewise. :

Mr, Steinkraus: I must say that
I agree with Mr. Keyserling that
the government is the people, but,
of course, that is true in the long- .,
range picture, In the short-range
picture there may be readjust-
ments needed that the people want
but are not getting. For instance,_
I think that the most usual senti-
ment I get from people as I tra-
vel throughout the country is that
of confusion, They do not know
what the government wants of
them. They read in the papers and
hear on the radio that the Federal
Reserve Board is not in agreement
with the Treasury Department.
They hear that Charlie Wilson is
not in agreement with Secretary
of Labor Tobin. The result is that
they feel that the government it-
self is in a confused state and not
giving the people a clear-cut di-
rection in which we should go to
do this tremendous task. The
people are concerned about prices
and they are concerned about a
lot of things, but I think most of
all they are concerned about the
future. of the country and whether
or not we are having a clear-cut
definition of the direction - in
which this country should go right
now; and if they would get that,
I think you would find many of
our problems disappearing.

Mr, Keyserling: I am not going
to be placed in the position of an
apologist for government, I do not
believe that government officials
should be apologists for govern-
ment, any more than I believe that
business officials or labor officials

the people get the impression that
different people have different
views and the decisions are being
made. slowly. .

Consequently, we have to judge
our efforts on a basis of compar-
ison. I think that on a basis of fair
comparison, as we look at how
we are moving in this critical sit-
uation as against the situation ten
years ago, we can justly say that
both on the international front
and on the economic front at home
we are drawing upon past exper-
ience and moving with greater
clarity and with greater speed, and
I think that we will accomplish
better results,

Moderator Granik: Mr. Stein-
kraus, in talking about price con-
trols, what would be your concrete
suggestions?

Mr, Steinkraus: I'think that the
matter of price and wage controls
has come so late that it struck the

people at the very peak of prices.
Then, on top of that, when Mr. Di
Salle says that prices are going to
continue to rise for another six
months, people are very much
concerned about that, because
with the prices so high and with
wages frozen, they do not know
how to buy on it. I think that
the American people were ahead
of the government in this case.
I think they would have sooner
seen the price freeze come much
earlier, including a wage freeze if
necessary, and I think even today
they would sooner have a price
freeze with a rollback than this
flexibility of prices going still
higher.

Moderator Granik: Mr. Key-
serling. ’

Mr. Keyserling: I think in all
sincerity that the statement that
the people are ahead of the gov-
ernment is one of the best defini-
tions of democracy that I know.
The people should be ahead of
the government, because the gov-
ernment should respond to the
people. This does not mean that
the government should not exert
leadership. Of course it should.
However, it does still mean in a
very fundamental sense that we
must ‘carry out this mobilization
effort with the government re-
sponding to what the people feel
they want and need.

More specifically, it is perfectly
true that prices were frozen at an
all-time high. That is because,
when you superimposed a great
defense effort upon a.full econ-
omy, you witnessed a rapidly
rising ‘price level. But the real
question is mot whether the
prices were frozen at the all-time
high; the real question is whether
the price freeze will be effective
and efficient in preventing prices,
which without controls would have
gone still higher at an accelerated
pace, from doing so. I believe that
these controls will be effective.
I believe the price adminis-
trators were correct when they
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said that you could not bring
a fast-running - machine’ to a
complete -halt in a minute or a.
week. . But' I do think that, with
help from industry and labor and
farmers, and with cooperation-
within the government, we will
within a reasonably 'short period:
of time get effective economic
stability in the face of this de-
fense effort.

Mr. Steinkraus: I agree with
Mr, Keyserling that we are all in
this thing together and that the
people and the government and
industry and labor and the farmer
must all pull together, and that
the people should be ahead of the
government, but I think that in
the discussion at a public forum
such as this, we should not
smooth over the problems that are
causing people headaches, All
you have to do is go around and
talk to people and find out that
they are 'not satisfied with the
way things are: going right now.
They do not understand econom-
ics, Mr, Keyserling. I am sure
they.-could not grasp everything
that’ you have in your report to
the President.. But they do
understand the results of the
movements of the government and
they do not like the results right
now. They are in a confused
state. Women are worrying
about how to make their budgets
come out; men are working on
jobs and are worrying about
whether or not their companies
are going to be able to make the
transition from peacetime to
wartime production. You cannot
blame them for having those con-
cerns. And I think industrial man-
agement wants to do a first-class
job. We have faults. I cer-
tainly do not think that the
government or industry can
throw stones at each other. We
are. together; we have to be to-
gether. ‘But.1 do believe we
have to be more effective and
more clear-cut in the path that

Continued on page 33
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Business and Investment
Outlook for 1951

By LEONARD SPANGENBERG*

Vice-President, Babson Organization
Babson Park, Mass.

Dr. Spangenberg predlcts a 5% decline in business in 1951,
based on high level of last year. Sees uncertainty of stock
market trend and advises cautious'selectivity and diversifica-
tion in acquiring stocks. Warns stocks may become vulnerable

to peace scare, but looks for no basic change in interest rates.

We forecast that business for
1951 as measured by Babsonchart
will decline about 5% from the
record high levels of last year.

The two most
+ important fac-
tors in the
boom of 1950
building
and automo-
bile produc-
tion — are
likely to be
significantly
involved in
the decline
expected this
year. Ap-
praising the
expected de-
velopments in
1951, we pre-
dict a 20% de-
cline in construction, and- a 30%
drop 'in automobile output. An-
other key industry, steel, however,
will continue at the hlgh Ievels
of 1950 due to a tremendous step-
up in defense production. In fact,
we look for a 200% gain in the
output of defense eqmpment com-
pared with 1950. The air trans-
port industry should show gains
all along the line, mcludmg pas-
senger revenues, air express and
air frelght We predlct a gain of
30% in airline passenger miles.
National income will chalk up a
gain of approxicately 5% as de-
fense "output picks up in the
closing six months of 1951, Farm
income should gain 10%.

It is only fair to point out that
our predictions could, of course,
be knocked entirely out of line if
the Reds should be stupid enough
to choose 1951 for starting a new
World War. The Soviets are still

looking for an economic and

Dr. L. Spangenberg

financial collapse in our Western,

World within the next year or

*An address by Dr. Leonard Spangen-
berg at the 24th Annual Webber College
Business' Conference, Babson Park, Fla,,

* Feb. 22, 1951,

two. As far as 1951 is concerned,
they are doomed to bitter disap-
pointment,

Stock Market Outlook

The stock market opened 1951
with full steam ahead. The higher
the market goes, the less con-
servative investors should have
in the| market. It is a great temp-
tation, when the market is enjoy-
ing a robust bull swing, to climb
aboard and make quick profits.
At such a time, however, extreme
caution and patience should be
used., Long experience has taught
us not to move enthusiastically
with the crowd, The higher the
market goes, the greater the de-
gree of selectivity that must be
practiced. At any time in the
stock market, there are certain
groups that have a more attrac-
tive outlook than others., At the
present time, the following groups
have the best outlook:

Variety Chains
Drug Chains
Building Stocks
Operating Utilities
Finance Companies
Air Transport
Grocery Chains

We hasten to add, however,

.that any new purchases you make

should be confined to a minor
amount of your total capital. At
the present time, stocks should be
selected on the basis. of strong
values and stability of income

rather than on prospects of price
appreciation.

Stocks Vulnerable to
“Peace Scare”

Since we look for lower busi-
ness volume next year, to be ac-
companied by a lower level of
profits, it is only natural that we

should expect lower stock prices:

for the popular averages to occur
sometime during 1951. Further-
more, the economy in general and
the investor’s attitude, in particu-

The Commercial and Financial Chronicle . . .

lar, are likely to be affected ~'by

sudden unfavorable developments -

from time to time. With such a
prospect, it appears wise for the

prudent investor to maintain- a-

strong p051t10r1 in 1951." A sudden
“peace scare” could bring on a
sharp market break—especxally in
the metals and rails.

Bond Market

Price movements of higher-
grade obligations should continue
to be restricted to a narrow
range as the need for maintained

© U. S. control over the Govern-

ment bond market is certainly
going to last the year.. Lower-
quality issues should hold in line
with business accomplishments.
Such' bonds will, of course, tend
to move, price-wise, along with
the general trend of the stock
market. Municipal and other tax-
exempt issues should receive sup-

port from the high level of in-.

come taxation. They do, how-
ever, seem to be close to the top.
We look for no great change in

basic interest rates in 1951, par-

ticularly since the President seems

to be siding with the Secretary of |

the Treasury and “cracking down”
on the Federal Reserve.

Conclusion .
The investor who will come
through the remainder of 1951 in
the best shape will be the one who

does not let his emotions run,

away with his securities portfolio.
It is this human frailty, this urge
to join the crowd, that makes pos-
sible the late bull-market ex-
cesses in prices that are charac-
teristic of tops.” The only known
way to avoid being made a victim
of such “mob action” is to-adopt an
investment program based on (1)
the historical - position” of the
market and (2) on the needs and
temperament of the individual.
Then stick to this program, no

‘matter how wrong market action

may. make it look at times. Do
not sacrifice ;your program :for
the lure of “quick turn” oppdr-
tunities outside ‘your program.

C. M. Jones Now With
Dempsey-Tegeler & Co.

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—Charles
M. Jones has become asso-
ciated with Dempsey-Tegeler &
Co., 210 West Seventh Street, He
formerly conducted his own in-
vestment business in Los Angeles
and prior thereto was with Fran-
cis I. du Pont & Co.

.
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Current Price Controls Threaten

Disastrous Import Decline

By A. M. STRONG*
Vice-President, American National Bank & Trust Co, of Chicago

Though s'ating it is obvious we cannot maintain price ceilings

. for domestic goods and free imported goods from regulations,

Mr. Strong finds current price freeze order threatening to cur-

tail imports altogether, and thus endangering defense program.

. Calls for amend:d regulations which, while not conflicting with

economic stabilization, will not impair unportatlon of goods
needed for our economy.

The Eccenomic Stlabilization
Agency issued on Jan. 26, 1951
general price ceiling regulation for
domestic goods as well as for ex-

ports and im-
ports. The or-
der confains a
Statement of

Considerations

which reads in
part. as fol-
lows:
“Since June,
1950 the coun-
try has been in
the throes of a
mounting in-
. flation,, What
. is most alarm-
_ ing is the vio-
lence and ra-
pidity wiih
which pricesg
are rising throughout the econ-
omy. Since the ou break in Ko-
rea, basic commodity prices hove
risen almost 50%, farm prices
about 16%, wholesale food priccs
12%, and industriai prices about
14%. Wholesale ' textile = prices
have advanced over 30%, chemi-
cals over 25%, building materials
and ‘metal products about 10%.
The cost of living is now at an
all-time high and is rising sharply.
“By the end of this year we will
be spending at an annual rate of
between $45 ard $55 billion for

% o
A. M. Strong

_ these purposes. We are now de-

voting less than 7% of our total
outpui to security; within 12
months we shall be devoting about
18%. This means that we shall
have to divert resources from the
civilian sector of the economy and
that the output of many consumer
goods will have to be curtailed,
some drastically.”

The order does not compare
present prices with prewar prices.
Taking the wholesale price inaex
of 1939 at 100, it stands al present
at 212.5. The prices for wheat and
corn have advanced 3.4 times; cat-
tle, 3.2 times; coffee, 7.5 times;
cotton, 4.3 times; rubber, 4.7
timeés, etc.

Import Prices Subject to
Regulation

The - regulation which became

effective on Jan. 26, 1951, imposes
ceiling . prices for all sellers of
commodities and services, for
manufacturers, wholesalers, re-
tailers and exporters. Under Sec-
tion 10 of the' order, sales made
\yithin the United States, i's ter-
ritories and possessions, of com-
modities imported from otner
countries are subject to the regu-
lation.

The order was evidently drawn
up without consideration of the
In its
present form it cannot be com-
plied with by most importers and
manufacturers using inmiported ma-
terials. The price regulations were
basically . written fer . domestic
commodities, and while bpec'al
provisions were incorporated in
Section 10 fol certain importess,
these provisions are not adequate
to meet the problems created by
the hasty order.

_ If the present order is allowed
to stand, imports will dry up to a
mere trickle, It will result in a
curtailment of the flow of essen-
tial commodities from abroad and
in a reduction of 'supplies avail-

*An address by Mr. Strong before the
o Importers’ Association, Inc., Chi-

cago, Ill., Feb, 21, 1951.

able for the defense program,
American importiers and manufac-
turers will not engage in black
market operations and they can-
not coucelvably continue their
business at price ceilings which
will in many cases be lower than
the prices paxd by them.

While it is possible to establish
ceiling prices 1n the United States
for raw materials and manufac~
tured goods we cannot impose
price ceilings outside our borders.
American price controls do not
atfect foreign producers and for-
eign prlces have been steadily a:x-
vancing.

This is no time to tamnet with
imports. Impor.s are of the ul-
most importance now when our
country is in need of foreign
strategic materials and when we
are threatened with inflation. The
dangers of inflation are vividly
described in the order as follows:

“Within the last month alone,
prices of basic commodities have
advanced almost 7%, compared
with a monthly average rate of
advance of 6% during the last haif
of  1950; industrial prices have
risen 2.2%, ‘compared with an
.average of less than 2%; and re-
tail food prices since mid-Decem-
ber jumped 2.6%, coinpared with
an average monthly rise of about
1%. At this rate, we would see
price increases of 30 or 40 or 50%
a year. This path leads only to
disaster and collapse.

“Inflation impairs the smooth
functioning of our economy at a
time when we must exert every
effort to strengthen the United
States and the free world against
the growing danger of aggression.
It makes it impossible for the busi-
nessman to plan ahead, thus dis-
rupiing production and the order-
ly flow of ‘goods. It creates a panic
flight from liquid assets to goods.
It creates intolerable tensions in
our social fabric leading to sharp
social conflict and mutual re-
criminations as to who is to blame.
Those nations which have failed
to check inflation have invariably
paid the price in social and eco-
nomic chaos. This disaster we are
resolved to avoid.”

It is of course obvious that we
cannot maintain price ceilings for
domestic goods and free imported
goods from price regulations. Price
ceilings for imports, however,
must be | carefully considered io
avoid serious damage to our im-
port tracle.

Importance of Imports

For several years our govern-
ment and business leaders have
stressed the importance of imports
to our national economy. We sent
missions to Europe; encouraged
foreign countries to export more
goods to the United States; and
we put out hundreds of tons of
literature stressing the value of
imports. We have attained certain
results. However, our present ac-
tions will undo what we have ac-
complished.

As a temporary expedient, it .is
1mpe1at1ve that the general ceil-
ing price regulation be amended
immediately to make it workable.
A new order should be promptly
issued which should embody the
principles of economic stablhva-
tion and at the same time not im-
pair the importation of gocds
needed for our defense and our
national economy.
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Ahead of the News

By CARLISLE BARGERON

One of the more spectacular €vents of the early New Deal, -

fraught with social significance, economic and political history and
in the light of what later happened, fraught with nearly every-

thing, was the time

Mr. Myron Taylor, head of U. S. Steel, lunched"
with Mr. John L. Lewis in the public dining

‘room of a local hotel. At the time, the com-

munist-dominated CIO was embattled with the-
steel industry, rioting and bloodshed were'the " .

order; we were in a veritable revoliition: -

A society writer on one of the Washington .
newspapers noted this luncheon meeting -and"

recorded it duly.in the society columns. There,
“: the . more observing of the Washington corre-

-spondents, read it and jumped about two feet,
It signalized U: S. Steel’s capitulation to ‘the -+
CIO and this was followed in due time by:the

capitulation of the entire industry. Mr. Taylor,
having reached the top of industrial leadership

and tired of it, was interested- in what a lot of -

" people consider to be the loftier- endeavors of

Carlisle Bargeron

the diplomat, and presently he went to the’ .
Vatican as sort of a special ambassador: Amer- .,

ican industry, or that great segment of it that

was battling with the New Deal, was lef

For Mr. Taylor, he had had enough,

Come now down to the time of the Crisis That May Last. 20.

-Years, and in our Washington midst we find Mr. Charles E. Wilson,
‘unquestionably an able man, an outstandingly able man, a friendly
man, a likable man. He has stated several times in the past that

‘his periods of service in Washington have beenr unhappy; he" got:

burned ecach time and if my recollection serves; he made it plain
after his last period of service that he had been burned for the

Tast time,

But Mr. Wilson, after an unusually successful career in indus-

try, having started at the very bottom and risen to top industrial

leadership, has apparently tired. of it. and is. now:of thé mood .to

:dedicate the remainder of his life to public service;
-he has no intention of returning to General Electric. : o

It has been published widely and repeatedly in the press that
a condition to Mr. Wilson’s taking his present job was that he was -
"to be the boss; he was not to be hamstrung in any way, manner-or
form.  This is the way industry would have. it and I expect the
'stock market registered satisfaction when this set-up in such par-
‘lous times, such a crucial period in our history,” was made known.

t to stew.in its-own- juice,, -,

He has:stated

 No Need for World War ITI

By ROGER W. BABSON

Maintaining neither U.
. Babson contends United

S. nor

Russia is ready for war, Mr.

Nations could delay a- world war for

, Years if it would only use its great organization for construc-

Only a spiritual world awaken-
.ing can. prevent another World
-War sometime. Wars appear to
,;.be one ‘of God’s.ways of bringing

e T - people to their

knees, There,

however, is no

need for an-.

, . other ~ World
: War now.

The basic
reason why no
‘World War is

H 5

year is that
. all nations are
waiting to
learn  what

."can.do-to
ground troops.
To.answer

" " this question

is “the reason for, the Nevada
‘Atomic. Experiments  of the past
.few ‘weeks. ;The Korean war has

..shown  that. ordinary . bombs,

. .dropped from the air, have not

-succeeded in destroying. ground
troops. The . infantry no longer

‘marches in concentrated ranks as
:they used to.do;* Now they are so
spread - out that the individual
soldiers are 50: or more feet apart.

-For nine  months of the year

** our’ bombers have been useful in

destreying .bridges ‘and smashing

supply lines. During, the remain~

W Babson: 3

.. Roger
I RO

"~ froze, these bridges and highways

bombers -were. -greatly -handi-

capped.. - This ‘explains why the, ’

tive work, such as insisting upon fair
oil resources. .

probable this '

atomic bombs

ing three months, after the rivers.

“were no. longer necessary and the -

distribution of world

made pations different. Some are
black, others are white; ‘some are
lazy, others are industrious; some
are- intelligent and -others are
ignorant. Nations also differ as to
climate, rivers; harbors, and
other resources. It would take a
century to equalize many of these
differences. The world’s oil, how-
ever, which is needed everywhere
by every. nation, could be fairly
distributed by the United Nations,

Until ‘every 'nation—including
Russia and' China—has a fair
quantity of oil, we must expeet
another ‘World War. As God
“sends ‘His rain- on the just and
unjust,” so the United Nations
should send -the oil of Iran-to
every- othér nation, instead of
cowardly sitting by and ‘making

speeches.

What the UN Should
Immediately Do
‘The United Nations should stop
arguing over .technicalities and
calling each other ‘names like
silly . children. The delegates
should realize that God gave the

‘world “the: great. oil fields.” The.

delegates should insist that Iran
shall have a just recompense and

-not bé scared’ by bribes, threats

or intrigue, whether by  England,"

"Russia or the United States, The

United Nations should further in--
sist on a fair. distribution of this

| e
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oil and have all nations recognize

. that they need not.resort to war

to keep from being shut off from
these God given resources. This is
an  illustration, of what the
United Nations should plan and
fight for. Have we “Christian”
nations forgotten the Four Free-
doms, to which Churchill and
Roosevelt agreed when © World
War II was going against them?

Edward J; Meany With
Wm. E. Pollock & Co. .

Edward J. Meany has been -
added to the staff of Wm. E. Pol- :
lock & Co., Inc.,, 20 Pine Street, ',
New York 5, N. Y., in the U. S, .
Government trading department.
Wm. E. Pollock & Co. act as deal-
ers in U. S. Government securitieg
and underwriters  and ' dealers in -
state, municipal, housing author-
ity, revenue, railroad, industrial,
public ‘utility bonds' and ' equip-
ment trust certificates. : :

Straus & Blosser
-Open New York Office -

Straus & Blosser, ‘members of
the New York and Midwest Stock -
Exchange, announcethe opening’
of a branch office at' 30 Pine-
Street, New York City, in charge -
of Bertram Seligman. .

' With Continental Secs. -
‘(Specla} to THE FINANCIAL CHRONICLE) - -
GRAND RAPIDS, Mich.—Rich-:

ard’ P. Strzyzewski is now with -
.Continental Securities Co., Ine, .
People’s’ National Bank Building. -

This is inder no circumstances 1o be construed as an offering of these

e b

‘Chinese armiés, iwaited until' the - .
rivers froze - up - before they at-
tacked. This further explains one
reason why our military experts
do .not. expect 'Russia to attempt
overruning Europe before October
ior. Nevember, if then. The other
reason is. that Russia wants to-
gather  her much needed crops
from. Bulgaria, Rumania, Poland
and Czechoslovakia. before . war
begins.. But the real reason Stalin
has delayed an attack on Europe
is his fear of what the new form
of atomic bombs could do. to
masses of foot soldiers and tanks. -

World' 0il Situation

" Irrespective of the bomb, the
United Nations could delay a
World War for many years if it
would only use its great organiza-
tion (the 10,000 employees and
annual expense of $40,000,000) for
constructive’ work. Today these
delegates are wasting their time-
on foolish arguments. They should
be ashamed of themselves. Let
me give one of the many possible
illustrations of what I mean,

~Néarly all the top brass are
agreed thaf Russia’s first attack
" will be against Yugoslavia, Turkey
and Greece, to get the-oil fields of
Iran and neutralize Italy and
France. Here are the powder kegs-
which could destroy the world.
Yet, it must seem terribly wicked
to God to see His people go to
war over the fair distribution of
_oil which He has freely given to
all. People who own and develop
oil land are entitled to receive
fair compensation for their risk
and expenses; but God will not
forgive the hoggin'i of this pre-
cious oil against the welfare of
mankind. It truly seems as.if the
entire world is crazy not to insist_
Row-on a fair distribution of this
oil to all nations, including Russia.
- For not leading such a movement, .
it seems as if the United Nations
is the “international insane asy-
lum™ of our world.

Causes of War Differ

There are many causes of war. .
God made people different and

Well, since Mr. Wilson has been here, he has held to. his au-
.thority in the matter of a couple of appointments which excited
controversy. But in his first experience with one of the ideological
-conflicts he seems not to have put up a struggle, . ) e

.~ -On Dec. 5, in a speech at the National Press' Club, he said
.there was no doubt whatever that the private power companies
.could supply this country with the power it needs, provided the
‘materials necessary to their steadily expanding ‘program are not
‘diverted from them, a trick of the public power erowd in World
-War II. He projected their planned output and reserve capacity
over a period of five years. It was the.job of the private utilities
:to anticipate the country’s needs, in normal times and in times of
-stress, and keep a. step ahead, he said, and. this is what they were
-doing, . b

From the audience he was asked a question as to his attitude
on the proposed St. Lawrence waterway which involves a hydro-
“electric power plant, and he replied: : i

“The development of the St. Lawrence would take a long time.
‘There are much more pressing problems if we are to win the war
~of production,”

But now, it is the talk of the town and I imagine, the ‘talk of
congregations of men elsewhere, how a few weeks later, he had
not only switched, but was being used by Mr. Truman to carry the
ball in the current pressure behind this long controversial project.
‘At two meetings at the White House to which Mr. Truman called
members of Congress for the purpose of getting action, Mr. Wilson
.was the principal Administration spokesman., He engagingly ex-
:plained' to the Congressmen that he was not a New Dealer and
“then pulled no punches in insisting that the St. Lawrence project
‘was a “must”; he had been completely wrong on it, it was utterly
“essential now to National Defense. At one meeting he went so far
‘as to say the project was so fiscally sound that he could easily
-sell it to private capital; that, indeed, he would take a piece of it
himself. - ; g
< A few days later, he was the Administration’s -star- witness
.before the committee considering the project, -and this- time- he
-went so far as to say in his prepared statement, about power:
«“. .. recent estimates indicate that in many regions margins: of
reserve capacity are now relatively small and in certain areas
there will continue to be shortages for several years in spite of
‘major capacity expansion programs.”

Mr. Wilson’s explanation to his friends has been that “Oscar
Chapman. convinced me.” I can’t understand his not knowing
.Oscar Chapman better than that.

It was quite apparent in his examination by members of the
‘committee that he was woefully unacquainted with the facts about
,iron ore which is quite a debatable matter in the transportation
" phase of the waterway, and as to why he'threw in the stuff about "
‘ the power shortage, something on which he had spoken so authori-
_tatively and differently a few weeks previously, I don’t know. °

I simply know this: That if he is to remain as the defense

mobilizer, he is going to have to swallow a lot of stuff like this,
“which is why I don’t understand men like Mr. Wilson and Mr.
Taylor.

securities for sale, or as-an offer. to buy, or.as a solicitation
of an offer 1o buy, any of such securities, The offer
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" American Business
And World Peace

By HARRY A. BULLIS*
Chairman of the Board, General Mills, Inc.

Asserting what is good for business and the world at large,

. is. good for business at home, leading industrialist stresses

‘business suppeort of United Nations and the international peace

efforts. Points out nations must learn to live together, to trade
together and prosper together.

What is good for the United Na-

tions organization is good for the
population of. this nation, and for
all the peoples of the world as
well,
* ‘With that
basic premise,
we can con-
fidently con-
sider the
whole in-
volved subject
of world eco-
nomics and
how it is re-
lated to the
United Na-
tions. It is an
amazingly
complex sub-
ject, It is
fraught with
differences -in
‘nationalities, forms of government,
"methods of doing business, vari-
-ous temperaments, and local en-
_vironments. In short, the prob-
lem of world economics is essen-
tially’ the problem of the United
Nations.

Recently I spent some days in
Arizona, I met a cowboy" there
who was quite a philosopher, He
had memorized whole passages of
Adam Smith’s “Wealth of |Na-
‘tions” and he was very conver-
sant with Henry George’s “Single
Tax.” He thought he had all the
answers—or. most of them. I
thought so too until I found one
blind spot in his library of knowl-~
edge and ready facts.

It ecame about when he asked
me this question. “What about the
world—what’s the difference?
Why does business care whether
the world is at peace or not?”

I began by pointing out a few
fundamgentals, Then I got lex-
cited, and before I finished he had
another book on his growing
shelf—and it can be summarized
in this brief manner:

There is no world of business.
‘It is a world of men, of men like
you and me, who work with busi-
ness. Their hopes and aspirations,
their song and daughters in the

Harry A, Bullis

armed services, their desire’ to -

produce and reap the rewards.of
more goods and products, are the

Same as yours and mine: - They-

:' *An address by Mr. Bullis at the
/United Nations Conference, Chicago, Ill,,
februaty 27, 1951,

pay the price of war in the same
terrible terms as Mr. Everyman,
with this addition; they stand to
lose their tools, the very stuff of
which all business is made.
Therefore, the slogan “UN Plus
You” has double significance for

q them.

Good for World Is Good

. for Business

- :The important thing to. remem-
ber above all, when we consider
‘the direct stake of American busi~
‘ness in the United Nations, is this

’ Wl_iat Is

“fact:-What Is' Good for Business
. and the World at:Large, Is Good

for Business Here at Home,

-~ "Business is merely a name that
"we give to the mechanics of pro-

ducing and distributing goods and
services and thereby earning a
living. Production is the opposite
of destruction. Subsistence is at
the opposite pole of annihilation.
Therefore we come upon another
premise: It is to the interest of
business everywhere, and particu-
larly in these United States, that
peaceful accord among all nations
be preserved. That is the func-
tion of the United Nations.

International trade is one of the
great arteries of business as it is
transacted among nations. These
transactions are not made for
their own ends. They are organ-
ized and achieved to provide more
things for the peoples of the na-
tions of the world. This world
trade is essential, in varying de-
grees, to the prosperity and eco-
nomic balance of every nation in
the world.

" International conflict destroys
this platform of world trade and
distorts ‘the pattern of business
among the nationalities. - There-
fore war, aside from its brutality
‘and horrors for ‘the peoples of the
lands engaged, destroys business
or the means by which the peo-
ples live. Therefore business has
an absolutely vital stake in peace.
That is just another way .of say-
ing that business is in every way

concerned with the success of the’

United Nations.

As the richest and most pros-
perous. land in the world today,
it is ‘the responsibility of the
United States to spread its bounty,
to share its know-how for produc-
ing more goods for more people.
The "position of world leadership
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signed who are licensed or registered brokers or dealers in securities
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White, Weld & Co. -

which we occupy carries with it
responsibilities  which cannot be
lightly discharged. Wealth impligs
responsibility, and our responsi-
pility today is tremendous.

The businessmen of the United
States, because of their position
in our scheme of life, obviously
occupy an important position in
the struggle for preservation of
basic liberties, - freedoms, and
world peace. It is they who will
have to take the lead in advancing
human welfare all over the world.
Their objective is clearly defined.
It is in their power to promote a
prosperous peace that will truly
become the whole world’s Moral
Equivalent for War.

These businessmen may func-
tion through associations, or may-
be corporations,. or perhaps
through  such United: Nations. in-
stitutions as the:World -Bank and
the International Monetary Fund,
or  they ‘may 'make. their pay-
ments on the.account of peace
through their ‘own-governments.
Above all, it will be men, not in-
stitutions, who- give . directions,
force, and purpose to-the plans
and progtrams. It will be business-

‘men—no different from any other

men—utilizing their. positions for
the ‘greatest good of the ‘entire
world community. R

Opportunity of American
Businessman -

The American businessman,
therefore, has an unusual oppor-
tunity to promote’ world pros-
perity and world peace. He has the
greatest supply of material to sell
ever placed at the disposal of
anyone. He has the example of
the United States of America.

A salesman is mighty ineffi-
cient without samples, Perhaps he
has a sample case, chock full of
them. Or he may have a catalog,
complete with pictures. Working

models are sometimes used. But -

before the automobile or other
article is finally sold, the pur-

chaser has to see it, feel it, and-

try it out. ;

"The United States is an exam-
ple for all the world to see. The
péople of other nations can take

our measure. They can visit us’

and taste our  freedom and our
productivity. But they don’t have
to buy us. It will be up to busi-

nessmen to close the sale by mer- -

chandising the American Way as
a way of peace and prosperity and
abundance for -all the world.
America -is a sample of -what a
people do for themselves, with
their own hands and brains and
brawn and resources. The formula
we will. gladly share -and the
st'iénuli we will cheerfully pro-
vide.

- During the First. World-War I:
imme-.
diately after the war I studied:

served in - Europe, and

economics in ‘London. I did not

then realize that a one-hundred.

year historic period had come to
an end. That historic period was
a full century of enormous out-
pouring of investment capital and
a movement of people to all of
the newer parts of the world.

From whence did the capital
and the men move?

‘World’s Material Progress -

From the very countries we call
the Marshall Plan countries today.
In the one hundred years from
1814 to 1914, the world made more
material progress than in all the
previous centuries of recorded and
unrecorded history. Men moved,
ideas moved, and capital and
goods moved. They all moved out-
ward from Europe, Back moved
the raw materials which built up
further the first modern industrial
nations of the world.

The last generation of that great
century is a good illustration, In
the ‘years from' 1888 to 1913 ‘the
countries now called the Marshall
Plan countries of western Europe
(particularly Britain, France, Bel-
gium, Holland, and western Ger-
many) made investment advances

are huge today, but in those days
they were colossal when compared
to the national - incomes of the
countries from which this capital
flowed outward. The United
States obtained almost one-half,
or more than $15 billion of this
investment money, and every
American today lives better be-
cause. of that fact. Those loans
enabled our fathers and grand-
fathers to achieve the improve-
ments in productive processes that
have made this country. . the
world’s wealthiest nation today.
Without those loans of capital our
progress would have been much
slower.

To be sure, we gave legal sanc- *

tions that were adequate for those
loans. To be sure, we were honest
and paid off all loans. Repayment

‘was made in a few years. I might

‘add’ that such ' repayment was
made when wheat sold over $2 a
bushel, whereas the money was
borrowed earlier when wheat was

‘less ‘than $1 a bushel. Thus we
‘paid those debts in'50-cent dollars.

As I have said, we were honest

.and - repaid our' debts. But we
‘should - not forget that the.loans

were made to us when saving the
capital . we -got “required -bitter

_sacrifices by the nations making

the loans, including the labor of

.women ‘and children- and a 68-

hour week  in dangerous mines
and factories, }

How about the remainder of
the investment, the other $20 bil-~
lion which the western European
nations loaned out in the 30 years
immediately preceding the First
World War?

Where did those hard-won bil-
lions go?

They went to the backward,
underdeveloped areas all over:the
world. They went to Chile, Brazil,
the Dutch East Indies, India and
Malaya, Australia, and New Zea-
land, for example,

- For what purposes were - the
billions invested in these newer
areas?

To produce raw materials
needed by industry.

Undeniably the investment were

“generally profitable ‘for western

Europe. But the greatest gain by
far was the advance we in the
United States made on the basis

- of cheap newsprint, palm oil, rub-
‘ber, manila and sisal fibres, tin,

quinine, jute burlap, hides and
skins, furs and wool, and many
other materials which we needed

and which it was either impos--
-sible. or inconvenient for us to

produce at home. .

Then came the first World War.
After that, western Europe never
fally recovered ‘its ability to lend
abroad. We took over the short
erratic spells, undependably, and
at high interest rates. Somehow
we got along all right through the
1920’s. - During " the 1930’s -there
was no need for raw material
commodity - expansion.- In the
1940’s we had to go without these
raw materials or attempt to attain
self-sufficiency at home by sub-
stitutes or synthetics produced at
great cost.

With the world recovery which
has occurred in the last two years,
this raw material problem has
come home to us. Having failed to
take up the lending task, we are
now paying for more than the cost
of the loans which we should have
made to continue the needed ex-
pansion in the production of raw
materials all over the world.
Prices of imported raw materials
have risen greatly. As a result, the
dollar balances which were run-
ning against foreign countries as
a whole are now running in their
favor. We have lost $2 billion in
gold in the last year. Our foreign
account, which was in our favor,
has turned in the other -direction
by $4 billion. Thus our dollars
are flowing out in a big stream.
England is today wholly free of
ECA assistance. As our dollars

¢
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had to bring Japan and Gerrﬁany
into: the free orbit of the western
world.

Those dollars are flowing out to
areas in amounts large enough to
provide adequate export outlets
which can give Germany and Ja-
pan a place in the productive sun
without any injury to us, but
rather with great gain for us.
These countries can now become
solvent viable worthy exporters
assisting in the production and
trade which can develop the back=~
ward areas still further. These -
raw materials come to our shores
in almost all cases free of any
tariff burden of our imposing,

The second benefit is to be de-
rived from saving in today’s al-
most {fantastically high raw mate-
rial prices. Expanded -production
of jute burlap in Pakistan, for
desperately needed and . high
priced gunny sacks, and expan-
sion of tin and natural rubber
supplies in Malaya, expansion of
manganese and chromium-in Af-
rica, and copper  and. nickel in
Canada, can save us money-and
help to. sustain our great indus-

.trial power. The process of that.

expansion can assist us to con-
tinue building our own industrial
strength’ and: can help  make “the
free world ‘solvent.- In those
newer . countries, even our past
hard competitors such as Germany
and Italy can find adequate out-
lets for exports which will obtain
them dollar exchange, Then they
can again buy the many supplies
they once bought from us/to our
mutual gain. The process can give
England and Japan export outlets
without threat of injury to us; in
fact, this would be to our advan-
tage since they would become
once more large markets for
American cotton.

These precesses of investment
overseas, trade, and finance are
business processes. We see them
getting under way with many
new foreign loans being made on
a banking basis and  with only
moderate assistance - from the
helpful but .non-competitive In-
ternational Bank for Reconstruc-
tion and Development, That in-
stitution and its sister-institution,
the International Monetary Fund,.
have retained their resources and
strength:'to help. in the years,
ahead. These  are important
United Nations institutions.

The American businessman- ig
making. his genius for organiza-
tion available throughout the
world through the good offices of
the United Nations. He:will do
more in the ‘months ahead. For
no one realizes more clearly than
the businessman that the world
today is truly one world and that
time and distance have given way
before the steady advances of sci=
ence. ! ¥

The United Nations organiza-
tion belongs to all of the nations
of the world. Never before has
any organization so belonged. It
is a stripling of six years, and it
has already had its full share of
ups and downs. It will have more
of them. The important thing to
remember is that over the long
pull, over the course of decades,
this going organization -will suc-
ceed, It has got to succeed. There
is no other route to unity and ac-
cord among all men. There is no
other way to get goods and distri-
bution so easily "to- satisfy the
wants and needs of all peoples.-

American business has its first
responsibilities at home. But
those very responsibilities mean
that we must look to our role in
the world community. A nation
can no more live alone than your
family or mine can live alone,
than any one of us can live alone.
As countries, we must learn to
live together, to trade together,
and to prosper together. Here is
the mission of the United Nations.
Here is the part that business
must play in that mission. That
is why, in working for the United

to the rest of the world which

flow -out, they provide the most .Nations, all of us are working for
totaled $40 billion. These figures

unusual opportunity we have ever our own best interests.
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- Parchase and Sale

Unrelmed Gold

By MORTON SEIDEL-

Morton Seidel & Company
Investment Securities, Los Angeles, Calif.

West Coast securities dealer, after recounting disastrous
effects of irredeemable currency, recounts increasing value of

gold as measured in terms of

currency. Points out transac- -

tions in unrefined gold is permitted under Gold Reserve Act

of 1934, but indicates supply

of metal in this state will be

smaller, due to rising production costs. Contends, however,
~ holding gold is one of the sure ways to protect one’s self
against inflation.

If you have amassed a fortune
by hard work or inheritance and
want to do something to preserve
it in. the years to come, read
this article
o carefully, It
it obvious
‘there is no -
.complete
solution
to the prob-
lem presented
- by our. pres-
¢ ent economy.

. There is, how-
-‘ever, one
' answer that
has been re-
liable for

2,600 years. If

you do not

believe
gold “is still as good as gold,” if
you are interested only in the
proverbial “quick buck” made by
trading on the Street, don’t waste
your time reading further.

The pattern of our present pic-
ture has repeated itself so many
times that it is almost unbeliev-
able that the public is not aware
‘of what to expect from the pur-
chasing value of our money and
what to' do to  protect itself
against the inevitable loss. There
is nothing new abhout the debts of
“war being repaid in depreciated
currencies, nor is it news when
currencies not tied to gold pro-
gressively lose their purchasing
power. The sovereign who bor-
rows the money to fight a war
also makes the rules governing
the repayment,

- to repudiate the debt, He simply

changes the value of the currency
in terms of gold. The Athenians,
Romans, Egyptians and Cartha-
ginians periodically reduced the

e b
Morton Seidel

He does not have -
~to teach governments how to have

gold content of the coins, even
going so far-as to goldplate them.
While the Greek may or may not
have had a word for inflation,
these changes brought forth the
same complaint from the Athenian
housewife as you and I hear to-
day.

Our present economy is dedi-
cated to the Keynesian principle
that capitalism will not auto-
matically run itself and maintain
full employment. The govern-
ment has to take a hand to make
it work. Only by continuous
government spending to offset
savings, can full employment be
maintained. If savings are not
invested in private enterprise, the
government steps in to {fill the
gap, and the spending is not offset
by taxes Add the debts incurred
by the war to the debts we can
presenily foresee: apply the
Keynesian theory to the economy,
not only of the United States, but
a great portion of the world; and
you total a debt that will have the
same effect on the value of our
money, as the debt incurred by
other nations for the past 2,600
years. In 1930, Lord Keynes said,
“I prophesy that in 1950 every
treasury in the world will be
talking about-my ideas, but by
that time, of course, the problems
will be quite different, and my
ideas will be not only obsolete
but dangerous.” ;

Resort to Unredeemable
Currency

Time .and again a genius arises

money outstanding without gold
behind it. In 1789, the French
nation was financially embar-
rassed, Assignats, which were
notes secured by a pledge of pro-
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.ductive 'real estate bearing - 3%

interest, 'were issued. ‘This prob-
ably. was. the best thought-out of
all ‘the ‘plans for the issuance ‘of
.irredeemable paper money. - Even
men like du Pont de Nemours
were fooled, but good old Brillat
Savarin, one of the world’s great
chers (whose name is honored by
the famous Wall Street restau-
rant), was not fooled. He insisted
that the natural economic laws
would continue to work, and as
each issue of assignats was added,
he was able to predict the per-
centage of depreciation. In 1793,
the Law of the Maxim was
passed. ~ (Maxim ‘to the French,
ceilings to wus!) Prices were
fixed at 13 times the 1790 price,
5% added for the wholesaler, 10%
added for the retailer. Even im-
prisonment, property confiscation,
and finally the guillotine, could
not make the ceilings stick, In
the following year the Law of the
Maxim was abolished. On Feb.
18, 1796, the machinery, plates
and papers for printing assignats
were ‘destroyed. By that time it
took 15,000 assignats to buy a 25-
franc gold “Louis.” The holder of
gold stayed ahead 600-to-1.

In the. last two decades Ger-
many and - England produced
geniuses like Schacht and Lord
Keynes. They gave us some les-
sons. in managing currencies.
These men were taking care of
countries that had inadequate
supplies of gold. Schacht used
what. little ‘gold he had left to
import the commodities Hitler
needed for war, During this time
the value of the internal Mark
continually depreciated in. terms
of gold in spite of Hitler’s in-
sistence that the Reichsmark was
backed by German  labor and
achievement. This was, in his
opinion, an asset. not only far
better than gold, but an asset that
would defeat the entire world.
Keynes made his personal fortune
selling short the purrenmes in Eu-
rope that were ‘not tied to gold.
'The ounce of gold he could have
bought in 1930 for 86 shillings
will bring 248 today.

In modern times:the public was
taught to use paper for money.
Why bother with gold metal when
one could use gold receipts to take
the metal’s place? When one’lent
his government, a corporation, or
a friend money, it was agreed
repayment was to be made in “the
present weight and fineness 'in
terms of gold.” Not so long ago
our sovereign clipped some of the
gold out of our coins. Soon after
the coin clipping, the balance of
the bonds that had been issued
during World War I were paid
off. All we got back was 1,000
clipped coins, although we were

entitled to 1,700 of the new coins
in accordance with our contract.
If that is the deal we received
because of the debts developed
during the first World War, what
will the next change be, based
on the present astronomical gov-
ernment debt, plus what is to
come?

Chart I indicates that com-
modities, based on the old dollar,
are not hxgh compared with the
100*year_ average. The purchas-
ing power of the new dollar tells
a different story. Published fig-
ures would indicate that approxi-
mately 54% of the production of
gold is annually absorbed by in-
dustry, and the balance becomes
monetary gold reserves in central
banks. Treating gold.as a com-
modity, :it is obvious from the
chart that, in terms of dollars,
gold is probably the only com-
modity which has not moved up
a good 100%. While our loss of
the $1% billion in  gold during
1950 may be due to many reasons,
one might be that our foreign
friends may be thinking that they
would rather have the gold than
our dollar.

Chart II shows that the price of °

gold has a tendency to rise as
times goes on. The formation of
the Bank' of England resulted in
the fixed price of gold being es-
tablished in 1696, By 1931, the
Bank of England suspended gold
payments, and the price of gold
in shillings has since risen to 248
shillings per ounce of gold. This
brings the price up to the trend
line and would indicate that gold
in terms of dollars should ap-
proximate $60 per ounce.

Transactions in Natural Gold
Permitted

Regulations issued under ' the
Gold Reserve Act of 1934 have
been interpreted by the Director
of the Mint and the General
Counsel -of the Treasury, as per-
mitting the purchase, sale ‘and
transportation. of gold in its nat-
ural state, without the necessity
of holding a license. The Act
reads:

“, . . gold recovered from nat-
ural sources which has not been
melted, smelted, or refined or
otherwise treated by heating or
by a chemical- or:electrical proc-
ess:may be acquired, transported,
within - the United States,
ported, or held in custody for
domestic - account without the
necessity of holding a license
therefor.”

The law permits the purchase of
gold for domestic account without
limiting the amount. The gold
cannot be exported. #

Natural gold destined to be
purchased by an indiviual is
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packed in leather pokes at the
mine, It is then shipped to an
assayer licensed by the mint." By
sampling, the assayer is able to
determine with - remarkable ac-
curacy the amount of pure gold
in a given quantity of material,
Usually the fineness runs from
800 to 900. This means that if
100 ounces of material are in a
leather - poke and the assay is
853.25 fine, there are actually
85.325 ounces of gold. in the poke,
and the other 14-odd ounces may
be made up of other metals such
as silver, etc. The assayer fig-
ures the exact weight of . the
material to the 100th of an ounce,
the fineness, and the exact amount
of pure gold in the poke. He
then seals it with his sea}l on
which is his tag giving the:in-
formation, necessary to .identify

‘his assay certificate that goes

along with the poke. The miner
supplies a Treasury form that
identifies the origin of the gold
and when it’ was mined. This

form should be delivered to the

purchaser of the gold. Any safe
deposit company can supply a box
in which to keep gold.

fSince ‘'most hard rock mines
must treat the ore to produce. the
gold, very little natural gold. is
available from this type of pro-
duction. The placer mines 'in
Alaska and the United, States do
produce a nominal amount of :the
gold in its natural state. From
my conversations with the miners
of Alaska, it appears that the
supply from' this source will be
smaller and smaller, - Costs ..of
production are rising to the point
where it is increasingly difficult
to break even, much less make a
profit.

The writer has no quarrel w1th
our government policies, nor-has
he a solution for them. He .is
astounded at the lack.of interest
in protecting fortunes .from the
effects = of inflation., History
shows. that gold has been one of
the sure ways to protect: oné’s
self against inflation, The man
of wealth who, in this economy,
does not avail himself of this op-
portunity to protect himself and
his heirs, should (as an English
economist recently sald) “have
his head read 7 : )

Wnth Waddell & Reed

LAWTON, Okla —Major Joseph
C. Richard, U. S. Army-retired,
has been appointed repi'esentative
of Waddell & Reed, Inc., in ‘the
Lawton-Fort Sill, Okla. area, His
offices will be located at 305
Koehler Building, Lawton. "
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- No Justification

for

Raising Capital Gains Tax

- By ROBERT P. BOYLAN* ‘
Chairman, Board of Governors, New York Stock Exchange

New York Stock Exchange’ spokesman voices disapproval of -

Secretary Snyder’s proposal to raise capital gains tax by

12Y,% and to lengthen holding period to 12 months or more.
Denies reducing holding period would be - inflationary or

stimulate speculation,

We have tried to approach this

. question of taxation with a view was passed in October “of that

. to bringing -the highest revenue
. return to our government—with
. the least un-
favorable
effect .on our
economy
in general
and upon the
highly sensi-
tive securities
business
in particular.
I believe! I
can be most
helpful ‘if - I
confine myself
to the capital
gains tax, and
stay on that
i subject. This
is a tax with which we live, .as
© vou know. Our day-to-day ob-
. servation of its application is
. extremely close. = It -is .our hope,
© out of this experience; to con-
- iribute constructively to your
- considerations,

Robert P. Boylan

You will recall that the Ways -

and Means - Committee recom-
‘ 1aended in the 1950 Tax Bill that
the holding period for' capital
' £iins be reduced from six to
{hree- months. = The Bill passed
11e' House with that provision
- iztact. The Committee at one
" 1me also tentatively decided to
raduce the capital gains tax from
© %5 to 16%. The Committee sub-
« sequently reversed its decision on
: iL.e tax rate, but even tentative
~“~proval would indicate that
iere was considerable merit to
" {he proposal.
The shorter holding period was
rcjected in conference. I am in-
. frrmed this was one of the very
icst concessions - made by  the
Y.ouse conferees in the interest of
retting out a tax bill. ’

. When the law provided a hold-

: ing period of 18 months or longer,
from 1938 to 1941, it is a matter of
tecord that revenues from capital
#2.ns dropped from $12,000,000 in
1938 to the point that, in 1940

- #nd 1941, capital losses offset
rapital gains,

__‘Shtement by Mr. Boylan before the
4'\:1ays a?dRMeans Committee of the

‘suse o epresentatives, Washington,
0. C., Feb. 22, 1951. ’ il

In the Tax Bill of 1942, which

year, the holding period was re-
duced from 18 to 6 months. The
full impact of the shortened pe-
riod - was ‘not felt in that year,
however, because ‘the - tax-paying
public did not begin: to thaw out
their investments until the shorter
period became law, Despite the
limited  time ' the - shorter ' period
was in effect, capital - gains -tax

receipts expanded to - $6,700,000 -

for that year. In 1943, returns
from the capital gains- tax bal-
looned -to $266,600,000, in- 1944 to
$354,000,000, and in 1945 to $720,-
000,000. :

Although' the Treasuryhas not

“disclosed the “figures for 1946,

1947 and 1948, it is known that
capital gains' revenues in 1946
exceeded 1945. . It is also known
that 1947 receipts were  only
slightly lower than 1946. 1t -is
regrettable that the Treasury De-
partment has not formally placed
these figures for 1946, 1947 and
1948 before your Committee.

=” Other factors undoubtedly con-

tributed to this enormous incredse
in revenue, But, fundamentally,
the increase was due to the thaw-
ing of frozen investment capital.
Under the longer holding period,
capital was immobilized because
tax impediments warped normal
business judgments.. Under a six-
months period, the investor, while
still penalized to a degree, is
given more freedom of action.

It seems obvious to wus that
greater freedom for capital would
provide the government with still
more revenue. It seems just as
obvious that the government
would receive less revenue if the
holding period were lengthened
to 12 months or more and the tax
increased to a maximum effective
rate of 37%%. ;

Our high regard for Secretary
Snyder and his staff of tax ex-
perts does not diminish our con-
victions.

Frankly, we can see no justi-
fication for increasing - ordinary
income taxes four: percentage
points -and the capital gains-tax
12% percentage points. It cannot
be said, without unwarranted re-
flection upon  Congress, that
capital gains have been unduly

‘I‘ECAUSE THESE SECURITIES ARE BELIEVED TO BE EXEMPT FROM REGISTRA-

? NEW ISSUE

TION THEY HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND
EXCHANGE COMMISSION, BUT SUCH EXEMPTION, IF AVAILABLE,
DOES NOT INDICATE THAT THE SECURITIES HAVE BEEN EITHER
APPROVED OR DISAPPROVED BY THE COMMISSION OR
THAT THE COMMISSION HAS CONSIDERED THE ACCU-
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and improperly favored in the
present law, The Ways and

- Means Committee, better schooled -

in taxation than any other .body,
wisely -determined that.the: ‘de--
crease, in revenues.from capital
gains was due to the paralysis
caused by a holding period.of-18:
months or more. . Accordingly, the
Committee shortened the holding

- period to six months, with a 25%

effective rate.’ In the face .of our
government’s great need for addi-

" tional . revenue, - it seems cryztal

clear that a lengthening  of the
holding period and an increase in
the tax rate would return us- to
the unhealthy conditions with
which we are all familiar—stag-
nation of capital investments and
resultant loss of revenue to the
government,

You will recall that-the Senate
Finance Committee ‘ reported “the
1950 tax bill to the Senate with a
3-months holding -period for cap-
ital- gains, as had -been-‘provided.
in ‘the House bill.- During the -
debate-in the Senate, an amend-
ment was offered, and approved, .
to strike out the 3-months period:
It was argued that the reduction
of the holding. period would beé
inflationary “and ' a “stimulant - to
speculation: -That view, - we  aré
convinced, is fallacious. . Actu-
ally, the contrary holds true.. -So:
for as speculation goes, policing
by the Securities and Exchange
Commission and by the exchanges
themselves, - in _addition te 'the
credit control powers of the Fed-
eral Reserve, preclude speculative
excesses. And lengthening of the
holding period for capital gains
contributes to an  inflationary
spiral by preventing a free and
open market in securities and
commodities. ;

I can illustrate this by the fact
that the floating' supply  of
is
gradually contracting. This trend
is being accented by the purchases
of institutional investors who are*
buying stocks as a sourc¢e of in-
come. By institutional investors,
I refer, of course, to certain insur-'
ance companies, pension funds,
open-end investment -trusts and
college endowment funds. A
longer holding period will reduce
the market supply of securities
still ‘more because individual
owners of securities, their judg-
ments clouded by untavorable tax
considerations, will be deterred
from selling.. Thus an already
contracting supply of stock will be
further limited ‘without curtail~
ment of demand. ’

May I summarize our position:

We appreciate the difficult task
that confronts ,this honorable
Committee. The suggestions we
have offered were made in the
best of faith, “We realize the
needs of.our government .in this
time of crisis and our Own re-

. sponsibilities,

We are firmly convinced, after
careful study, that a shorter hold-
ing period, at the present ‘tax
level, will increase revenues by
millions of dollars. We . advise
strongly against freezing invest-.
ments for 12 months and increas--

. ing the maximum effective rate to

37%%. :

Joins Tower Pringle -
(Special to THe FinanciAL CHRONICLE)
SHREVEPORT, La.—Frank ‘B.
Gillan has been added to the staff:
of Tower J. Pringle, 440 Monrovia
Place.

Jbin# Wamer Staff

(Special to THE FINANCIAL CHRONICLE)
ROCKLAND, Maine — Frederic
E. Tripp has joined the staff of
J. Arthur Warner & Co., Inc., 431

Main-Street.

" With Waddell & Reed
(Special to Tue FinanciaL CHRONICLE)
BOSTON, Mass. — F. Denton

}Nertz is with Waddell & Reed,

nce. £ ¥ ’ .

.complete banking services.

'NEWS ABOUT BANKS |
AND BANKERS

‘CONSOLIDATIONS
NEW BRANCHES
. NEW: OFFICERS, ETC. |
"REVISED i
CAPITALIZATIONS

N. Baxter Jackson, Chairman of
Chemical Bank & Trust Company
of -New York, announces the ap-
pointment of Herbert I. Sayers as
Assistant Vice-President in the
foreign department and of Ralph
Farrington as Trust Officer in the
personal trust department. Mr.
Sayers has been with the bank
for 32 years and was formerly an
Assistant- Manager in the foreign
department. He is in charge of
the Far Eastern Division. Mr. Far-,
rington ‘has been associated for
the past 15 years with the trust
department of Continental Bank
& Trust Company.

The directors of Chemical Bank
& _Trust on Feb. 21 increased the
regular .quarterly dividend from
45 cents to 50 cents a share pay-
able April-1, 1951, to stockholders
of record March 19. This dividend
is payable on -the 2,500,000 shares
of the bank currently outstanding
plus the 40,000 shares to be issued
in conjunction with the proposed

‘merger with The National Safety
Bank and Trust Company of New"

York. The last change in dividend
was 25%. in stock paid on Nov.
8, 1945.
LA ]
. Beginning Feb. 23, at 10 p.m,,
Chase National Bank of New York
sponsored “The March of Time
Through the Years,” a new half-
hour television - program over
WJZ-TV. First subject in the se-
ries ‘was “Newsfronts of War—
1940.” a November, 1939, March
of Time release which reviewed
the events of 1939 and took a look
at the probable news subjects of
the years ahead. This is the first
time that “The March of Time”
has been put on television, and
the present schedule includes 26
programs on- Friday evenings at
10 p.m. Leading authorities -in
the world of science, art, music
and international affairs will use
“The March of Time” films in
discussing imipertant topies, ™ -
w0k %

George R. Burlinson has been
appointed an Assistant Secretary
of the Corn Exchange Bank Trust
Co. of New York.

. Ed & #

The Bank of the Manhattan
Company of New York opened on
Feb. 27 a new branch office on the
ground floor of the Fisk Building
at 57th Street and Broadway.. The
office is the seventh for the bank
in the midtown area. Under: the
management of John T. DePalma,
Assistant Vice-President of .the
bank, the new office will provide
Safe
deposit facilities will be available,
H L & £ % v

Election of David O’D. Kennedy,
President of.Kentile, Inc.; to the
board of directors of the Indus-
trial Bank of Commerce of New
York, was.announced on Feb. 21
by Walter E. Kolb, President. Mr.
Kennedy-has directed the expan-
sion of the Kentile firm from rela-
tively small beginnings to the
world’s largest manufacturers of
asphalt tile and cork tile, Mr. Kolb
said,

£ = % y

Charles C. Jordan, Vice-Presi-
dent of City Bank Farmers Trust
Company of New York, in charge
of its uptown office at 640 Fifth
Avenue at 51st Street, died of a
heart attack at Grand Central
Station on Feb. 21 Mr. Jordan
was born “in Steubenville, Ohio,
on July, 24, 1895.. Eollowing World
War 1, in .which he saw service
as a Second Lieutenant in the

Field Artillery, he took a position

with the Federal Export Corpora-
tion in New York, and in May,

to accept a position as Manager
of the order department of
W. Reed Williams, of New York,
From January, 1921, until he
joined the Farmers Loan: and
Trust Company in 1923, he held
a position in the New York office
of the Near East Relief. Mr. Jor-
dan was appointed a Trust Officer
of City Bank Farmers Trust Com-
pany when the Farmers Loan and
Trust Company, where he was a
Trust Officer, became affiliated
in 1929 with the National City
Bank of New York.

Duncan F. Geery, former Trust
Officer of City -Bank Farmers
Trust - Company, who- retired :in
March, last year, died on Feb. 22.
Mr. Geery, who was 61 years.of
age, joined the company as a page
in 1905. In 1931, two years after
The Farmers Loan and Trust Com-
pany became affiliated with The
National City Bank of New York
as City Bank Farmers Trust Com-
pany, Mr, Geery was appointed an
Assistant Trust: Officer;.and Trust
Officer.. in - July, 1939. - During-
World War I, -Mr. Geery was a
Sergeant in the 304th Field Artil-
lery, 77th Division. :

% £ #* ’

The election of Wilfred Wottrich
to the Board of Trustees of The
Lincoln Savings Bank of Brook-
lyn, N. Y., was announced on Feb.
26 by John W. Hooper, President
of the bank. Mr. Wottrich is Vice~
President in charge- of the per-
sonal trust’ department of the
Manufacturers Trust Company. He
is a'native New Yorker, a gradu-
ate ,of the New York University
and of the Graduate School of
Banking, Rutgers University. Mr.
Wottrich is a member of the Ex-
ecutive Committee, Trust Division
of the New York.State Bankers
Association, and at one time served
as Chairman of the Bank Manage-
ment Conference of New York
City. He is also Vice-President
ana director of William L. Mar-
snall “Ltd., manufacturers of
veneer, hardwood and plastics. *

& # Ed

George C. Johnson, President of
The Dime Savings Bank of Brook-
lyn, N. Y., announced on Feb. 24
that 1,858 safe deposit boxes re-
cently purchased from the Long
Island Safe Deposit Company, 189
Montague Street, Brooklyn, would
be transferred over the week-end
to “The Dime’s” vault at Fulton
Street .and DeKalb Avenue,
Brooklyn. The Long Island Safe
Deposit Company, second -oldest
safe deposit company in the United
States, is retiring from the safe
deposit business. Organized. in
1867, it has served residents and
businessmen in :the ‘downtown
Borough Hall section of Brooklyn
for over 83 years. Present renters
of these boxes began business at
“The Dimé” on Feb. 26. Yo

Tk # &

- The, Auburn Savings Bank of
Auburn, N. Y., announces the death
of its President, William H. Sew-
ard, on Feb. .16.

* * %

Joseph Upton, President of
Queens County Savings Bank of
Flushing, N. Y., has announced the
appointment of four new Assistant
Vice-Presidents and two hew As-
sistant Secretaries. William C,
Rollauer, Director of Public Re-
lations and- Assistant Secretary,
James Hunter, Jr., Assistant Sec-
retary, Dennis Doulos, Assistant.
Secretary and Robert F. Wellman,
Assistant Secretary have been pro-
moted to- Assistant Vice-Presi-
dents. Charles P. Rankin, Assist-
ant Mortgage Supervisor and

1920, he gave up this connection James J. Connell, Assistant: Man=
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ager of the Corona Branch have
been made Assistant Secretaries.

‘ * & &

. The First National Bank of Cut-"
chogue, at Cutchogue, N. Y., with
‘a’ capital stock of $35, 000 was
merged into the North Fork Bank
& Trust Company, at Mattituck,
N. Y. (capital $100,000), effectlve
Jan. 26. Previously, on Dec. 16, an

authorization certificate was is- .

sued for the North Fork Bank and
Trust Co. incident to the conver-

sion of the Mattituck National -
:Bank & Trust Co. at- Mattituck, *
into the North Bank and Trust Co.;

the franchise of the Cutchogue - -

bank as a national association was
terminated as of Jan. 26.

@ = %

" Approval was given on Jan. 24
by the New York State Banking
Department to a certificate of in- -
crease of the capital stock of the

Security Trust Co. of Rochester,

N. Y., from $2,450,000 to $2,500,000.
The stock is in shares of $25 each

T B

& :The taking over of the Monson *
-National Bank of Monson, Mass., .
‘by the Springfield Safe Deposit

& Trust Co. of Springfield, Mass.,
--was indicated by:the Office of the
Comptroller:of ‘ the’:Curréncy “in
its weekly bulletin of Jan. 22.
The absorption of the. bank . oc-

curred -on Dec. 19, and it was -
placed. in voluntary liquidation on -
Jan. 17." The bank had a capltal,

-of $50,000 common.

R T

George A. Butts, Vice-President,
Treasurer and director of Winslow .

Bros. & Smith Co., was on Feb. 19
elected to the board of directors

of the State Street ‘Trust Co of

Boston.
L ) i

'Robert J. Kiesling, President of
Camden Trust Company, Camden,
N. J., announced on Feb. 21 that
the sale of 62,500 additional shares
of common stock authorized by
the bank’s shareholders at -their

annual meeting in January has

been completed as per schedule.
Of the $750,000 realized from the
sale, $250,000 was added to com-
mon capital account and $500,000
ta surplus. account

"The purchase ‘of the First Na-
tional Bank of Beileville, N. J.,
by the Fidelity Union Trust Co. of
Newark, has been approved by the
directors of the bank, at a price

of approximately $80 a share, it -

was indicated on Feb. 15 by the
bank’s President, Peter Igoe, ac-
cordmg to the Newark “Evening
News.” The stockholders will vote

LAMBORN & CO., Inc.
-99 WALL STREET
NEW YORK 5, N.Y.
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on the offer on March 27. The
“News” reports Horace K. Corbin,
President of Fidelity Union, as
saying that the First Natlonal
would be continued as Fldehty
Union’s Belleville office.
£ # #

John McShain, President of Jonn

McShain, Ine., Philadelphia, build-

elected a member of the board of
directors of The Pennsylvania

Company for Banking and Trusts -

of Philadelphia. Mr. McShain has
received national recognition for
his present work in rebuilding the

| White House and for his construc- .

tion of Washington landmarks

such as the Pentagon and State-:

Department buildings, the Naval

Hospital, the Jefferson Memorial
and ‘the National Air Port.  He is
also builder of the Roosevelt Me-

.morial Library at Hyde Park.

i Ed #*

The Fulton National Bank of
Lancaster, Pa., increased its capi-
tal from $600,000 to $900,000 as of
Jan. 3, the additional $300,000
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having been brought about by a,
stock dividend of that amount.
% %

As of Jan. 15, the Hackley Union
National Bank of Muskegon, Wis.,
increased its capital from $600,000
to $800,000 as a result of a $200,000
stock dividend.

ing contractors, was on Feb. 13

A Report

“of Progress
-._’Leadmg into

1951

'The Radio Corporation of America in 1950
had its biggest business year, with gross in-
come reaching a new high of $586,393,000.
Sales, profits and dividends fo stockholdérs

were larger than at any time in the Corpora- -

tion’s history, and employment increased
substantially.

Television in performance has reached
proportions that qualify it as one of Amer-

~ ica’s major industries. RCA, through years
of pioneering in research, engineering and +

planning, has contnbuted greatly to the
growth of this new art, both in black- and‘
‘white and in color.

America is fortunate in having a visual
medium of broadcasting'to supplement the
vast coverage of radio in a time of national
emergency. Today there are 107 television

. stations, “nearly twelve million television

sets, and:an -audience of about forty-five
million people. '

World tensions and the vital importance

of having the United States strongly pre-
pared to meet emergencies place new de-
mands on industry, especially electronics
and communications. which are essential in
war as well as in peace. RCA’s communica-
tions facilities, productive plants, scientific
skill,-and manpower -are geared to the in-
creased defense effort of this Nation to help
perpetuate. “the miracle of American pro-
duction.” Qur resources are primed for
united action. to resist aggression, to help
strengthen the unity of free nations, and to
“provide our Armed Forces with the most
effective electronic weapons for the protee-
tion of our freedom and way of life, and the
preservation of world peace.

,,.2:26’- f

Clzatrman of the Board ' Presldent

- PRODUCTS. AND SERVICES SoLD / $586393000 $397 259 000

Results at a Glance
“from RCA 1950 Annual Report .
' : 1950 1949
Percent increase over previous year ) 47.6% C111%

ProriT BEFORE FEDERAL TAXES ON INCOME | 96993000 - 41 927 000
Percent to products.and services sold 16.5% 10.6%
Per ¢ommon share . 6.76 219
ToTAL FepErAL TAXES oN INCOME . 50743000 16783 000
Percent to profit before Federal taxes

on income : 52.3% 40.0%
Per common share Koy - 3.66 1.21

Ner ProFir 46250000 25144 000
Percent to products and services sold . 79% 6.3%
Per common share 3.10 158

- ) i i
PrREFERRED DIVIDENDS DECLARED , ..~ 3153000 3 153 000
Per share 3.50 3.50

CoMMON Divipenps DECLARED . 13 857 000 6928 000
Per share . 1.00 50

ToTAL DivipENDS DECLARED 17010000 10 081 000
EARNINGS FOR YEAR RETAINED IN THE BUSINESS 29240000 15063 000
RETAINED EARNINGS AT DECEMBER 31 123802000 94562 000

SrockHoLbERs’ EQuiTY AT YEAR ENnD 172790000 142 340 000

WorkiNG CAPITAL AT YEAR EnD 130902000 96553 000
Ratié of current assets to current liabilitics 27101 | " 27t0l

ADDITIONS To PLANT AND EQUIPMENT 20450000 - 16340 000
DEPRECIATION OF PLANT AND EQUIPMENT 8876000 7022 000
Ner PLANT AND EQuIPMENT AT YEAR END $87392000 $76 465 000

NumBER oF EMPLOYEES AT CLOSE OF YEAR ' 54409 41972

. ArTHUR E, BrAUN Frank M. Forsom

BOARD OF DIRECTORS

CHARLES B. JoLLIFFE

WALTER A. Buck Jonn Hays Hammonb, Jr. Epwarp F. McGrany

Joun T, CaniLL GEorGE L. HArRISON Davip SARNOFF

Gaxo Dunn Harry C. INGLES NiLes TRAMMELL

‘RADIO CORPORATION of AMERICA
| World Leader in Radio — First- in Television




16 (924)

Lifting the ““Ticker Tape Curtain”
In Colleges

By ROBERT B. MENSCHEL
Member of the New York Stock Exchange

Youngest ‘member of New York Stock Exchange describes a
financial exhibit recently held at Syracuse University and urges
N. Y. Stock Exchange’s public relations program should extend
to educating college students in investment and exchange op-.
erations. Says such program of education should be long-range
and all segments of securities industry should participate in it.

/At a financial exhibit held re-
cently at Syracuse University, a
giroup of college students stood
around a stock ticker and gazed

at it as if a

strange demon

were “inside.

They. were
¥# fascinated by

the way . the
d little machine

“spat’ miles of
i tape and made

"mysterious

noises., Yet

these were no
children

staring at a

strange mon-

key at a zoo;
these were in-
) telligent, well-

informed business students in a
leading university staring at the
symbol of American finance,

Most students in college today,
even though they may be major-
ing in business, have little or no
idea of what the stock market is
or how it operates. But these
same students are very much in-
-terested in learning about com-
mon stock investing. They have
never been given the opportunity.

‘A few months ago while at col-
lege, 1 organized and sponsored
an “Investment Week” display, the
tirst display of its k/nd to be held
at a college. The week-long ex-
hibit was designed to familiarize
the students with the operations
of the security industry. Part of
the display "consisted of “live”
stock, curb and news tickers and
stock and bond certificates which
we tried to present in as colorful
and as interesting a manner as
possible,

A great deal of emphasis in the
Exchange’s public relations pro-
gram should be placed on educat-
ing these college students, . The
ideas and beliefs of the older gen-
erations, those that have wit-
hessed tae 1929 crash, will not be
easy to change. But the young
people do not look upon securities
with distrust or suspicion. These
college students are at an age
when they are responsive to new
ideas; and at the same time can
be counted upon to spread the in-
formation they learn on to their
parents.

Now is the time to acquaint our
nation’s college students, not by
the spoonful but in large doses,
with the securities industry., With
tpg Immense rise in the cost of
living these students and their pa-
rents are beginning to question
the advisability of investing in
fixed interest securities. But the
great body of students are not
familiar with the opportunities
av_ailable for investment in any-
thing but fixed-income dollar se-
durities,

Now is the time to launch an
effective educational program in
the universities explaining the se-
curities markets and emphasizing
‘the advantages offered by intelli-
gent common stock investment.
These opportunities must be re-
vealed to the students. These ben-
€efits must be sold.

‘College men and women can

Robert Menschel

and should be America’s - future.

_investors. Most of the students’
families are in the middle-income
groups, and after graduation the
students themselves will enter
\\_rell—paid positions or the profes-
sions. In years to come, these

tp://fraser.stlouisfed.org/

groups will become the main in-
vestors in American business en-
terprise.

This vast potential market for
securities still lies untapped. The
business is there, What is needed
is 'to. provide a more widespread
and well-planned program to ac-
quaint students (and indirectly
their parents) with the securities
markets and the advantages of
common stock ownership,

Wall Street must concentrate on
providing the nation’s colleges
with easily digestible information
concerning the basic, elementary
characteristics of ‘securities, their
ownership and their markets.

In organizing the “Investment
Week” at Syracuse University, I
invited many brokerage firms to
prepare educational exhibits for
display, Some of the brokerage
houses offered to send me an ex-
hibit—but only with the under-
standing that they could solicit
business,

Students and the general public

‘naturally shied away from the

exhibits in which they were
high-pressured or openly solicited.
This type of selling can only re-
sult in distrust and suspicion
when dealing with students whq
do not understand the subject.
Forward-looking brokerage firms
realize that cut-throat competi-
tion just scares away the unin-
formed investor. Only by cooper-
ative education will the base of
common stock ownership grow.,

A Long Range Program

The Exchange and the member
brokerage firms must understand
that their whole program of edu-
cation is a long-range investment.
They must realize that it will not
or should not have to pay off im-
mediately in dollars and cents.

There are many ways in which
the securities business can help
lift the “Ticker-tape Curtain”
which surrounds the industry: °

(1) “Investment Week” exhibits
should be organized and spon-
sored by the Stock Exchange in
colleges all over the nation, as an
ideal means of educating college
students and the university fac-
ulties. At the same time the
general public, and especially
women’s clubs and fraternal
groups, should be invited to visit
the display. The prestige which
an exhibit held in a university of-
fers, cannot be overemphasized.

(2) Speakers’ bureaus should be
set up in each city where broker-
age firms and colleges are located,
Most colleges are very glad to
invite an outside businessman to
give'a lecture in a class. Ma-
terials illustrating “how to invest”
and “how to read a financial
statement” should be prepared by
the Exchange for use in college
courses, to supplement the out-of-
date textbooks now available in
the field. Groups of high school
and college students should be in-
vited to visit the Exchange.

(3) Many business and eco-

nomics professors who are teach-

ing in our nation’s colleges know
very - little about the securities
business except that it is trans-
acted on a mythical “Wall Street.”
Because of this the Fellowship
Program offered college profes-
sors should be greatly expanded.

Who Should Sponsor Programs

Most of these programs should
be sponsored by the Stock Ex-
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change itself as they are about
the only group with the necessary
long-range perspective needed in
a program of this type. In their
educational program Wall Street
is starting practically from scratch.
They can not or should not expect
immediate results.

The Stock Exchange has made
a good start in educating the
older public, But with the Ex-
change’s present advertising

budget of only around half-a-mil-

lion dollars, a widespread and
well planned program of educa-
tion on all age levels is an impos-
sible undertaking. '

The National Association of
Manufacturers, the Institute of
Life Insurance and the American
Medical Association each spend

millions of dollars yearly to rein--

force the public’'s acceptance of
the services their industries offer.

The New York Stock Exchange,
which has a service to sell that
hasn’t even -achieved widespread
public acceptance.or understand-
ing, cannot hope to accomplish
its public relations goals on a
budget of $460,000 a year.

If some of our nation’s soap and
cigarette manufacturers can spend
millions of dollars to sell the pub-
lic on their individual products,
the securities industry should
spend comparable amounts on ad-
vertising their service—a service
which is a basic part of our eco-
nomic system.

This is Wall Street’s best hope
of insuring broader interest and
understanding of security owner-
ship by college students in the
years ahead.

The other day I received this bit
of advice from an important elder
member of the Exchange: “If you
have any faith in the future of
your country, young man, always
keep your eye on—and your
money in—longe-range, growth
type investments.”

That’s sound advice, I think—
and’ in the same way, educating
college students to the facts con-
cerning security ownership is also
a growth-type investment. If the
members of the security industry
have any faith in the future of
the nation’s young people, they
should realize that these college
students are a worthwhile long-
range investment.

George Moore With
Mixter & Company

George E. Moore

(Special to Tue FinancisL CHRONICLE)

BOSTON, Mass.— George E.
Moore has become associated with
Mixter & Co., 82 Devonshire
Street, members of the New York
and Boston Stock Exchanges. He
was formerly with Hayden, Stone
& Co. and prior thereto was man-
ager of the unlisted department of
Chandler Hovey & Co.

Flanagan Pariner
In Josephthal Ce.

Josephthal & Co., 120 Broad-
way, New York City, members of
the New York Stock Exchange,
announce that John J. Flanagan, a
member of the New York Curb
Exchange, has been admitted as a
general partner in the firm.

Mr. Flanagan’s admission to the
firm was previously reported in
the “Chronicle” of Feb. 15.

Tomorrow’s
Markets
Walter Whyte

Says — _’
———= By WALTER WHYTE
During the next week or so
you’ll probably start reading
how bad things are; business
is off and going off worse;
taxes will be so high that no-
body will be able to exist and
the war that we are stockpil-
ing and preparing for, has
been relegated to the limbo of
the past.

After reading all these
things the chances are you’ll
be ready to dump your stocks.
This feeling will be bolstered
by what will probably be a
declining market. So there
you’ll have all the ingredients
of a bear market and you
loaded with stocks. What will
be the thing you’ll be most
tempted to do? Sell or buy?

The answer will be to sell.
For who buys stocks on a
falling market? You? Don’t
be silly. You buy them on a
rising market. You buy them
when everybody agrees
they’re going higher; when
the market place is full of
forecasts of more new highs;
in short you buy them when
everything looks wonderful.
So then if they start going
down you’re hung up at top
prices, or at least high prices,
feeling miserable and unfit to
live with. I know. I've done
all these things in the past.

Right now you can read
market letters that warn you
the top has been reached.
Then you read other market
letters that pooh-pooh the
high price theory and point
to continued prosperity. If
you can make up your own
mind after reading such con-
flicting views, you're won-
derful. And if you're that un-
usual, nothing I can write
will make any difference to
you. In fact you should read
this with detached amuse-
ment. '

But in case you're looking
for guidance and not for read-
ing ‘material, I'll try to fill
the bill. At this point I start
feeling kind of silly because I
don’t really have any inside

sveee CALLS

e Per 100 Shares Plus Tax »
Chrysler .... @78% July 9 $625.00
Std. Oil N. J. @10433 Apr 30 425.60
U. S. Steel... @454 May 25 250.00
Phillips Petr’l @807 May 7 375.00
St.L.& S.Fr.RR @26';, May 3 262.50
Mo K.Tex.pfd. @57Y, Apr 27 459.00
Mack Truck.. @19 Aug 20 337.50
Republic Steel @48%; May 23 200.00
Radio Corp... @193 Apr 9 112,50
Sinclair Oil.. @3734 Aug 15 350.00

Subject to prior sale or price change

THOMAS, HAAB & BOTIS

Members Put & Calls Brokers & Dealers
Association, Ine,

50 Broadway, N. Y. 4, Tel. BO 9-8470

information as to what the
market will do and when it
will do it. The best I can do
is to watch and then, based
on many interrelated factors,
act accordingly.

For the past two weeks I've
felt that a top was in the mak-
ing. I saw small evidences of
selling that confirmed my feel-
ing. I therefore suggested one
of two things. Postpone new
buying, and grab off some
profits while you could. The
first isn’t too difficult to fol-
low; the second isn’t so easy.’
With the tax department cut-
ting itself into a big chunk of
profits, if you sell anything -
after holding it less than six’
months, one wonders if selling -
is wise. My answer is that.
when a stock is to be sold
then tax problems, commis- '
sion costs, etc., must be dis-
regarded.

If the stock is any good, and
a reaction does come, you'll
be able to buy it back at
prices .that will save you
money even if the tax bite is
included. The answer that a
stock is held outright isn’t
impressive. My guess is that
more money is lost in the ag-
gregate by outright holders
than during the old days
when one could buy stocks
for ten points. Holding them
outright lulls one into a false
sense of security. :

After reading all this you're
probably aware that I con~ .
tinue to think that stocks are
going lower. But if you also
get the impression that I
think they’ll eventually go
higher, you're right. Sum--
ming it all up, it means I
would suggest building up
cash reserves and awaiting
opportunities. Whether or not
youwll know them as oppor-
tunities is something else.
Basically, when everybody is
tumbling over each other to
sell that is the time to start
buying. That period may not
come for some weeks. It
means you’ll have to wait.
But better wait with cash in-
tact.

[The wviews expressed in this
article do mot mecessarily at any
time coincide with those of the

Chronicle,” They are presented as
those of the author only.]

Pacific Coast
Securities

Orders. Executed on
Pacific Coast Exchanges

Schwabacher & Co.

Members
New York Stock Exchange
New York Curb Ezchange (Associate)
San Francisco Stock Exchange
.Chicago Board of Trade
14 Wall Street New York 5, N. Y.
COrtlandt 7-4150 Teletype NY 1-928
Private Wires to Principal Offices
San Francisco—Santa Barbara
Monterey=—Oakland——Sacramento
Fresno—Santa Rosa
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‘UN1oN CARBIDE

AND CARBON CORPORATION

1950 Annual Ré;bo_rt Summary*

- CONDENSED INCOME STATEMENT

Total Income. ..o .o v i S i e 5
Income and Excess Profits Taxcs

NetIncome. .. ov.. .o o oo s Al
Net Income per-Share

Dmdcnds

Assels

Total Current Assets
Fixed Assets After Accumulated Depreciation and Amortization

. Investments in Afliliates and Foreign Subsidiaries

Deferred Charges. . ..........ociviviii e, )
Postwar Refund of Excess Profits Ta\ (Canadian Subsulwms)

Patents, Trade-Marks, and Goodwill

Liabilities
Total Current Liabilities
2.70% ‘Promissory Notes
Reserve for Contingencies
Capital Stock—
28,069,719 shares (27,941,144 shares in 1949)

736,625 shares (865,200 shares in 1949) held by the
Corporation as collateral under the Stock Pur-
chase Plan for Employees

28,806,344 shares ;
Less present amount of Agrecments under the
Stock Purchase Plan for Employees. /i ... ..,

‘Farned Surplus

............................................. Gyt

1950
$758,253,539
770,622,957
113,693,689

. 124,111,851

4.30
72,015,860

CONDENSED BALANCE SHEET

$429.478 513

409,068,982
95,071,239
5,556,024

1

2 1949
$J8J 781,441
595,205,738 -
53,644,219
92,210,192
3.20
57,613,658

$335,625,314
373,685,214
30,267,297
4,460,132
975,776

1

$869,174,759

$744,313,664 -

$177,945,582
150,000,000
6,381,098

201,232,021

926,088,927

$111,645,125
150,000,000
6,541,043

196,697,675

30,623,273

227,320,948

25,819,827

997,320,048

30,349,837

201,501,121

196,971,111

333,346,958

279,156,385 -

$744,313,664

$869,174,759

*Copies of the complete 1950 Annual Report of Union Carbide and
Carbon Corporation will be gladly furnished on request. Included
with the report is an illustrated booklet that tells how the Cor-
poration’s products—Alloys, Chemicals, Carbons, Gases, and Plastics
—are used in industry and the home. For copies of the report
and booklet, please write to the Secretary, Union Carbide and
Carbon Corporation, 30 East 42nd Strect, New York 17, N. Y.

Trade-marked Products of Divisions and Subsidiaries include:

BagELITE, KRENE, and VINyLITE Plastics + LinpE Oxygen o Prest-O-Lite Acetylene « Pyrorax Gas
. NationaL Carbons o EvEREADY Flashlights and Batteries « AcuesoN Electrodes « PresTone and Trek Anti-Freezes
ErecrrovET Alloys and Metals » Haynes SteLiire Alloys s SyntaeTic ORGanic CHEMICALS

gitized for FRASER
kp://fraser.stlouisfed.org/
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Truman Seeks Uhified
' Plan on Credit Policies

_In formal statement read at White House to high officials of

Treasury, Federal Reserve and

other agencies, President urges

study of ways and means to restrain private credit exp?{lsio'n
and, at same time, to make it possible to maintain stability in
government bond market.

On Feb. 26, President Harry S.
Truman, who met with high offi-
cials of de-
partments and
agencies of
the govern-
ment con-
cerned with
credit and
money mat-
ters, read a
prepared
memorandum
regarding the
problem of
restraining
credit expan-
sion without
disturbing the
stability
of the mar-
. ket for Federal securities,

: Following is the text of the
President’s memorandum;

Memorandum for:

. The Secretary of the Treasury,
¢ the Chairman of the Board of
¢ Governors of the Federal Reserve
i System, the Director of Defense
i ' Mobilization, the Chairman of
+ Council of Economic Advisers,

I have been much concerned
with the problem of reconciling
two objectives: First, the need to

: maintain stability in the govern-

¢ ment security market and full
confidence in the public credit of
the United States, and second, the
need to restrain private credit ex-
pansion at this time. How to rec-
oncile these two objectives is an
important facet of the complex
problem of controlling inflation
during a defense emergency which
requires the full use of our eco-
nomic resources.

It would be relatively simple to
restrain private credit if that were
our only objective, or to maintain
stability in the government secu-
rity- market if that were our only
objective. But in the current sit-
uation, both objectives must be
achieved within the framework of
a complete and consistent eco-
nomic program.

We must maintain a stable mar-
ket for the very large financing
operations of the government. At
the same time, we must maintain
flexible methods of dealing with
private credit in order to fight
inflation. We must impose re-
straints upon nonessential -pri=
vate lending and investment.- At
the'same time, we must maintain
the, lending and credit facilities
which are necessary to. expand
the!industrial base for a constant
build-up of our total economic
strength.

Instead of fighting inflation by
the traditional method of direct-
ing controls toward reducing-the
over-all level of employment and
productive activity, a defense
emergency - imposes the harder
task of fighting inflation while

: striving to expand both employ-

- ment and production above what
would be regarded as maximum
levels in normal peacetime.

What we do about private cred-
it expansion and about the gov-
ernment securities market is, of

. course, only a part of the prob-
+ 1em that confronts us. A success-
ful program for achieving produc-
tion growth and economic stabil-

President Truman

ity in these critical times must be.

based upon much broader consid-
erations.

We must make a unified, con~
gistent, and comprehensive attack
upon our economic problems all
along the line. Our program must
include, in proper proportion, pro-
duction: expansion policy, man-
power policy, tax policy, credit

policy, debt management and
monetary policy, and a wide range
of direct and indirect controls
over materials, prices and wages.
All of these policies are necessary;
each of them must be used in har-
mony with the rest; none must be
used in ways that nullify -others.

Striving for Unified Program

We have been striving in this
emergency to develop such a uni-
fied program in the public inter-
est. Much progress has already
been made, both on the produc-
tion front and on the anti-infla-
tion front. Many peacetime ac-
tivities of government, including
the activities of lending and fi-
nancing agencies, .have “been
pruned down/ ]

Cutbacks of civilian supplies

and allocations of essential ma-
terials have been successfully
undertaken. Important expansion
programs for basic materials and
productive capacity needed in the
defense effort have been gotten
under way. Price and wage con-
trols have been initiated. Re-
straints on consumer and real es-
tate credit have been applied.
Large tax increases have been en-
acted, and additional tax propos-
als are now pending. In all these
fields - further action is being
planned and will be taken as
needed. - A :
. One outstanding problem which
has thus far not been solved to
our complete satisfaction:'is that
of reconciling the' policies con-
cerning public debt management
and private credit control. In con-
sidering the difficulty of this
problem, ‘we should not be -dis-
couraged because an ideal solu-
tion has not yet been found. The
essence of this problem is to rec-
oncile two important objectives,
neither of which can be sacrificed.
. On the one hand, we must
maintain stability in the govern-
ment security market and confi-
dence in the public credit of the
United States. This is important
at all times. It is imperative now.
We shall have to refinance the
billions of dollars of government
securities which will come due
later this year. We shall have to
borrow billions of.dollars to fi-
nance the defense :effort during
the second half of this calendar
year, first assuming the early en-
actment of large additional taxes,
because of the seasonal nature
of tax receipts which concentrate
collections in the first half of the
year, and because of the inevitable
lag between the imposition of new
taxes and their collection by the
Treasury., Such huge financial
operations can be. carried out suc-
cessfully only if there is full con-
fidence in the public credit of the
United States based upon a stable
securities market. -

On the other hand, we must
curb the expansion. of private
loans, not only by the banking
system but also by -financial -in-
stitutions of all types, which

would add to-inflationary pres- .

sures. This type of  inflationary
pressure must be stopped, to the
greatest extent consistent with the
defense effort and the achieve-
ment of its production goals.

Problem of Stability of

Government Securities
-The maintenance of -stability. in
the government securities market
necessarily- limits substantially
the extent to which changes in
the interest rate can be used in
an attempt to curb private credit
expansion, Because of this fact,
much of the discussion of this
problem has centered around the
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question of which is to be sacri-
ficed—stability in the government
securities market or control of
private credit expansion. I am
firmly convinced that this is an
erroneous statement of the prob-
lem. We need not sacrifice either.

Changing the interest- rate is
only one of several methods to
be considered for curbing credit
expansion. Through careful con-
sideration of a much wider change
of methods,. I-.believe we can
achieve a‘sound reconciliation -in
the national interest between
maintaining . stability . and confi-
dence in pubilc credit operations
and restraining expansion of in-
flationary private credit. ;

We have effective agencies for
considering this problem and ar-
riving at a proper solution.

Over the years, a number of
important steps have ‘been taken
toward developing effective ma-
chinery for consistent and com-
prehensive  national = economic
policies. One of the earliest steps
in this century was the establish-
ment of the Federal Reserve Sys-
tem before World War 1. At that
time, under far simpler conditions
than those now confronting us, the
Federal Reserve System was re-
garded as the main and central
organ for economic stabilization.

After World War II, in a much
more complex economic situation
and a much more complex frame-
work of governmental activities
affecting the economy, the Coun-
cil® of Economic ~Advisers was
established by the Congress under
the Employment -Act of 1946 to
advise the President and help
prepare reports to the Congress
concerning how all major eco-
nomic policies might be combined
to promote our economic strength
and . health. Still more recently,
in the current defense emergency,
the ‘Office of Defense Mobiliza~
tion. has been established to co-
ordinate and direct operations in
the 'mobllizatipn’eff‘ort. In addi-
tion, some of the established de-
partments, such as the Treasury
Department, have always per-
formed economic functions which
go. beyond  specialized. problems
and affect the whole economy.

A Joint Study Proposed

Consequently, I am requesting
the Secretary: of the Treasury,

the .Chairman of the Federal Re-

serve Board, the Director of De-
fense Mobilization, and the Chair-
rhan of the Council of Economic
Advisers to  study ways and
means to provide the necessary
restraint on private credit expan-
sion and at the same time to
make it possible to maintain sta-
bility -in- the market for Govern-
ment securities. While this study
is under way, I hope that no at-
tempt will be made to change the
interest-rate pattern, so that sta-
bility in the Government security
market will be maintained.
Among other things, I ask that
you consider specifically the de-
sirability of measures (1) to
limit private lending-through vol-
untary actions by private groups;
through Government - sponsored
voluntary actions such as was
done in-a narrow field by the
Capital Issues Committee of
World War I, and through direct
Government controls; and’' (2) to
provide the Federal Reserve Sys-
tem with powers to impose addi-
tional reserve requirements on
banks. . ) ;
Under the first heading, I -am
sure that you are aware of the
efforts that are already -under
way by the American Bankers
Association, the Investment Bank-
ers Association, and the Life In-
surance Association. I want you
to consider the desirability of this
or other kinds of private volun-

tary. action-in bringing about re- -

straint on the part of lenders and
borrowers. g

I should like you to consider
also the establishment of a com-
mittee similar to the Capital Is-
sues Committee of World War I,
but operating in a broader area.
The objectives of such a commit-

<

tee would be to prevail upon bor-
rowers to reduce their spending
and to curtail their borrowing,
and to prevail upon lenders to
limit their lending. The activities
of this committee could be cor-
related with those of the defense
agencies under Mr. Wilson with
the objective of curtailing unnec-
essary uses of essential materials.

Furthermore, I should like you
to consider the necessity and
feasibility of using the powers
provided in the Emergency Bank-

ing Act of 1933 to curtail lending.

‘by member banks of the Federal
Reserve System. These powers
are vested in the Secretary of the
Treasury-subject to my approval.
The Secretary could by regulation
delegate the administration of this
program. to the twelve Federal
Reserve Banks, each to act in its
own Federal Reserve District un-
der some flexible procedure. The
program could be extended to in-
stitutions other than member
banks, if desired, by using the
powers provided by the Trading
With the Enemy Act.

Wants Congress to Legislate
on Bank Reserves
Under the second heading, you
will recall the recommendation
I made to the Congress a number
of times in recent years to. pro-

.vide additional .authority for :the

Federal Reserve System to-estab-
lish bank reserve requirements, I
should like you -to consider -the
desirability of making that or an-
other recommendation with the

'same general purpose at the pres-

ent time.

You are -all’ aware of the im-
portance of this problem, and the
need for an early solution. I
should like your study to proceed
as rapidly as possible in order
that ‘I ‘may ' receive your recom-
mendations at a very early date.
I am asking the Director of De-
fense Mobilization to arrange for
calling this group together at mu-
tually convenient times. .

At the same time that we are
working to solve this problem of
maintaining . the. stability of- the
Government securities market
and Trestraining private credit
expansion,. we shall, of _course,
continue vigorously to review
Government " lending and loan
guarantee operations. Since the
middle of last year, we have taken
a series of steps to curtail such
operations and limit them to
amounts needed in this defense
period. I am directing the agen-
cies eoncerned to.report: to me by
March 15 on the nature and ex-
tent of their current lending and
loan guarantee activities, so that
these operations may again be re-
viewed as part of our over-all
anti-inflationary program,

HARRY S. TRUMAN.

Boston Inv. Club
Dinner Meeting

BOSTON, Mass.—The next din-
ner meeting of the Boston Invest-
ment Club will be held on March
7, 1951 at the Boston Yacht Club
at 5:30 p.m.

The speaker will be Mr: William
F. Morten, Vice-President of the
State Street Investment Corp. The
subject will be “Outlook for Oil
Securities.”

With Reinholdt & Gardner
(Special to THe i"INANClM.. CHRONICLE) %
ST. LOUIS, Mo.—Nicholas M.
Lambert has joined the staff of
Reinholdt & Gardner, 400 Locust
Street, members of the New York
and Midwest Stock Exchanges.

oins Stiffel, Nicolaus

(Special to THE FINANCIAL CHRONICLE)
ST. LOUIS, Mo—W. Leslie
Miller is now with Stifel, Nicolaus

& Co., Inc., 314 North Broadway,
mémbers of the Midwest Stock
Exchange.

™y,

Frederic Pakas Joins-
Bache & Co. Office

Bache & Co., members of the
New York Stock Exchange, an-
nounce that
Frederic A.
Pakas is asso-
ciated with
their office in
the Chrysler
Building, New
York City, as
registered
representa-
tive. Mr. Pa-
kas was Te-
cently with
Paine, Wep-
ber, Jackson
& Curtis,
Prior thereto
he conducted
his own in-
vestment business in New York,
was with T. J. Feibleman & Co. in
their New York office and was
with Keane & Co. of Detroit.

$50,000,000 World
Bank Bonds Marketed

Marks First Financing in U. S.
Since January, 1959

‘The Chase National Bank, The
First Boston Corporation, C. J.
Devine & Co., and Salomon Bros.
& Hutzler, as managers of a
group of 32 sponsors, have en-
tered into an agreement with the
International Bank for Recon-
struction and Development under
which they made a public offer-
ing on Feb, 28 of $50,000,000 25-
year, 3% bonds, at par and ac-
crued interest from March .1,
1951. The first Boston Corpora-
tion is handling the subscription
books.

This is the first financing by
the World Bank in the American
market since January, 1950, and
is expected to provide the Bank
with sufficient funds for its lend-
ing program for a period of sev-
eral months. Approximately 420
bapks and securities dealers ,are
being invited to subscribe to the
bonds on selling group terms.
About half of the issue will be
placed with institutions. for the
account of the sponsors. The
sponsors will receive a fee from
the Bank for services and advice
and for the placement of group
sales on which no selling conces-
sion will be paid by the Bank. :

The new bonds, which are ex-
pected to be available for deliv-
ery on or about March 8, are to
have a sinking fund, beginning in
the 12th year, calculated to re-
tire 50% of the issue prior to ma-
turity. The bonds will be re-
deemable at the option of the
Bank on 45 days’ notice at 10215
through March 1, 1956, 102
through March 1, 1961, 101
through March 1, 1966, 10034
through March 1, 1971, and at par
thereafter,

(Rpference to the. financing
previously was made’ in the
“Chronicle” of Feb. 15, on page 5,
wherein appeared names of the
group managers and the sponsor-
ing group.) .

Witk Hooker & Fay

(8pecial {0 THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif—Her-
bert M. Hauser has become asso-
ciated with Hooker & Fay, 315
Montgomery ‘Street, members of
the San Francisco Stock Ex-
change. He was formerly  for

many years with Sutro & Co.

With Coburn Middlebrook

(Special to THE FINANCIAL CHRONICLE)

BOSTON, Mass.—Roy F. Hara-
ford, J. Harlan Pease and John C:*
Wholley have become associated
with Coburn & Middlebrook, Inc.,
75 Federal Street, Mr. Pease and
Mr. Wholley were previously with
R. H. Johnson & Co.

F. A. Pakas

gitized for FRASER
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"HIGHLIGHTS OF THE 39TH ANNUAL REPORT OF THE

Commercial Credit Company

The actlvmes of Commercial Credlt Company are camed COM A Consohdated operatlons and net income from current oper-
onin three main divisions, consisting of Finance Compames, i ations for 1950 were larger than for any prev1ous year in
Insurance Companies and Manufacturing Companies. e \EO Yy the history of the Company.

-

Consohdated Balance Sheet as of December 31, 1950

ASSETS ' LIABILITIES, CAPITAL AND SURPLUS

CURRENT ASSETS: s ' ‘ " GURRENT LIABILITIES: ‘
Cash in banks am?. onhand. . vl © 8 74,873,853.85 Notes Payable—Unsecured Short Term.;3 & = 73432,848,500.00
. Marketable Securities: . Accounts Payable: . ‘
\ = U.S. Government Obligations. ;iii3i:s  $ 55,132,256.69 o s v Credit Balances of Manufacturing and Rird
\ Other Marketable Securities ; TEEEEETIN 8,656,265.53 Selling‘Agenta e pdis i TResd o § 18.611,102.02: |
.. §63,788,512.22 @ ‘ A v 8,787,364.71

) e L ue Customers only when Recelvables ! :
Less Reserves. s :::: Siiiisiiiigisieens 145,607.20  63,642,905.02 _ fre g TR e e

Accounts and Notes Receivable:
. p ,, ” Accrued Income and Excess Profits Taxes; 23,057,185.81
Motor and Other Retail and “F.H. A $438,570,311.00 R icrued Olbis Taii... 2.602,180.84

Motor and Other Wholesale, ..., 127,042,417.51 Customers’ Loss Reserves iiats ; 16,928,122.16

Open Accounts, Notes, Mortgages and . | e

Factoring Receivables ;1o 78,446,399.59 $505,377,693.88

Direct or “Personal Loan’” Receivables , 22,579,165.20 UNEARNED PREMIDMS—

Sundry Accounts and Notes..:::::::0 __ 3,076,686.63 “INSURANCE COMPANIES”, ., ::¢ 30,117,051.83
SEIIIINNNGNNRGRINN w ¢ v :

RESERVES FOR:
$ 26,084,163.10 / . Losses and Loss Expense— :
10,783,236.59 . ] “Insurance Companies”. .. ... .:::55:1 $ 4,069,468.73
Total Reserves. .. ... ii...i33:::500 $ 36,867,399.69 . 632,847,580.54 Fluctuations in Security Values. ::::::::3 886,442.54 Mo -
Other Current Assets: i Canadian Exchange Fluctuations, , ..., :s 587,127.01 5,543,038.28
Trade Accounts and Notes Receivable ;
“Manufacturing Companies” i $ 7,206,515.37 : UNSECURED NOTES:
Premiums Receivable—‘‘Insurance i Notes, 234 % due serially—1953-1957.;::1  $ 41,500,000.00
Companies” i r’”' 309,585.53. Note, 3% due 1963. . ., ... biivei iiisr 50,000,000.00  91,500,000.00
Claims against U.S. and Canadian k2 : PRSI bl ot il
e gh s (1AL ;‘” A SUBORDINATED UNSECURED NOTES:
c‘l‘fﬁga‘ﬁf:: s acurmg i .W 8,764,064.72 16,502,284.81 Motes; 37 dus 1957 Fivises - § 25,000,000.00
Total Current Assets ce33iEisN $787,866,624.22 Notes, 3.95% due 1964, , . 33 5 25,000,000.00} 50,000,000.00

FIXED AND OTHER ASSETS: MINORITY INTEREST
Land, Buildings, and Equipment it IN SUBSIDIARIES ... .:::: 35,898.95

“Manufacturing Companies’” ssanne. § 6,632,444.20, . S d
Company Cars—used by Representatlves ‘ 1,278,648.14 CAPITAL STOCK AND SURPLUS:
Cash Surrender Value Life Insurance. ,;1y .3 109,759.67 Common Stock—$10 par value:
Repossessions—at depreciated values, .51y 261,993.60 8,282,845.51 © * Authorized—3,000,000 shares .
g o e SAMCATRRR BTG ey Tssued and Outstanding—2,278,812 full
DEFERRED CHARGES: o w8 shares and 161 shares of fractlonal scrip - $ 22,789,730.00
Prepaid Interest and Discount :%.ys15153  $ 1,868,390.29 Capital Surplus. ..., ..cvvivrniivesnnis 38,042,919.93
Prepaid Insurance and Expenses. ,1::::31 843,762.56 - 2,712,152.85 Earned Surplus, ,ss33::5555::85331835:31 53.455,389.71. . 116,288,039.64

$798,861,622.58 $798,861,622.58
¥

A Fevwisyjr"'Facts, as of Decemher_ 31,1950 and 1949

CONSOLIDATED O-PERATIO‘iS v 1950 1949 NET INCOME 1950 1949
Gross Finance Receivables Acquired . ::::33.11: $2,346,583,865  $1,971,773,386 Finance Companies. ... .::vsss358333585505503500 . $10,925,044 - $9,157,253
Gross Insurance Premiums, Prior to Remsurance 42,739,802 50,735,007 Insurance Companies. . . ; ; 5,397,361 5,486,049
Net Sales of Manufacturing Companies. :;: ;311 84,992,183 76,106,064 Manufacturing Companies. . . ;35 : 5 ’ 3,531.106 3127415
Gross Income. ..... v inle i e e et 33000 106,138,880 93,303,381 i $19,850,511 317,770,717
Net Income from Current Operations, before « i
Taxes on INCOMS o ..vv''evisoinaneiisisite 41,022,804 80,805,719 : $8.64 $9.16
United States and Canadian Income Taxes.:1.y 19,869,293 13,035,003 Net Income per share on present capitalization .Of
United States Federal Excess: Profits*Tax.s. .11 1,300,000 G 2 2,278,973 shares of Common:Stock outstandmx—
Federal Taxes on Income—per share* .. 411111 9.28 7.07 no allowance for dividends on- Preferred: Stock ..

Salaries, Wages;: Commissions, BIEEITTT RN 43,059,111 89,894,856 -

*On shares ouutandm[ at end of uch year:

- CoMMERCIAL CREDIT COMPANY-AND SUBSIDIARIES — BALTIMORE2; MARYLAND
More than 300 Offices in Principal Cities of the United States and Canada -

W
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Prospectus upon request from
your investment dealer, or from

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

]

NATION-WIDE

SECURITIES COMPANY, INC.

i Prospectus from your
i
investment dealer or

' CALVIN BULLOCK
Established 1894
One Wall Street New York

' — — ... The: study: illustrates that' stock"
 Mutual Funds ] |

RETAIL TRADE OUTLOOK dur-
ing the balance of 1951 .is.“rea-
sonably favorable”.and “it appears
likely that total retail volume in
the current year will be at least
as high as the record level of 1959
and probably higher,” according
to an analysis by Calvin Bullock
in its monthly “Perspective.” Dol-
lar sales of all retail stores in 1950
are estimated to have established

a new-high of approximately $139 -

billion. The previous peak was
$130 billion in 1948, with a slight
decline in 1949 to $128 billion.

Taxes are certain to be higher,
but not enough to reduce dispos-
able personal income, which is—
the primary determinant of total
retail sales.

“It is even more likely that

By ROBERT R. RICH

par value, in times of good busi-
ness, their increaséd earnings and
.improved. interest ‘coverage have
tended in the past to bring a rise
in prices, Today some of these
bonds are still available at dis-
counts of from 15% to 20% under
par.

Further information on this sit-
uation, Keystone’s four bond
funds, measurement of their activ-
ity, performance record and Key-
stone’s Formula Plan methods are
available from Keystone Com-
pany . of Boston, 50 /Congress
Street, Boston 9, Mass.

ELECTION OF Herbert R. An-
derson as President of Group Se-.
curities, ~Inc. was announced
Tuesday following a meeting of

there will be an important change .. .. ..
in the character of total retail vol- |

ume, ‘with nondurable or ‘soft’

goods absorbing a considerably
larger proportion of the total,” | |

the review states.” “This develop-

ment would be in line with the’

pattern which evolved during the
war years, when nondurable goods
sales increased from 73.3% of the
total in 1940 to 84.6% in 1944.”
The economic climate  of the
nation during the rearmament ef-
fort “should prove  relatively

healthy for most types of retailers

Write for complete, impartial
information about any pub-
licly offered Mutual Funds,
Qur service covers all types
of, Investment Company
shares to ‘meet- the - special
needs or both institutional
and private investors. Ad-
dress the Manager, ‘Mutual
Funds Department.” "2 ¢

KIDDER, PEABODY & CO.
: Founded 1865 ¢
Members New York Stock and
Curb Exchanges

1

Uptown Office 10 E. 45th St., N.Y. 17

MUrray Hill 2-7190
Ke;y.; tone
Custodian

1 s

Funcls

Ce‘rﬁﬁcates of Pnﬂicipat;on in
INVESTMENT FUNDS'
| investing their capital
bOLIN
' BONDS
| *(Series B1-B2-B3-B4) -

PREFERRED STOCKS
" (Series K1-K2)

COMMON STOCKS
! (Series S1-52-83-84)

]
i
H
]

Prospectus may be ab!ainedfr;m ’

Tlxe Keystone‘Comp:my” “
of Boston

50 COngress Street

Boston 9, Massacllusetts

pitized for FRASER

o

—perhaps particularly so in:the
case of department stores,” the
analysis observed, for ‘“as goods
become ‘more difficult to obtain
the pressure of competition must
begin to ease somewhat and the
seller' moves into 4 more domi-
nant position in respect to the
buyer. Goods begin to sell more
frequently for cash, and charge
and installment accounts decline.”
Copies of this “Perspective” are
available without obligation from
Calvin Bulloek, 1. Wall Street,
New York: City 5. g -

FIGURES INDICATING increas-
ing aceeptance of mutual funds by

are normally purchasers of large
blocks of securities have just been
released by Eaton & Howard, In-
corporated, Managers. of Eaton &
Howard Balanced Fund and Eaton
& Howard Stock Fund.

In 1950 approximately 24% of
the sales of Eaton & Howard Bal-
anced Fund and 18% of sales of
Eaton & Howard Stock Fund.rep-
resented purchases in excess.of
$25,000 each—averaging $44,794.
Total assets of these two Funds on
Feb. 15, 1951 -were $76,343,000
compared with $56,308,000 a year
ago, § ’

THE WAR ECONOMY favors-dis-.

count bonds, according to Key-
stone’s latest discussion. Stating
that we know that production for
defense means continued high
levels of business activity and also
-that the cost of defense will mean
higher levels of taxation (the cor-
porate tax rate has climbed from
38% to 42% to 47% in the last two
years, with an  estimated -55%
talked of for 1951), the report de-
.rduc_es that one- broad type of se-
curity-discount. .bonds, . stands to
benefit from these  trends for
three reasons: : % o

(1) Bond interest is a prior
charge—before taxes. As cor-
porate taxes are. not  computed
until after bond interest has been
deducted from earnings, increased
corporate tax rates, which might
rgd}lce‘ preferred and common
dividends, will not affect bond in-
come,

(2) Because discount bonds tend
.to pay interest at relatively gen-
erous rates, they have become in-
creasingly popular for investment
when the aim is to offset the de-
glme in purchasing power result-
ing from higher living costs and
higher personal taxes.

(3) Selling at discounts from

the directors.

prices were-rising-in some years
while living costs were going
down while-in other -periods’ the
reverse was true. .

Over the entire half century,
however, the two have moved
fairly closely from a selected
equal index of 100% in 1900 to
approximately .equality of around
300% in 1947-48, with stock prices
climbing. since then. The chart
index shows that stock price av-
erages have remained almost con-
tinuously far above comparable
living cost averages since the mid-
dle 1930s, with only two_ slight
stock price dips below the living
cost line in the 1940s. :

WARTIME AND POSTWAR price
fluctuations and the effectiveness
of government controls are dis-
cussed in the February “Letter” of
Broad Street Sales Corp.

The charts. and figures shown
indicate that the movement of
prices during both World Wars I
and II was quite similar—and that
prices responded quite similarly
to the separate steps taken to re-
strict increases. For instance,
while the general price freeze
such as that issued on Jan. 26,
1951 by the Office of Economic
Stabilization slowed down  the
pace of the upward spiral as —

"to ‘be

the’ price indexes.». . .. A substan-"..
tial degree of restraint-was main-
tained on prices during the
greater part of the actual fighting
in World War II, even though
farm prices were allowed to rise
much more than other prices.
After our experience of World
War II, it may be that the gdvern-
ment will move more rapidly
toward adequate controls than it
did at that time. But ... th¢ gov=
ernment may find it more ;diffi-
cult to devise and enforce controls -

in the partial mobilization, now '

contemplated than in an all-out
war.” ‘ o

§

A SHARE FOR YOU has proved °
one of Commonwealth’s
most- effective -brochures.: The
sales copy develops, with accom-
panying - illustrations, the . basie
idea of a mutual fund. A 10-year
investment record, the advantages
of compounding earnings and
portfolio analysis are included
topics in:this colorful pamphlet.
Write North American Securities,
92500 Russ Building, San Francis-
co 4, Calif. i

“MAYBE  YOU'LL LAUGH at
me, but I was worried because I

Continued ,on page 35

during World War II, prices con-. ;

tinuéd to rise until farm prices
weré put under rigid controls.

The study includes a small table

- showing the.level of prices after

Kenneth 'S. Gaston Herbert R. Anderson

Executive Vice-
President since 1938, Mr. Ander-
son succeeds Kenneth S. Gaston
who was elected (Chairman of the
board. Both haye been leading
executives of the company since
its organization in 1933, and both
hold similar offices with the com-
pany’s national sponsor and in-
vestment manager, Distributors
Group, Inc, !

Mr. Gaston was with Allied
General’ Corporation when it
merged with Distributors Group
in 1933. ¥t was 'also during this
year that Mr. Anderson joined
Distributors Group. :

“Kenneth Gaston was with John
Nickerson, Inc., prior to his asso-
ciation with Allied General, where
he served as general sales man-
ager, a director jand member of
the executive committee. " Until
1922, he was assistant to the New
York National Bank of Com-
merce’s economist and editor of its
economic publication, “Commerce
Monthly.” ;

_Herbert Anderson, prior to join-
ing Distributors Group, was with
Founders Group and earlier, with
Lamont Corliss & Co.

Long prominent in industry ac-
tivities in the mutual fund -field,
Mr. Anderson is a member of the
Investment Company Committee
of the Investment Bankers Asso-
ciation and of the National Asso-
ciation .of Securities Dealers, Inc.
He js also a member of the Exec-
utive Committee -of The National.
Assbciation - of - Investment -Com--
panies,

Group Securities, one of the
oldest and largest mutual'invest-

ment companies’ in the United

‘States, has assets in excess of $75,-
000,000.” I : .
STOCK PRICES in general have
moved up and down with the na-
tion’s living costs over the first
50 years of the 20th Century, ac-
cording ‘to a study-chart - pub-
lished here for |shareholders of
Investors Stock Fund, Inc., mutual
fund affiliate of Investors Diver-
sified Services, Inc.

" Charting both stock prices and .

living cost variations on an equal
index basis between 1900 . and
1950, the “Stock Fund Investor”
illustrates that by and large each
has moved as the other has dur-
ing the 50 years as a whole.

various. war periods in the his-
tory of the United States. The
tablé and charts indicate that the
present base period. (Dec. 19, 1950
and Jan. 25, 1951) means ceilings
on manufactured goods and serv=-
ices at close to the highest prices
ever reached. In' discussing 'the
probable further steps to control
prices and their effectiveness, the
publication comments:

“The government, then, is pro-.

moting stabilization - with flex-
ibility, rather than a rigid ‘hold
the line’ set of regulations. As a

result, there will undoubtedly be

a continued upward movement in

Ce;'ling P;ice on Rum
Only 63 Cents a Gallon
—In1776,That Is

. Edward Hale,, our Boston
Fund man, sends us.a few
words occasionally, Recently
he ferreted out an AP dispatch
which discloses that on Dec. 31,
1776, a wage and price ceiling
law was adopted by the Gen-
eral Assembly of the State of
Rhode Island and -Providence
Plantations. In Ed’s words,
“Apparently the colonials were
stirred ‘up about. profiteering
because'the old law denounced
“‘thé unboundéd avarice of
many persons,” and said war
porfiteering ‘disheartens and
disaffects the soldiers who
have nobly entered into serv-
ice’ and whose pay ‘is not. suf-
ficient to subsist them’.”

- Here is' a’ schedule of some
of the ceilings on wages and
prices in 1776: ;

) Ceiling Wage or

e g e oy Price in 1776 1
Milk—per gal
Rum—per gal
‘Tobacco—per 1b

urkeys—per 1b
Carpenters—per day_. 70c
‘Tailors—per day------ 42¢.

‘Mr. Hale also told us that the
forthcoming Boeston Fund An-
nual: Report will reveal the
biggest year in its history. As-
sets of the Fund jumped by
$15,397,369 to reach a total of
$63,799,068. Shares outstanding
gre at 2,763,628 and shareheld-
ers number 16,029. In the past
year, investment . diversifica-
tion among industries increased
from 14 to 20, and the number
of individual companies in the
portfolio increased from 65
to 84.

" Established 1894 as Investors Syndicate
Minneapolis, Minnesota

INVESTORS
SELECTIVE FUND

. Dividend Noﬁce

The Board of Directors of Investors
Selective Fund has. declared a quar-
terly dividend of nine cents per share
payable on March 21, 1951 to share-
holders on record as of February :28,
t. 1951, 2 .
H. K. BRADFORD, President

——
Principal Underwriter and
Investment Manager ;
INVESTORS DIVERSIFIED SERVICES

THE LOW
PRICED -
STOCK FUND.

GROUP SECURITIES, INC.

A PROSPECTUS ON REQUEST
from your investment dealer ;
Distributors Group,lncorporatéd
63 Wall Street, New York 5, N Y.,

OMMONWEALTH
Investment Company
| Purcrase] (€0

COMMONWIALTH
1l INVESTMINT

PROGRAM | N

A Flexible Plan for
Systematic Investment

Prospectus and details from
investment dealers or

North American Securities Co.
2500 Russ Bldg., San Francisco 4
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Joseph Bond Joins -
-Joseph McManus Co.

Wm. J. Mericka & Co. Inc. an-
nounces that
the New York
Stock Ex-

- change firm of
Joseph Mec-
Manus & Co,,
39 onadway,
New York

. City, will act

+'as the New

¥ @ rkcorre-

'"spondent of
the Mericka

 firm, with a
direct private
wire between
New York and

Joseph Bond Cleveland, un-

der the super- - -
v151on of Joseph Bond. Mr. Bond .

had heen-with Wm. J. Mericka’s

New York office, on the Cleveland *

wire for eight years.

Guslomers Brokers
To Hold Meeling;

l}ommlﬂees f&muhééd -

~The Assocxatwn of | Customers' :

Brokerswill hold its regular quar~

terly “meeting-‘on March. 21" at’

-~ Schwartz’s: Restaurant, ‘54 Broad
Street, New. York Clty,

Committee. - heads ‘for" 1950-51
have been announced as follows

Education Committee: Marshall
Dunn, Wood, Struthers & Co.

Membershlp Committee: Alfred
Elsesser, Kidder, Peabody & Co.

Insurance Committee: Robert
vDavxdson Fahnestock & Co.

Entertainment Committee: T,

Alvah Cowen, Peter P, McDermott .. .

& Co.

“Penzion Committee: Kenneth
Ward, Delafield & Delafield. -

. Grievance Committee: Donald C.;

Blanke, Eastman, Dillon & Co.
- Legal & Research Committee:

Rlchard M. Ross, Dean Witter.

& Co,

National Chapters Commxttee'
Jack Huhn, Bache & Co.

Public Relations Committee:

Thomas B. Meek, Francis. I. du,

pont & Co.

Professional Ethics in Business:
Joseph Doctor, Laidlaw. & Co.

Activating Committee: William

Specht, Hay, Fales & Co.

Several of the committee chair-
men have announced composition
of their committees and will wel-
come the cooperation of any other
members. -who . wish to. serve, In
addition to the chairmen, the fol-
lowmg have been appomted f

~ Entertainment: Albert F. Frank,
Ladenburg, Thalmann & Co.; John
J. Tuffy, Stokes, Hoyt & Co Ed-
ward A. chkman Abbott, Proetor
& Paine.

Membership: Edward Wickman,
Abbott, Proctor & Paine; Alfred
Vogel, Abraham & Co.; Jack Huhn,
Bache & Co.; Albert GI‘OSS Bear,

Stearns & Co Richard M. Ross,.

Dean  Witter & ~Co.; Kénneth
Ward, Delafield & De]afleld Paul
Katz, Dreyfus & Co.; Greg Law-
rence, F, 1. duPont&Co.; Nicholas
Novak Drysdale & Co.; Archie
Rhmehart Eastman, Dlllon & Co.;
William Cogswell Fahnestock &
Co.; Henry- Offerman, Goodbody
& Co Evelyn Brandt ValVerde,
Gruntal & Co.; William Specht,
Hay, Fales & Co.; N. Leonard Jar-
vis, Hayden, Stone & Co.; Maurice
Glmert Hirsch & Co.; Mary Nev-
ille, E. F, Hutton/ & Co Joseph
Doctor Laidlaw & Co.;; Walten

Ferguson, C. d, Lawrence & Co.;- :

T. Alvah Cowen, Peter P. McDer-
mott & Co.; Gerald Grosbeck,
Merrill Lynch, Pierce, Fenner &
Beane; Ralph Powers, Montgom~
ery,. Scott & Co; Phﬂhp Lynch,,

L. F. Rothschild & Co.; John Mac-

‘Lean, Shearson, .Hammill & ‘Co.;

Marshall Dunn, Wood, Struthers &

:Co.; John Tilney, Wood, Walker

& Co.
‘Education:
Baker, Weeks & Harden; Joseph
C. Cabble, Abraham & Co.; Nich-
olag E. Crane, Dean Witter &.Co.;
Daniel F, Davison, Hayden, Stone
& Co.; N. Leonard Jarvis, Hayden,
Stone & Co.; Gregory M. Law-
rence, Franc1s I. duPont & Co.;

Anthony Smith, G. H. Walker &

Co.; Edward. S. Wllson, Reynolds
& Co.

Jnsurance: .Joseph Alberti, Wa1-1
‘bonds’will -be .used to repay- $60,-

ston, Hoffman' & . Goodwin; -John
Tilney, Wood, Walker & Co.; H. G.
Brown, Baker, Weeks & Harden.

Pierre R. Bretey,"
-associates on Feb. 28 offered $60,-

. . The Commercial and Financial Chronicle

Halsey, Stuart Group
Offers Consol. Ed. Bds.

Halsey, Stuart & Co. Inc. and

000,000 Consolidated Edison ‘Co.
of New York, Inc. first and re-
funding mortgage bonds, 3%
series F, due Feb, 1, 1981. The
bonds are priced at 101. 994% and
accrued . interest, and . were won
by the group at competitive sale
on Feb. 27 at -a b1d of 101.-
459991%

Proceeds - from the sale.of the

000,000 of ‘short term bank notes
and. the'balance will. be added to

CURRENT - ASSETS:

Land’

Buildings and- equipment
Machinery and equipment, .-
Office furniture and fixtures

" Total current assets....

o R l..‘....,sa.se4.sqs

CASH SURRENDER VALUE OFIJFE INSURANCE
(face amount of policies — $300,000)

UNEXPIRED INSURANCE PREMIUMS, ETC

Less— Reserve for depreciation

Patterns, tools, dies, etc.— at fixed amount.

- BRIGGS & STRATTON CORPORATION

IPTRRAAUE WM WWE R SIS S K W IR TR Y (s

the’ company’s general corporate

‘funds. The unsecured notes to be

discharged were issued in con-
nection with the interim financ-
ing of the company’s construction
program.

The company is engaged in a
construction program which, it is

‘estimated, will involve expend-

itures of approxlmately $305,000,-
000, on the basis of present price
levels and conditions, for ‘the
years 1951 through 1955. It is
further estimated, that on account
of this program, the company will

‘be required to finance through the

sale of securities, the type of

‘of which has not been ‘determined,

or otherwise, approximately; $100,-

.000,000.

(929) 21

The bonds will be redeemable
at prices ranging from 105% to
par.. Special redemption prices
run from 102% to par.

Consolidated Edison . Co. of
New York, Inc. supplies electric
service in the Boroughs of Man-
hattan, The Bronx, Brooklyn and
Queens, all in the City of New
York, and in parts of Westchester
County; gas service in the Bor-
oughs of Manhattan and The
Bronx, in parts of the Borough. of
Queens and Westchester County;
Staten Island Company supplies |
electricity:
Richmond, and the Steam Cor-
poration supplies steam service in :
parts of the Borough of Manhat-
- tan.

BALANCE SHEET—DECEMBER 31 1950

ASSETS

$ 2,367, 027

Marketable securities, at cost '
(quoted market price $48,610) ? s
7 4'Receivables, -less reserve: of $10, 000 ..... el e
Inventories, priced at/lower of cost ™ ;
(firstein-, first-out) of market. .o, v iv oty vs iurns et

G4
1439733

'l
159,987

Cesee

41,339

EER R

PLANT AND EQUIPMENT-—at cost:

$ 150,216

43|8609
. 186,880 -

$5,937,424
.. 2,460,860 3,476,564
$3,626,780

.~ 50,000 3,676,780

PATENTS, TRADE-MARKS, ETC,— at nominal amount. . .. it

iy

$12,762,955

5,066,671 -

"CURRENT LIABILITIES:
Accounts, payable: =
“Aceried - liabilities -,
Frovnsncn for i income taxes-——- co
.Federal .
Wisconsin ..

Less— Umted States Treasury notes,
tax serles, at”cost including mteres(

Total eurrent " liabilities. ;.7 .. ... 000 bt s perr e $ 2,788,079

CAPITAL STOCK AND SURPLUS:
Capital stock—
Authonzed 750,000 shares

“without par velue

Issued, 599,992 shares, at stated value.,

Earned surplus —

Balance December 31, 1949..$ 8,701,641

Add—Net profit forthe year
(per accompanying
Wi summary)

Deduct—Cash dnvxdends paid
($2.75 per share)

LIABILITIES

2,677,442
$11,379,083

634317

ceeds § 1874442
ot 761,617

veeiii$2,189,188
L 303392

$2,492560°

2,140560 . 352,020

..$ 300,000

9,744,766

Total. capital’ stock and surplus before

deducting treasury stock. .

- Less — Treasury stock,”5,694 shares. at cost. .

SUMMARY OF PROFIT =~
FOR THE YEAR ENDED DECEMBER 31, 1950

PRESIDENT’S REPORT TO STOCKHOLDERS
The financial' condition of the Corporation at December 31, 1950

.$10,044,766

69890 9,974,876

$12,762,955

in - the- Borough ' of :

GROSS SALES, less returns, allowances and discounts $27,039,735

COST OF SALES, SELLING, AND GENERAL AND
ADMINISTRATIVE EXPENSES 20,965,518

Profit from operations $ 6074217
PAYMENT TO EMPLOYEES ARISING FROM
SUPPLEMENTARY - AGREEMENT 94
Less — Other income (net).. 128,167 981,775

Profit before provision for income taxes (after
deducting provision_of $216,001 for depreciation)..$ 5,092,442

PROVISION FOR INCOME TAXES: *
Federal —
Normal and surtax.
Excess profits tax

$2,070,000
60,000

$2,130,000

Wisconsin Civiesiesnsesens. 285000, 2,415,000

Net profit carried to earned surplus $ 2,677,442

and the results of its operations for the year ended that date are set "~
forth in the accompanying statements. These financial statements have
been examined by Arthur Andersen & Co., and their certificate is

iincluded as a part of this report. -

Net profit for the year 1950 was $2,677,442 or $4.50 per share, as
compared- with 1949 earnings of $2,967,952 or $4.99 per share, based
on the 594,298 shares outstandmg The decrease in net profit of
$290,510 reflects a. decrease .in profit before income taxes of $65,510
and an. increase .in . provision for income ‘taxes of $225,000. Cach
dividends of $2.75 .per share based on the number of shares now
outstanding, .or a total of §1,634,317, were paid during 1950.

During the year we expended on‘expansion and new equipmert

- approximately $1,295,000; and $6056,000 was paid into the employeo

retirement- trust fund, 5378 000 of whlch was applicable to past servicy
rehrement credits,

" The year I950 ended with a large back-log of orders in both

divisions.

We exceedingly regret to report that our very able director, Walter

Kasten, died October 18, 1950." He served as director since 1919.

Respectfully submitted,

C. L. COUGHLIN.
President

AUDITORS’ ‘CERTIFICATE

We have examined the balance sheet of BRIGGS & STRATTON CORPORATION (a Del corporati

) as of D ber 31. 1950,

and the related summary of profit for the Laar then ended. Our- examination was made in accordance with generally accepted audit-

ing standards, and accordlngly included- sucl
sary in the cucumstances
In our opini the acc

tests of the accounting fecords and such other auditing procedures as we consldered neces-

balance sheet. and summary of profit present fairly the financial position of Briggs & Stration

Corporation as of 'December 31, 1950 and the results of its operations for the year then ended, and were prepared in conformity with
generally accepted: accounting pnncuples applied on. a basis consistent with that of the preceding year.

Milwaukee, Wisconsin
January 29 1951

BRIGGS & STRATTON CORPORATION

ARTHUR ANDERSEN & CO,

- Milwaukee 1, Wisconsin, U. S. A.

World’s Largest Builders of Single Cylinder 4-Cycle Air-Cooled Gusolme Engines and Automolwe Locks and Swuches o

¢

Newburger, Loeb & Co.; Milton
Leeds, Pershing & Co.; Wllham
Clift, Reynoids & Co.; G Warner,

N

gitized for FRASER
p:/lfraser.stlouisfed.org/
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THE BOND CLUB OF SYRACUSE, N. Y.

At the annual dinner meeting of the Bond Club of Syracuse,
held at the Bellevue Country Club on Feb, 20, 1951, the following
officers were elected for the coming year: '

Norman C. Schmidt

The Board of Governors: for:
the following members: Harry

Francis Q. Coulter

Norman C. Schmidt, c/o Clarence Goodelle
Warren R, Wallace ooeeaneon
Francis Coulter, Syracuse Trust Company.
Charles T. Heaton, W. N. Pope, Inc,

The Commercial and Financial Chronicle . . . Thursday, March 1, 1951

Pennsyl’vénia Brevities

Philadelphia to Be New Steel
Center

Actual construction work on
two new plants for the production
of steel in the Philadelphia met-
ropolitan area has started. The
Fairless Works of the United
States Steel Corp., to be located at
Morrisville, ‘11 miles north of
Philadelphia, will cost an esti-
mated $400,000,000 and will have
an annual -capacity of 1,800,000
tons. The Paulsboro, N. J., plant
of National Steel to be erected
across the Delaware River south
of Philadelphia, will cost $200,-
000,000 and produce 1,000,000 .tons
of steel annually. . Both projects

“.. have received Certificates of Ne-

- Some units are-expected to be in -

Charles T, Heaton

President
S el o TS Vice-President
Treasurer
Secretary

the current year is composed of
C. Copeland, Reynolds & Co.;

Delwin H. Gidley, Geo. D. B. Bonbright & Co.; Alvin J. Grabau,
Grabau-Buchman; John P. Miles, Blair F. Claybaugh & Co.;
Everett W. Snyder, E, W. Snyder & Co.

SECURITY TRADERS ASSOCIATION OF NEW YORK
The Security Traders Association of New York (STANY)
Bowling League standings as of Feb. 23 are as follows:

Team—

Donadio (Capt.) Demaye, O'Connor, Whiting, Workmeister 7 2
Greenberg (Capt.), Sullivan, Stein, Wechsler, Siegel 5
Bean (Capt.), Kaiser, Growney, Gronick, Rappa

Burian (Capt.), Manson, King, Voccoli, G. Montanyne..._-
Mewing (Capt.), Klein, Flanagan, Manney, Ghegan

Leone (Capt.), Krasowich, Nieman, Pollack, Gavin 5
Goodman (Capt.), Casper, Valentine, M. Meyer, H. Frankel 4
Krisam (Cept.), Bradley, Montanyne, Weissman, Gannon_. 4
Serlen (Capt.), Gersten, Gold, Krumholz, Young 4
Hunter (Capt.), Lytle, Reid, Kruge, Swenson

Kumm (Capt.), Weseman, Tisch, Strauss, Jacobs

H. Meyer (Capt.), Smith, Farrell, A. Frankel, LaPato

Won Lost

e
SO NSRS PR SUNCUATA

On Tuesday evening, Feb. 20, 1951, the New York Bowlers
traveled to Philadelphia and engaged them in a team match.
Twelve games ‘were bowled and New York won nine of them.
The total pins were; New York, 8,660; Philadelphia, 8,303.

The high game went to Ricky Goodman (Shields & Co.) with
a score of 229 and the high series of 548. Dick Heward of Phila-
delphia had high game of 189. The high Philadelphia series was

Bill Doerr with 489,

Winners Announced in
Bow-Jones Forecast

PHILADELPHIA, Pa.— Ticker

prices in the last hour of trading
on the New York Stock Exchange
Feb. 21 held more than the usual
amount of interest for the 300-odd
prognosticators who had under-
taken to name the exact closing a
full year in advance. The occasion
was Stroud & Co.’s annual recep-
tion- preceding the. Investment
Traders Association dinner.
- When the final Dow-Jones In-
dustrial Average closing of 252.23
was posted, it was apparent that
B. W. Pizzini, B. W. Pizzini & Co.,
New York, had forecast himself
into $100 first price with a shrewd
estimate of 252.25. Runners-up
were Gus Schlosser, Union Secu-
rities Co., New York, 252.00; W.
G. Carrington, Jr., New York,
253.00, and John McGarvey, Mar-
tin & Co., Philadelphia, 251.35.

In the second-guess department

- —estimates dated Feb. 1, 1951—

top honors were divided between
R. D. Wood, Jr., Wright, Wood &
Co., Philadelphia, and E. C. Loeb-
mann, Asiel & Co., New York,
both of whom had forecast a close
252.25.

With H. H. Butterfield

(8Special to THe FINANCIAL CHRONICLE)
JACKSON, Mich.—Michael S.
Denachuck/ is with H. H. Butter-
field & Co., Jackson City Bank &
Trust Co. Building.

jitized for FRASER
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Inv. Ass’n of N.Y. Lists
Commitiee Members

The Investment Association of
New York has appointed the fol-
lowing committees:

Membership: Renwick E, Case,
Discount Corp. of N. Y. Chair-
man; Joseph A. Lee, Reynolds &
Co.; Donal McDonnell, McDonnell
& Co.; Frank Streeter, Tucker
Anthony & Co.; Paul Sipp, First
of Michigan Corp.; Sidney Duffy,
Blyth & Co., Inc,

Publications and Publicity: T.
Alexander Benn, Merrill Lynch,
Pierce, Fenner & Beane, Chair-
man,; Douglas Williams, Goodbody
& Co.; Edmund C. Lynch, Jr.,
Merrill Lynch, Pierce, Fenner &
Beane,

Program: Ralph Hornblower, Jr.,
Hornblower & Weeks, Chairman;
W. Michael Giblin, Jr., American
Securities Corp.; Lorrin C. Mawd-
sley, D'Assern & Co.

Education: Edward D. Toland,
Jr., Shields & Co., Chairman; Clif-
ford E. Grey, Spencer Trask &
Co.; Joseph A. Lettman, Merrill
Lynch, Pierce, Fenner & Beane.

Entertainment: John C. Hagan,
White, Weld & Co., ‘Chairman;
Roscoe B. Ayers, Jr. Hemphill,
Noyes, Graham, Parsons & Co.;

Wilburn W, Buran, Jr., Harriman
Ripley & Co., Inc.; J. Malcolm
de Sieyes, Hemphill, Noyes, Gra-
ham, Parsons & Co.; John A. Van
Raalte, Goldman Sachs & Co.

cessity from the National Security
Resources ‘Board*and-will get top
priority in. men -and materials.

production by the end of the year.
Last. month .Colorado .Fuel &
Iron Co. announced its purchase
of the facilities of Worth Steel Co.
at Claymont, Del.; and-its inten-
tion of enlarging and expanding
existing productive capacity.

Jones & Laughlin, ' Republic"

Steel and Youngstown Sheet &
Tube Co. are .expected to.reveal
plans for. the.construction of new
plants in the area.

Of related ‘significance ‘is - the
discovery and purchase hy Beth-
lehem Steel Corp. of a new -and
rich deposit of iron ore at Mor-
gantown, Penna., about 15 miles
from Reading. -Construction of a
steel plant in the Philadelphia
area by Bethlehem is regarded as
far more than a possibility.

Several factors have combined
to bring about the projected mig-
ration of the steel producing in-
dustry to this section. The Basing
Point price system was eliminated
in 1948, thus forcing eastern sea-
board users of steel {o pay costly
and ever-increasing freight rates.
By locating near Philadelphia,
steel plants will be able to use
iron ore shipped direct from Lab-
rador and Venezuela by cargo
vessel. Transportation facilities of
the area are entirely adequate.
Besides the three major railroads
serving the district, ‘Philadelphia
is linked with the Middle West
by the Pennsylvania Turnpike
and with New England via the
New Jersey Turnpike and New
York Parkway systems. Not only
will the new plants enable the re-
spective producers to compete
more effectively for business rep-
resented by industries already lo-
cated on the eastern seaboard, but
it is inevitable that hundreds of
new “satellite” industries will be
attracted to locations near the new
sources of steel.

A forecast of what the new in-
dustrial development may mean to
some of the publicly-owned com-
panies operating within the area
is set forth in a brochure pub-
lished 'by Gerstley, Sunstein &

Co., membhers New York  Stock.
Exchange, 121 South Broad Street,.

Phila. From the foreword:

“We envisage new construction
which should eventually Tun well
beyond one billion dollars. The
effects of the construction alone
will be a great stimulant to all
forms of economic activity in the
area. New housing will be needed
to accommodate ‘the thousands of
additional workers  who will ke
drawn to this area by the high
wages paid by the steel industry.
High on the list of those to benefit
will be retailers of foods and
goods, owners of real estate and
places cf amusement. The pe-
troleum industry should be a
prime participant especially from
the sale of gasoline and oil for
automobiles and trucks as well as
fuel for home and industrial heat-
ing, Utilities will benefit particu-
larly from the increase in domes-
tic load which is likely to become
permanent.”

Under the headings, Steel, Gen-
eral Industry, Petroleum, Power,
Transportation, Construction and
Retail Trade, the analysis lists
brief statistical data on 33 com-
panies and discusses in greater re-
tail a specific selection in each of
the seven classifications.

% # %

Pittsburgh Fares Raised
PITTSBURGH—AnN increase in
trolley and bus fares, estimated to
increase annual revenues by- $2,-
376,000, became effective on-lines
of the Pittsburgh Railways Co. on
Feb. 18. Basic cash fares of 15
cents on trolleys and 20 cents on
buses are unchanged, but trolley
tokens were raised from 12 to
133 cents ‘and - bus . tokens:from
15 to 17% cents. Sl
# B %

Still Struggling Feebly ! .
PHILADELPHIA —- When, on

Feb. 6, the Pennsylvania Public.

Utility Commission permitted
Philadelphia Transportation Co.
to make cffective fare increases
previously filed with the Commis-
sion, ' attorneys Joseph Sharfsin
and H. Jerome Jaspan, represent-
ing the Citizens Committee Against
the Fare Rise, collectively gnashed
their well-known bicuspids in an
effort to induce the State Superior
Court to halt proceedings on the
grounds that the new fares were
“unjust and unreasonable.” The
state couri sidestepped the issue
on the basis of “no jurisdiction”
and a subsequent appeal to Fed-
eral Judge James P. McGranery
resulted in an order for.the PTC
to issue reparafion receipts until
the PUC could rule on the com-
plaint.

Hearings before the PUC will
be concluded on March 2 and it
is universally expected that the
new schedules will remain effec-
tive.

® % ok

Scranton Transit Seeks Increase

SCRANTON — Frank Gilday,
President of Scranton Transit Co.,
has announced that an increase in
trolley and bus fares from 10
cents to 12 cents will be sought,
effective March 18. If granted, it
will be the second increase in 29

years.
£ k%

Tank Hulls Ordered

It is reported that Baldwin-
Lima-Hamilton Corp., Eddystone,
Pa., has received orders for an un-
disclosed number of tank hulls
valued at $60,000,000, since last
August. The August order made
Baldwin the first major manufac-
turer in the Philadelphia area to
receive such an active assignment
in the war mobilization plan.

% %

New Store for Strawbridge

Dwight G. Perkins, President of
Strawbridge & Clothier, Philadel-
phia, has announced that a new
branch store will be built and
.opened in Wilmington, Dela,,
early next year, The store will be
429, larger than the company’s
branch. . in..Ardmore . and 70%
larger than that in Jenkintown.
It will be the largest of all stores
in the Wilmington shopping cen-
ter being built on the Governor
Printz Highway. Construction will
be of limestone and granite. There
will be three selling floors and
an auditorium that will be avail-
able for community and civic af-
fairs and women’s clubs. Parking
space for 3,000 cars will be pro-
vided, Facilities will include
lounge, cafeteria and medical
service for approximately 500 em-
ployees. ! ¥

w oo %
Attention, Baldies!

United Research Laboratories,
1627 N. 10th Street, Philadelphia,
has come up with a new hormone

product for growing hair on bald

i production.of rare minerals,

heads, -according - to Albert - Rob-
erts, President. It is report_ed that
some 20,000 new hairs, an inch or
more in length, were grown on
the heads of two experimental
patients in five weeks’ time.
Skin-topped Philadelphia brok-
ers, queued up in front of the
firm’s offices last week, were in-
formed that the product was not
yet ready for public distribution
and that stock in the company was
all held in the family.
% % *

Foote Mineral Splits Stock

PHILADELPHIA —Foote Min= !
eral Co. has'déclared a 300% stock’;
dividend and a cash dividend of ,
90 cents per share on the present '
stock, both payable March 5. This -

will bring the outstanding shares

to 232,000 and make for a-broader

and more readily stabilized -mar-

ket . ' RS
‘Company -has expanded rapidly.- |

orés; netals: and: compotnds-used:” -
in a, wide diversity: of:- industry.
Lithium -products-.as- a- substitute
for-lead ‘and nickel are regarded
as affording prospects for.great*
expansion in the electronics field.:
Lithium greases are insoluble and

operative without deterioration

through a wide range of tempera=-

tures, thus obviating the need for

many special lubricants. Company

has leased, with an option to buy,

the largest source of lithium ores

in the Western Hemisphere at

Kings Mountain, N. C,

It is expected that the company
will undertake to raise $500,000 to
$700,000 of new capital for expan-
sion purposes this spring through
the sale of additional common
stock via rights to holders.

PR I

Pittsburgh Consolidation Coal

PITTSBURGH—At the annual
meeting to be held April 18, stock-
holders of Pittsburgh Consolida-
tion Coal Co. will be asked to ap=- .
prove increase of company’s capi-
talization from 2,320,000 shares of
common stock, par $1, to 3,000,000
shares. Purpose of the increase
was not disclosed.

% % %

Philco’s “Conservation” Model

Philco Corp. has displayed a
“conservation” model TV receiver-
which it expects to put into pro-
duction the latter part of April.

The new set is said to eliminate
completely the use of cobalt; re-
duce the use of aluminum by
68%; copper, 26%; nickel, 15%;
silicon steel, 58%, and ferrite by
51%. :

William Balderston, Philco Pres-
ident, states that the over-all per-
formance of the new model is
superior to existing sets. Leslie J.
Woods, Vice-President of research
and engineering, states that use of
substitute materials has not ma-
terially reduced the cost of pro-
duction but-that a saving of abou#
309% in weight is indicated.

#* £ ® i

Electric Storage Battery Co.

PHILADELPHIA—A new plas=
tic plate separator for use in the
manufacture of' storage batteries
has been developed by Electrie
Storage Battery Co. The new
product, called Pormax, is a poly=
vinyl chloride synthetic. It is
claimed to be more porous, more
acid-resistant and less susceptible
to oxidization than the cedar or
fir wood plates now generally
used.

C. E. Abbett Joins
Harris, Upham & Co.

(Special.to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif.— Cecil
E. Abbett has joined Harris, Up-
ham & Co., 523 West Sixth Street.
He formerly conducted his own

- investment business in Los An=-

geles under the name of C. E.
Abbett & Co. and prior thereto
was an officer of Slayton & Co,
Inc. ‘
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INVESTMENT TRADERS ASSOCIATION
OF PHILADELPHIA |

ANNUAL MID-WINTER ) ¢
DINNER

First Second
Vice-President Vice-President
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At Benjamin Franklin Hotel
FEBRUARY 21, 1951

President

Treasurer Secretary.

A. H. Fenstermacher

M. M. Freeman
& Co., Inc,

J. B. McFarland, 111
H. M. Byllesby

William J. McCulien
Hendricks & East-

Bernard H. Tobias

Gerstley, Sunstein

& Co., Inc.

Joseph E. Smith
Newburger & Co.

Charles J. Brennan
Blyth & Co., Inc.

Edw. J. Jennings, Jr.
Boenning & Co.

N. H. Parkes, Jr,

Bioren & Co.
(Ex Officio)
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BOARD OF GOVERNORS

Joseph R. Dorsey

Merrill Lynch, Pierce,
Fenner & Beane

Edgar A. Christian
Janney & Co.

Edmund ‘J. Davis
Rambo, Close &

erner, Inc.

Joseph J. Cummings
Brooke & Co.

R. Victor Mosley

Stroud & Company,
Inc,

R. Conover Miller
E. W. & R. C. Miller
& Co.

James J. McAtee
Butcher & Sherrerd

Floyd E. Justice

Kidder, Peabody
& Co.

Gordon W. Pfau S. K. Phillips, Jr.

Stroud & Company, . ‘Samuel K. Phillips
Incorporated & Co.

William Z. Suplee John F. Weller

Suplee, Yeatman & Herbert H. Blizzard
Company, Inc. & Co.

Wallace H. Runyan
Hemphill, Noyes,
Graham.CParsnns
: 0.

John M. Hudson
Thayer, Baker & Co.

George J. Muller
Janney & Co.

Joseph A, Zeller

Bankers Securities
orp.
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BUTCHER & SHERRERD

ESTABLISHED 1910

Underwriters, Distributors, Dealers in

CORPORATE AND MUNICIPAL SECURITIES

MEMBERS
New York Stock Exchange Philadelphia-Baltimore Stock Exchange
New York Curb Exchange (Associate)

1500 WALNUT STREET °* PHILADELPHIA 2, PA.

Philadelphia Telephone
Pennypacker 5-2700

New York Telephone
Barclay 7-4641

Teletype
PH-4

E. W. CLARK & CO.

ESTABLISHED 1837

MEMBERS
PHILADELPHIA-BALTIMORE STOCK EXCHANGE
NEW YORK STOCK EXCHANGE
NEW YORK CURB EXCHANGE (ASSOC.)

LOCUST AT 16th STREET
PHILADELPHIA
Telephones:

Philadelphia KIngsley 5-4000
New York WHitehall 3-4000

Germantown - Lancaster -

UNDERWRITERS AND DEALERS
Industrial, Public Utility, Railroad and Real Estate Securities -
_—————— ;

ACTIVE TRADING POSITIONS MAINTAINED

——ais

Established 1865

BIOREN & Co.

Members New York and Philadelphia-Baltimore Stock Exchanges
Associate Member New York Curb Exchange

1508 Walnut Street, Philadelphia 2, Pa.
PEnnypacker 5-9400

New York Telephone: DIgby 4-5632 Teletype: PH 574

Dorpuin & co.

Fidelity-Philadelphia Trust Building
PHILADELPHIA 9

‘Underwriters of

Pennsylvania and New Jersey

Municipal and Revenue

Bonds

Telephones
Phila.: PEnnypacker 5-4646 Bell System Teletype
New York: HAnover 2-9369 PH 299

The Commercial and Financial Chronicle , .

MILLER & CO.

123 S. BROAD STREET
PHILADELPHIA 9, PA,

For up-to-the-minute
investment information read out

"Daily Comment”

We invite you to come into our
ground floor offices each day to
pick up a copy, or place your
name on our mailing list.
PEnnypacker 5-5977

Walston Hoffman & Goodwin
° Cowstinent (feowritied
1420 Walnut Street, Philadelphia

Members: New York Stock Exchange ¢ New York Curb Exchange ¢ Los
. Angeles Stock Exch ¢ San Francisco Stock Exch o Chicago Board

of Trade ® New York Cotton Exchange ¢ New York Produce Exchange
Commodity Exchange, Inc, e Philadelphia-Baltimore Stock Exchange
| (¢]

MEMBERS OF
PHILADELPHIA-BALTIMORE
STOCK EXCHANGE

Dealers
Brokers and Underwriters

Railroad, Public Utility and
Industrial Securities

PEnnypacker 5-1570 Teletype PH 84

Direct Telephone to Asiel & Co,, New York

Direct Wire to
Harry Sheely & Co., Baltimore

. Thursday, March 1, 1951

» Active Markets Maintained «

MINERAL

STOCK HENRY B. WARNER

BENJAMIN A. BROOKS
FREDERICK V. DEVOLL

BOUGHT—SOLD—QUOTED

HENRY B. WARNER & CO., INC.

MEMBER PHILADELPHIA-BALTIMORE STOCK EXCHANGE

123 South Broad Street, Philadelphia 9, Pa.

Philadelphia Telephone Bell System Teletype
PEnnypacker 5-2857 PH 771

New York City Telephone: BOwling Green 9-4818
Direct Private Wire to Ames, Emerich & Co., Chicago, Ill.

SCHMIDT, POOLE & CO.
123 S0, BROAD STREET
PHILADELPHIA

Phila. Phone—KIngsley 5-0850
N.Y.Phone HAnover 2-4554
Bell System Teletype PH 538

]
—_———eeeeeeeeeeeee—————————
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TRADING DEPARTMENT PERSONNEL

R. VICTOR MOSLEY, VICE PRESIDENT

R. VICTOR MOSLEY

FRANK J. LAIRD } EQUIPMENT TRUST CERTIFICATES

FRANK J. LAIRD
ALLEN B. FOARD, JR.
THoMAS C. PATTISON

RAILROAD BONDS AND GUARANTEED
AND LEASED R. R. STOCKS

BONDS & STOCKS

JAMES G. MUNDY INDUSTRIAL

RuUssELL M. ERGOOD, JR.
MICHAEL J. RUDOLPH
GorponN W. Prau

THoMAs W. McCCONKEY

MUNICIPAL BONDS

THoMAS F. O'ROURKE }Pua]_lc UTILITY

SALES ORDER DEPARTMENT
STATISTICAL DEPARTMENT
FI1ELD REPRESENTATIVE

JOHN R. HUNT
EpWARD F. HIRSCH
FELIX E. MAGUIRE

STROUD & COMPANY

PHILADELPHIA 9

ALLENTOWN SCRANTON LANCASTER

NEW YORK PITTSBURGH
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ITA Holds Annual Mid-Winte: Dinner

Bill McCullen, Hendricks & Eastwood, Inc.; Al Fenstermacher, M. M. Freeman & Co., Inc.; C. T. Pattison, Stroud & Company, Incorporated; F. M. Roberts, Hendricks & Eastwood, Inc.;
Joseph Smith, Newburger & Co.; Wallace Runyan, Hemphill, Noyes, Graham, Parsons & Co. ' Hal Murphy, Commercial & Financial Chronicle, New York City

Walter Bradley, B. W. Pizzini & Co., Inc.,, New York City; Russ Ergood, Stroud & Company, Incorporated; Edward T. George Harrison, Laird, Bissell & Meeds, Philadelphia; Lou Gibbs,
Vic Mosley, Stroud & Company, Incorporated, presenting McCormick, Securities & Exchange Commission (April Laird, Bissell & Meeds, New York City; George Wyckoff,
award for Second Crystal Ball Derby. (B. Winthrop 1st, President of New York Curb Exchange) Laird, Bissell & Meeds, Philadelphia
Pizzini, B. W. Pizzini & Co., Inc.,, New York City,
winner of the Derby, was unable to attend)

ted, Philadelphia; Bill Hess, Woodcock, Forrest Duble, Parrish & Co.; Bob Harned, Warren W. York & Co., Inc., Allentown, Pa.;
* I'?:sl:trz C’D:?S;i,cfl.latlk &)ﬁ{;ﬁ?yﬂggcrfohn.pﬁ?{z,ml&coép?:r:.;c Jim hld:F:rl;al:d: H. M. Byiluby and Geo. E. Snyiier, Jr.,, Geo. E. Snyder &’Ca., President of the P:l:ilad’elphia-BaJtu,nore'
Company, Incorporated, Philadelphia; E. Coit Williamson, Schmidt, Poole & Co. Stock Exchange; Tom J. Love, Geo. E. Snyder & Co.

i , Philli ") d Fischer, H. N. Nash & Co.; John Butler, John Sullivan, F. L. Putnam & Co., Inc.,, Boston; Harry L. Arnold, du Pont, Homsey & Company,
g:;z zeg,f_],h;‘,ff_':’ﬁ:?"\fﬂ,’ﬁ é’,l:;,lfu;fhf g&eefri). l-;:cu;-;r& Townsend, Crnulfcr & Bodine; New York City; James B. Maguire, J. B. Maguire & Co., Inc., Boston;
John White, De Haven & Townsend, Crouter & Bodine Bill Burke, May & Gannon, Inc,, Boston
gitized for FRASER
p:/ffraser.stlouisfed.o
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Investment Securities
LOCAL — LISTED — UNLISTED

H. A. RIECKE & CO., Inc.
1528 WALNUT STREET
PHILADELPHIA 2, PA.

Direct Private Wire to

TROSTER, SINGER & €0, NEW YORK

The Commercial and Financial Chronicle , . . Thursday, March 1, 1651

- INQUIRIES INVITED

UNDERWRITERS, DEALERS and BROKERS

Pennsylvania Municipal Bonds
Public Utility—Railioad—lndustrial
BONDS and STOCKS

Specializing in
Issues Free of the Pennsylvania
Personal Property Tax

YARNALL & Co.

Members of
New York Stock Exchange
Philadelphia-Baltimore Stock Exchange
New York Curb Exchange (Assoc.)

1528 WALNUT ST., PHILADELPHIA 2, PA.
Bell System Teletype - PH 22

New York Telephone ‘WOrth 4-4818

A Straight Line Is the Shortest
Distance Between Markets!

In 1950 our Philadelphia Trading Department had over 3,000
transactions with 444 out-of-town dealers located in 98 cities and
37 states (exclusive of New York City). In so doing, we believe
we have, in many instances, shortened the distance—and spread——
between buyer and seller and have lent emphasis to our conviction
that Philadelphia is a good place to do business.

We maintain continuous trading positions in more than 75 care-
fully selected stocks (list on request) all of which, in our opinion,
are suitable for some type of retail distribution.

Dealer Inquiries Invited

H. M. BYLLESBY ano COMPANY, INC.

1500 Chestnut Street
Philadelphia 2

Minneapolis

Chicago - New York - Pittsburgh -

PRIMARY MARKETS IN PHILADELPHIA

Harold Scattergood
Freddie Underwood
John Ruckdeschel

Ed Jennings

BOENNING & CO.

New" York Telephone
COrtlandt 7-1202

Phila. Telephone PE 5-8200
Teletype PH 30

Call JANNEY for—
Bank and Insurance Stocks

active
trading
markets

Pennsylvania Tax Free
Industrials ' Rails Utilities
Common and Preferred Shares

City-County-State-Authority Issues  Guaranteed Rails

New York Tele:phone
WOrth 4-2140 .

Bell Teletype System
PH 80

JANNEY & CoO.

1529 Walnut Street, Philadelphia 2
Rlttenhouse 6-7700

Since 1907 —Underwriters, Distributors, Dealers, Brokers

Trading Markets
in

Corporation
Bonds

Unlisted

Preferred
and

Common

Stocks

State and
Municipal
Bonds

Kidder, Peabody & Co

FOUNDED 1865
Members
New York and Boston Stock Exchanges
New York Curb Exchange
Fidelity-Philadelphia Trust Bldg.
Chicago

New York Boston

WELLINGTON

«Q» FUND
S Mistisal Investinent Fund

INCORPORATED 1928

Prospectus upon Request

W. L. Morgan & Co.
National Distributors

PHILADELPHIA 2
Teletype PH 743

1420 WALNUT STREET
PEnnypacker 5-8354

Established 1896

PENINGTON, COLKET & Co0.

Members
New York Stock Exchange New York Curb Exchange
. Philadelphia-Baltimore Stock Exchange

COMPLETE TRADING FACILITIES
Incoming deliveries accepted in
New York City or Philadelphia

RETAIL DISTRIBUTION

123 South Broad Street, Philadelphia 9, Pa.
PEnnypacker 5-7700 3 Teletype—PH 180

New York Office Reading Office
%70 Pine Street 568 Plandome Road 18 N, bth Street
HAnover 2-0310 Phone Manhasset 7-0161 Phone Reading 7321

PRIVATE TELEPHONES BETWEEN OFFICES

Manhasset Office

Public Utility—Railroad—Industrial
SECURITIES

New Jersey and General Market Municipal Bonds * Electronic
and Television Securities * Guaranteed and Leased
Line Stocks * Equipment Trust Obligations
Bank and Insurance Stocks
Mutual Funds Shares

Charles A. T_agnqgrth& Co., Inc.

Philadelnk
& P

ore Stock Exchange
Investment Securities
1500 Walnut St., Philadelphia 2, Pa.

Philadelphia Phone Teletype New York Phone
Kingsley 5-1716 PH 677 DIgby 8-3000

Dime Building, Allentown, Pa.

We Maintain Active Trading
Markets in

Bearings Co. Amer.
A. B. Farquhar
American Pulley
Riverside Metal
Leland Electric

Brooke Iron

Penna. Southern Gas

Famise Corp.

—k—

HERBERT
H. BLIZZARD
& CO., INc.

1421 CHESTNUT STREET
LOcust 7-6619

gitized for FRASER
b://fraser.stlouisfed.org/
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At the Behiamin Franklin

Hans Widenmann, Carl M. Loeb, Rhoades & Co.; C. Sewall Clark, E. W. Clark & Co.; James J. Jim Sebold, Neergard, Miller & Co., New York City; Pete Molloy, Neergard, Miller & Co., New York
Mickley, Corn Exchange National Bank & Trust Co.; John Flynn, E. W. Clark & Co. City; Frederick Devoll, Jr., Henry B, Warner & Co., Inc.; Paul Hicks, Henry B. Warner & Co., Inc.

Mike Heaney, Michael J. Heaney & Co., New York Robert M. Holdsworth, Hornblower & Weeks; John M. Lamb, Penington, Colket & Co.; Joe McNamee, James Fitz-Gerald, W. L. Canady & Co., Inc., New
City; J. Wilmer Butler, Baker, Watts & Co., Baltimore Hopper, Soliday & Co.; Ray Allen, H. A. Riecke & Co. York City; C. J. Hartley, Bankers Trust
Company of New York

Charles Lagenhegen, Lehman Brothers, New York City; Wm. J. Mericka, Wm, J. Mericka & Co., Inc.,

Ed. Caughlin, Edward J. Caughlin & Co.; R. Conover Miller, E, W. & R. C. Miller & Co.;
Cleveland; Frank Mulligan, Joseph McManus & Co., New York City; Newt Parkes, Bioren & Co.

David E. Ahearn, B. J. Van Ingen & Co., Inc., New York City;
Walt Carroll, Dawkins, Waters & Co., Inc.

i[ §
A .. .. A

!

l Brant Henderson, Asiel & Co., New York City; Larry Griffiths, DeHaven & Townsend, Crouter & George Thayer, Merrill Lynch, Pierce, Fenner & Beane; Frank R. Verian, Merrill Lynch, Pierce,

| Bodine; Harold N. Nash, H. N. Nash & Co.; Donald MacLeod, Geyer & Co., Inc., Fenner & Beane, New York; Burt Whitcomb, Harriman Ripley & Co., Incorporated, Boston;

‘ * New York City; Forrest Duble, Parrish & Co. ; - Henry Fanz, “Philadelphia Inquirer”

gitized for FRASER
p://fraser.stlouisfed.org/
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HOPPER, SOLIDAY
& Co.

Established 1872

®

Members
Philadelphia-Baltimore
Stock Exchange

4

1420 Walnut Street
Philadelphia 2, Penna.

Telephone — PEnnypacker 5-4075
Teletype — PH 593

S

Established 1912

BROOKE & CO.

formerly Brooke, Stokes & Co.

T

Investment Bankers

WHOLESALE & RETAIL
DISTRIBUTORS

A
O

<
N. E. Cor. 15th & Locust Sts.
Philadelphia 2, Pa.

300 N. Charles St.
Baltimore 1, Md.

R

S A
[AAA~AAASAS A~~~ A

GerStley, Sunstein & Co.

Established 1925
o

Members

The Commercial and Financial Chronicle . . . Thursday, March 1, 1951

Special Situations in

OVER - THE - COUNTER
SECURITIES

Kindly Show Us
Your Block Offerings for
Retail Distribution

J. LEWIS ARMSTRONG
& C0.

MEMBERS
PHILADELPHIA-BALTIMORE
STOCK EXCHANGE

——

Brokers and Dealers in
Listed and Unlisted
Securities

ks @

—e

Eowaro J. CAugHLIN & Co.
FINANCE BLDG.
PHILADELPHIA 2, PA.

Tele. PH 788 Tel, RIttenhouse 6-4494
b

Girard Trust Company Building
PHILADELPHIA 2
Telephone LOcust 7-0880

DeHAVEN & TOWNSEND, CROUTER & BODINE

Members
New York and Philadelphia-Baltimore Stock Ezchanges and
New York Curb Exchange

1500 CHESTNUT STREET, PHILADELPHIA 2

Philadelphia Phone New York Phone
LOcust 4-2900 Digby 4-0200
Bell System Teletype—PH 518

New York Wilkes Barre, Pa. Stamford, Conn.
30 BROAD STREET Deposit & Savings Bank Bldg. 59 PROSPECT STREET
DIgby 4-0200 3-4131 4-2148

 HECKER & CO.

Members New York Stock Exchange
Members Philadelphia-Baltimore Stock Ezchange

Distributors and Dealers in Railroad,
Public Utility, Industrial and Foreign
Securities and Bank & Insurance Stocks

Liberty Trust Bldg., Philadelphia 7, Pa.
Telephone LOcust 4-3500 Teletype PH-767
New York Telephone Dighy 4-6792

- Quaker City Cold Storage
4s of 1973
Voting Trust Common

Gen. E. Sugder & Cn.

Members Philadelph_ia-Baltimore Stock Exchange
Stock Exchange Building, Philadelphia 2, Pa.

Telephone Rittenhouse 6-0308 Teletype PH 220
New York City Phone HAnover 2-4552

Philadelphi Itimore Stock
New York Stock Exchange
New York Curb Exchange (Assoc.)

121 S. BROAD STREET
PHILADELPHIA

Telephones:
Philadelphia Klngsley 6-0534

New York WHitehall 4-2300
-

VVVVVVVVVVVY

Leo D. Tyrrell

1 Assn. of Securities Dealers

-

Municipals

Refrigerated Warehouse
Securities
Camden Refrigerating
and Terminals Co.

.

123 South Broad Street
Philadelphia 9, Pa.
Telephones: Klngsley 5-5493 5-8088

BANKERS SECURITIES
- CORPORATION

* 1315 Walnut Street, Philadelphia 7

RAmMBO, CLOSE & KERNER

Incorporated

1518 LOCUST ST., PHILADELPHIA 2, PA,

New York Telephone
REctor 2-2820

Teletype
PH 63

Phila. Telephone
PEnnypacker 5-2800

Corporate and Municipal Securities

JOSEPH R. CARSON

Manager of
Municipal Bond Department

EDMUND J. DAVIS
Vice President in Charge of
Corporate Department

HENDRICKS & EASTWOOD

1421 Chestnut Street, Philadelphia 2, Pa.
Teletype PH 262

Telephone Rittenhouse 6-1332

Mgr. Trading Department—William J, McCullen

Direct Private Phone to New York City

yVv Vv e\

HARRISON & CO.

Established 1907
Members
Phila.-Balto. Stock Exchange
®

123 $0. BROAD STREET
PHILADELPHIA 9
Phila. Phone- New York Phone

KIngsley 5-0900 HAnover 2-4553
Teletype PH 559

ized for FRASER

p.//fraser.stlouisfed.org/

Bank & Insurance Stocks
Over-The-Gounter Securities
Stale, Municipal & Public Revenue Bonds

Philadelphia Trading Department, GEORGE R. HARRISON, Manager
Municipal Department—GEO. H. WYCKOFF

LAIRD, BisSELL & MEEDS

MEMBERS NEW YORK STOCK EXCHANGE
LINCOLN-LIBERTY BLDG., PHILADELPHIA 7, PA,
Telephone LOcust 7-6226 Trading Number LOcust 7-6189
DIRECT WIRE CONNECTIONS TO

Schirmer, Atherton & Co. Tifft Brothers
Boston, Mass. Hartford, Conn.
Tifft Brothers Crowell, Weedon & Co.
Springfield, Mass, Los Angeles, Cal.

DU PONT BUILDING 95 ELM STREET 120 BROADWAY
WILMINGTON, DEL. NEW HAVEN, CONN. NEW YORK 5, N. Y.

SAMUEL K. PHILLIPS & CO. |-

/ ESTABLISHED 1904
Members Phild&éibhia-\hllimore Stock Exchange

LISTED AND UNLISTED SECURITIES

1601 Pennsylvania Building, Philadelphia 2, Pa.

Philadelphia New York

Bell System Teletype ;
LOcust 4-2600 COrtlandt 7-6814

PH 375

Underwriters and Distributors

MUNICIPAL BONDS
REVENUE AND AUTHORITY BONDS

AspDEN, RosinsoN & Co.

Members Philadelphia-Baltimore Stock Exchange
1421 CHESTNUT STREET, PHILADELPHIA 2

New York Phone Teletype Philadelphia Phone
COrtlandt 7-6814 “PH 313 Rlttenhouse 6-8189
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Wednesday, February 2l1st, 1951

Russ Schuler, First Boston Corp.; Walt Fixter, J. W. Sparks & Co.; William G. Kurtz, Jr., Fidelity-
Philadelphia Trust Company; Walter Schumann, Dolphin & Co.;
Nevin Mann, Halsey, Stuart & Co., Inc.

Charles A. Taggart, Dave Geldman, and Dave Shulman, all of
Charles A. Taggart & Co., Inc.

Floyd Justice, Kidder, Peabody & Co., Philadelphia; Lud Strader, Strader, Taylor & Co., Inc.,
Lynchburg, Va.; Frank Cunningham, Kidder, Peabody & Co., New York

Joe Cummings, Brooke & Co.; Don Homsey, du Pont, Homsey & Company, Boston; Joe Morley,
E. W. & R, C. Miller & Co.

gitized for FRASER
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Joseph Blumberg, Goldman, Sachs & Co., New York City; Donald V. McAlpin, Goldman, Sachs & Co.,

New York City; Joe Corby, Allen & Company, New York City; Harry Michels,
Allen & Company, New York City

Willie Schmidt, Laird, Bissell & Meeds, New York City;
Gec. B. Rebmann, Laird, Bissell & Meeds, Philadelphia

Milton Lewis, Ira Haupt & Co., New York City; Walter Schmidt, Schmidt, Poole & Co.;
Bill Riley, Drexel & Co.

Thomas B. Krug, Bioren & Co.; Howard Eble, Wm. J. Mericka & Co., Inc,, Cleveland; Al Warner,
Swain & Company, Inc., Philadelphia
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Heavily Attended By Members and Guests

Geo. Kilner, Brown, Lisle & Marshall, Providence, R. 1.; Horace Wells, Shelby Cullom Davis & Co., Bob Krulisch, R. C. Roberts & Co., New York City; Dick Roberts, R. C. Roberts & Co., New York City;

New York City; Dick Barn A. M. Kidder & Co., New York City; James B. Magnire, James 1. Brennan, J. G. White & Company, Inc., New York City; Harvey S. Renton, Jr.,
Maguire & Co., Inc., Boston J. G. White & Company, Inc., New York City

Samuel K. Phillips, Jr., Samuel K. Phillips & Co.; Henry Oetjen, ~John Mayer, Merrill Lynch, Pierce, Fenner & Beane, New York City; Charles L. Wallingford, and Al Willis, both of
McGinnis & Company, New York City Neil de Young, de Young-Tornga Co., Grand Rapids, Mich.; H. M. Byllesby and Company, Incorporated
F. H. Marvin, Marvin & Co., Philadelphia; William C.
Roberts, Jr., C. T. Williams & Company, Inc., Baltimore

Fred Underwood, Boenning & Co.; George J. Muller, Janney & Co.; lLes Brown, Janney & Co.;
Forrest H. Duble, Parrish & Co.

& . K

George E. Snyder, Jr., Geo. E. Snyder & Co.; Bud Schaufler, Moncure Biddle & Co.; J. Lewis Armstrong, J. Lewis Armstrong & Co.; Miss Vera Swope; Lewis E. Stone, H. Hentz & Co,
Walter J. Connolly, Jr., Walter J. Connolly. & Co., Inc., Boston . New York City; Bill Schreiner, F, J. Morrissey & Co.

itized for FRASER
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Armeo Stockholders
Receive Rights;
Offering Underwritten

Armco Steel Corp., one of the
patlon’s' leading steel producers,
is offering to common stockhold-
ers of record Feb. 26 a total of
819,737 additional shares of com-
mon . stock at $41 per share, on
the basis of ane new share for
each- five shares held. Subscrip-
tion warrants will expire March
14, 1951 at 3 p.m. (EST).

i The - offering, - involving gross
Proceeds of approximately $33,-
609,000, has been underwritten by
a countrywide = group headed
Jointly by Smith, Barney & Co.
and W. E. Hutton & Co.; which

has agreed to . purchase from °
purchased .

Armco any 'shares not
by warrant holders.

: Net proceeds from the.issue of i
the - additional _shares:will  be. - }
added by Armco- to..its® general . .
funds which will be -applied - to, !
among other -purposes,” financ¢ing ™

additions - and improvements; to

investments in the development ' .

of iron ore and coal reserves; and
~ to-- the provision of additional
working capital. On Dec. 31, 1950,
gddltions and improvements cost-
ing an estimated $95,800,000 had
been authorized, some already
under way, including estimated
expenditures of $44,500,000 at the
corporation’s Middletown, Ohio,
plant for a 76-oven coke plant, a
1,400-ton blast furnace, and im-
provement and enlargement of
the_ hot strip mill and processing
facilities; and $36,000,000 at the
Ashland, Ky. plant for a complete
hot strip mill operation, a revers-
ing cold sheet mill, and two con-
tinuous zinc coating units.

Upon completion of the financ-
ing the corporation will have out-
standing $64,290,000 sinking fund
debentures; = 124,901 shares of

4% % preferred stock, with a par,

value of $100 a share; and $4,920,-
115 shares of common stock.
Net. sales iof Armco in 1950
were $439,296,931 and net income
. Was $47,000,505.

First Boston Group
Sells Aluminium Stock

A public offering, representing
a secondary distribution, = was
made on Feb. 27 of 333,000 shares
of capital stock (no par value)’
of Aluminium Ltd. It was quickly
oversubscribed and ~ the books
closed. The First Boston Corp.
managed the underwriting group

comprising 162 investment bank- .

ing firms. Of the 333,000 shares,
208,000 shares were offered in
this country at $91 per share, and
125,000 shares were offered in
Canada by a group of investment
banking  firms headed by A. E.
Ames & Co. Ltd.

Aluminium Ltd. is solely a
holding company which owns or
controls 42 operating and service
concerns incorporated in 18 coun-
tries. The nucleus of this enter-
prise is the wholly-owned subsid-
iary, Aluminum Company of Can-
ada, Ltd., which has ingot smelt-
ing capecity greater than that of
any other aluminum company.
During recent years, the subsid-
fary’s proved and probable re-
serves have been doubled through
acquisition of Jamaican bauxite
deposits.

Consolidated ret sales of Alu-
minium Ltd. and its subsidiaries
for the nine months. ended Sept.
30, 1950, totaled $162,221,000 and
consolidated net income for the
same period amourted to $26,074,-
000, equal to $7.01 per share on
the 3,722,050 outstanding shares
of capital stock, For the calendar
year 1949, consolidated net sales
totaled $199,406,000 and net in-
come $27,006,000, or $7.25 per
share of capital stock. Dividends
paid on the capital stock in 1950
aggregated $3.45 per share as
against $2.60 per share in 1949,
and are now paid in U, S, funds.

Russian Gold

By PAUL EINZIG

Commenting on reappearance of Russian stamped gold in

market, Dr. Einzig holds there need be no scare that its volume

will affect price of metal. Says, though Russia’s gold may be

advantageous in holding-down gold premiums, it may increase

Russia’s war potential through acquisition of strategic mate-
rials with it. ' ‘

LONDON, Eng.—Any transactions in gold are bound to appeal
to the imagination. Any financial transactions relating to :the
Soviet Union are shrouded in mystery. It is only natural, there-

by the amounts involved. In 1937 the ap-

- pearance of Russian gold in the world markets.
- was one of the major causes ‘of the *gold
scare.” - The possibility of a vast expansion of.
gold output in Soviet Russia and the flooding

. of the markets with newly mined Russian gold

was freely envisaged by speculators, hoarders -

and investors during that period. The scare did-
not last, but the memory of it has survived the
‘great upheaval that has been experienced in
“the meantime. € u A

Once more in 1951 there is a great deal of
{alk about Russian gold. During recent -weeks
fairly substantial numbers of bars marked with
hammer and sickle were noticed in various:
markets. Quite possibly these bars were pro-
duced and exported before the war. and came
out recently from prewar hoards, not neces-
sarily owned by Russian interests. On the other hand, it.seems at
least equally possible that they represent newly produced Russian
gold, exported’ for the purpose of paying for the import surplus
of the U, S. S. R. or other Communist countries. Before the war
Russian gold production was claimed to be second only to South
Africa’s output. Even though there was no means of checking the
figures published, it was a reasonable assumption that the Russian
authorities had made a successful effort to exploit the rich deposits
in Siberia and elsewhere, the existence of which deposits and their
potentialities was no secret from Western gold experts.

During the war Russia neglected her gold production, even
more than other belligerent countries did. Manpower and equip-
ment was needed for the production of war material and essential
goods, and gold production had a low priority in all countries en-
gaged in the war. Russia had, moreover, an additional reason for
not wasting her manpower and machinery on gold production
during 1941-1945, Her imports consisted almost entirely of goods
delivered by the United States and Great Britain. under Lend-
Lease. The limit to these deliveries, for which no payment was
demanded, was set by the capacity of Allied conyoys in the north
and that of the means of transport facilities throuigh Persia in the
south. Had Russia been able to spend large amounts on other im-
ports the total quantity of goods reaching her could not have been
increased. There was therefore no point in producing gold for the
purpose of spending it abroad. :

After the war Russian gold production was revived, and even
though no reliable estimates are available it seems reasonable to
suppose that the output is considerable. Gold exports must account
for a very large part of the Russian spending on strategic raw
materials, for the amount involved in these purchases seems to
be well in excess of the figure that could be accounted for on the
basis of known Russian goods exports. There must also be by no
means inconsiderable expenditure on subversive activities in the
West and in the East, representing a substantial invisible import
item for Russia. The export of newly produced gold conceivably
provides the financial resources used for meeting such require-

‘ments. It is not surprising, therefore, that gold bars with Soviet
marking have appeared on the markets. Nor is it inconceivable
that more gold without such marking has been unloaded.

Inasmuch as Russian gold exports finance the Russian pur-
chases of strategic raw materials they affect the interests of the
Western Democracies in two ways. They tend to increase the eco-
nomic war potential of the Communist Bloc. And they tend to
accentuate the scarcity of raw materials and to raise their prices.
On the other hand, the sale of Russian gold tends to counteract
the rising trend of the free price of gold, which is all to the good.
Even though the benefit derived from this does not compensate us
for the detrimental effects of the transactions in the directions
indicated above, it is well worth mentioning as one of the helpful
factors in the gold situation.

While in 1937 the flooding of the markets with Russian gold
might have produced disastrous effects by aggravating the trade
recession, in 1951 we could afford to view the possibility of such
developments with equanimity. Indeed we should welcome it. So far

from there being an over-adundance of gold, there is now a relative
scarcity in comparison with monetary and hoarding requirements,
which have expanded considerably as a result of the higher general
price level, If Russia were to sell.enough gold in the free markets
to bring down the price to parity, she would render a useful service
by contributing towards the return to normal conditions, The other
side of the picture would of course be less satisfactory, since the
proceeds would in all probability be spent on additional purchases
of strategic raw materials. .

No information is available as to whether Russia possesses a
large gold reserve, or whether she has little more than the current
output at her disposal. It seems probable that, if and when the
Kremlin authorities should decide that the time has arrived for
a third World War, they would unload as much gold as they could
spare, in order to purchase strategic materials while the going is
good. Even then they would have to keep some gold in hand for
the purpose of financing subversive activities abroad, in case of
a prolonged war. Nevertheless, the possibility of heavy Russian
selling of gold on the eve of a war cannot be ruled out. The effect

Dr. Paul Einzig

(939) 3t

of such operations might well be a temporary fall in the free mar=-
ket price of gold, in spite of the increase of hoarding and specula-
tive demand due to the accentuation of the war scare. Or at any
rate it might offset more or less the effect of a panicky demand
for gold by hoarders. )

In 1914 the anticipation of war resulted in heavy buying of
gold by some of the potential belligerents. It is characteristic of
the change in conditions that the same cause is now expected to
produce precisely the opposite effect, and that the anticipation
of another war would now lead to the selling of gold, at least by
one of the potential belligerents. However this may be, the be-

havior of the gold markets seems to provide now, as it did 37 years
ago, an interesting barometer indicating impending: storms, even
if it is not easy to understand the trends it registers.

: that any. t: tions in. Russian gold should stir up consider- ilk - Wi ;
fore, that any: transactons fn Ko B0l o the corent josinoeie - William Freeman Witk General Taylor to

- Stanley Heller & Co.

. -Stanley Heller. & Co., 30 Pine
Street, New- York City, members
of the New York Stock Exchange,
have opened a Mutual Funds De-

partment under the management

of William J. Freeman. Mr. Free~
man has been active in the secu-
rity business for the last 30 years
and in recent years has been en-
gaged in the distribution of Mutu-

al Funds. He has recently been
‘with Hautz & Engel, Inc,

Address N.Y. Bd, Club

'Major General Maxwell D.;
Taylor, U, S. Army, will be gues$ ,
of honor and speaker at the: an-,

‘nual dinner of the Bond Club of -

New York on March-14, Clarence :

‘'W. Bartow, Drexel & Co., Presie:

dent of ' the ‘club, announced. :
General Taylor will speak on his
recent experiences in Berlin. The -
dinner will be held at the Stare .
light Roof of the Waldorf-As-
toria. '

NOTICE OF REDEMPTION

Celanese Corporation of America
3% Debentures, due October 1, 1965

NOTICE IS HEREBY GIVEN that, pursuant to the provisions of the Indenture datedd

Qctober 1, 1945, between Celanese Corporation of America and City Bank Fnrmers-hu§

Company, as Trustee, there will be redeemed on April 1, 1951, through the operation-
the Sinking Fund provided for in said Indenture, $750,000 aggregate principal amount-
the 3% Debentures due October 1, 1965 (hereinafter referred to as the “Debentures™) -
said Corporation, The Debentures to be so redeemed bave been determined by lot by City
Bank Farmers Trust Company, Trustee, and bear the following serial numbers:

N, -
M. 172435 451 10904 14145 22395 30937 33613
4 10939 14168 " 22396 30988 33818
10987 14197 22465 31042 33835
11122 - 14369 22600 31115
14630 . 22682 31167
14635 22689

22170
22173
22256 30914

10888 22377 27802 30930 33587 .

Debentures specified above will be redeemed and paid on April 1, 1931, at the office

Paying Agent, Dillon, Read & Co., 48 Wall Street, New York 5, N. Y.,
1015 % of the principal amount thereof together with interest accrued thereon to the date o
redemption, FFrom and after the date fixed for said redemption, all interest on said Delene
tures so called for redemption shall cease.

The aforesaid Debentures are required to he presented and surrendered for redemption
and payment at the said office of the Paying Agent on the redemption date with all appurs
tenant coupons maturing after April 1, 1951, and may have the- April 1, 1951 coupor
attached. Any of the aforesaid Debentures may be presented without the April 1, 1951
coupon heing ‘attached, in which event said Debentures shall be paid at the redemption price
less the face amount of such coupon, and such coupon shall be paid upon presentation and
surrender in the ordinary manner, . "

In case any of the aforesuid Dehentures shall be regxslere(l as to principal, the surrender
thereof to the Paying Agent shall be accompanied by appropriate instruments of assignment
or transfer duly executed in blank if payment is to be made 1o other than the registered

holder.

CELANESE CORPORATION OF AMERICA
Dated: New York, N, Y., February 28, 1951. [}
A A A A A A A AN A AN AN AN NG

30828
30881
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Canadian

The widest publicity has been
given to the Dominion’s enormous
production of forestry and mineral
wealth and their future potential-
ities, but it is seldom realized how
little could be achieved without
Canada’s incomparable asset of
cheap hydro-electric power. De-
prived of this motive force the
Dominion’s " large scale industry
would grind to a halt and many
industrial plants south of the
border and elsewhere would be
starved of ready supplies of essen-
tial raw materials. Canada’s lavish
endowment of fast-flowing rivers
constitute the keystone of her eco-
nomic structure and are-compar-
able to the rich coal resources
which in past decades made
Britain a world industrial leader.

There is no comparison however
when costs and efficiency are con-
sidered between coal and water-
power. Initial expenses of hydro-
electric plants are high but are
nevertheless lower. than the de-
velopment of coal deposits. Subse-
quent costs of labor and trans-
portation of the bulky fuel far
transcend the maintenance of the
hydro-electric plants, " This ex-
plains in part the failure to de-
velop the enormous coal deposits
of the Dominion, especially as in
Alberta alone there are sufficient
reserves to fill both the power
and fuel requirements of the
country. In view of the Canadian
manpower dearth the blessing of
almost limitless reserves of water-
power is particularly fortunate.
The fact that on a per capita basis
the Dominion utilizes far more
electrical power than any other
country in the world accounts for
the extraordinary productive ca-
pacity of Canada’s limited labor
force, Canada’s natural endow=-
ment is further enhanced by the
convenient location of power sites
in the neighborhood of her
mineral deposits and |pulp wood
stands. In many cases also large-
scale exploitation of lower grade
mineral deposits is only possible
in view of the availability of low
cost water-power,

Looking ahead to future de-
velopments the importance of the
Dominion’s almost limitless re-
serves of water-power is further
accentuated. At the present time
Canada possesses hydro-electric
power plants with an output of
approximately 13 million h.p. per
annum. Additional installations
totalling 2.5 million h.p. are pro-
jected and in some cases are in

CANADIAN BONDS

GOVERNMENT
ProviNcIAL
MunicIPAL

CORPORATION

CANADIAN STOCKS

A.E. Ames & Co.

INCORPORATED

Two Wall Street
New York 3, N. Y.

WORTH 4-2400 NY 1-1045

Fifty Congress Street
Boston 9, Mass.

Securities

By WILLIAM J. McKAY

course of construction. As the
known reserves are estimated at
about 50 million h.p., and as the
surface has only just been
scratched as far as the Dominion’s
latent natural resources are con-
cerned, it is difficult to over-es-
timate the extent of future indus-
trial development.

The many large-scale opera-
tions that are now in course of
development clearly illustrate the
economic advantage en]oyed by
Canada through the possession of
conveniently situated sources of
water-power. The exploitation of
the immense iron-ore riches of
Quebec/Labrador will be greatly
facilitated by the development of
the 1.5 million h.p. potential at
Grand Falls on the Hamilton
River ‘and the estimated 500,-
000 h.p. at Eaton Canyon on
the Kaniapiskau River, Turning to
the British Columbian 5-year plan
to boost Canadian aluminum pro-
duction by over 1 billion pounds
annually, this project is based on
the power resources estimated at
about 1.5 million h.p. to be de-
veloped on the Nachako-Nanina
River. A further demonstration of
the value of ‘Canadian water-
power is afforded in the case of
the Allard Lake ilmenite de-
posits now in course of joint de-
velopment by the Kennecott Cop-
per Co., and the New Jersey Zinc
Co. To meet the large power de-
mands, Shawinigan has put into
operation its new $40 million
Trenche hydro-electric develop-
ment.,

Perhaps the greatest advance
in Canadian development of
water-power will be made with
the eventual construction of the
St. Lawrence Seaway. This essen-
tial development has been hanging
fire for 80 years but now appears
to be approaching the stage of
materialization. In addition to the
construction of the Seaway a
scheme for the development of
hydro-electric power provides for
over 3 million h.p. to be shared
equally between the provinces of
Quebec and Ontario and south of
the border by the State of New
York. As with the St. Lawrence
the same Canadian rivers that
furnish  electric power also pro-
vide convenient and cheap means
of transport in addition to provid-
ing the ample supplies of fresh
water that are essential to most,
Canadian industries.

During the week there was
moderate activity in the external
section of the bond market with
the principal interest centered on
Canadian Nationals. The internals
were steady and there was a con-
tinued demand for the short-term
Dominions. It is a little early to
determine the precise effects of
the announcement just made by
the Foreign Exchange Control
Board concerning the elimination
of the wartime restrictions on in-
ternational trading in- long-term

CANADA

SECURITIES
SERVICE

For information or quotations
on any industrial, mining or
oil security, consult us.
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government securities, but any
additional freedom of this kind
can only serve to broaden and
simplify dealings in Canadian se-
curities,  The Canadian dollar
again moved into higher ground
and now appears to be headed
gradually for an ultimate level
of parity with the U. S. dollar.
Stocks were generally quiet and
dull with the Western oil and
base-metal issues prov1dmg the
major activity.

Gen. Am. 0il Co. Stock
Offered at $41 Per Sh.
by Sanders & Newsom

An underwriting group headed
by Sanders & Newsom is offering
90,748 shares of $5 par value com-
mon stock of General American
Oil Co. of Texas. The stock is
priced at $41 per share.

Proceeds from the sale of these
shares will be added to working
capital and applied to the explor-.
ation, acquisition and: deve&bpment_
of 011 and gas properti

Outstanding capita
company upon completios
financing will be 8533743
6% cumulative préferréd “stotk
$10 par value,.and 1,000,000 sha:
of common stock, $5 par.value

General American Qil -Co. of
Texas is engaged in exploring, ac-

i e

Thursday, March 1, 1951

THEN AND NOW
Guess Who?

If You Can’t Turn to Page 35

quiring interests in.and develop—,

ing prospective and proven oil and’
gas lands; the production, gather-

ing and sale of crude oil;' and the |

nroduction and sale of natural gas.
Currently the company is produc-
ing or has interests in crude oil
and/or natural gas in California,
Louisiana, Mississippi, New Mex-~
ico, Oklahoma, Texas and Wy-
oming,

Substantially all of the explora=-
tory, development and operating
activities of the company are car-
ried on by its own employees, ex-
cept for seismié ‘operations and
well drilling operations. Approxi-
mately 83% of the company’s pro-
duction is derived from properties
operated by it and the remainder
from properties operated by oth-
ers under joint venture, unitiza-
tion or other arrangements to
which the company is a party.

To Weigh Defense
Market Outlook

Congressman Vail, A. Wilfred
May, and J. W. Dunlap address-

ing Stationers’ meetings.

“Service Wholesaling in a De-
fense Economy” is the theme of
the 35th Annual Convention of
the Wholesale Stationers’ Associ-
ation being held March 1-3 at
the Hotel Commodore in New
York City.

The convention will be ad-
dressed by Hon, Richard B. Vail,
member of Congress from Illinois,
Thursday on  “Marketing Prob-
lems in a Defense Economy”; and
Friday by A. Wilfred May, Ex-
ecutive Editor of the “Commercial
and Financial Chronicle,” discuss-
ing “What Protection Agamst In-
flation?”, and Dr. Jack 'W. Dunlap,
Industrial Consultant on “Psycho-
logical Factors in the Market.”

Clarence Grant Opens
(Srecial to THE FINANCIAL CHRCNICLE)
ATLANTA, Ga. — Clarance K.
Grant is now engaging in a secu-
rities business from offices in the
Healey Building. He was pre-
viously head of Grant & Co.

Alan J. Stark Forms

‘Own: Inv. Company
(Special tc THe FiNANCIAL CHRONICLE)
ORLANDO, Fla.—Alan J. Stark
has formed Alan J. Stark & Co:
with offices at 431 East Central
Avenue, to engage in a securities
business.

Public Utility' Securities

By OWEN ELY

Niagara Mohawk Power Company

Niagara Mohawk Power was formed Jan. 5, 1950, as a merger
of the three principal subsidiaries of Niagara Hudson Power—an
old-line holding company which was dissolved “Deec. 21, "1950.°
Another subsidiary, Niagara Falls Power Company, was merged -
Oct. 19. Niagara Mohawk itself now has four 'subsidiaries— -
Canadian Nlagara Power and St. Lawrence Power, two small
Canadian service companies; and Frontier Corp. and Oswego
Canal Company which own real estate and water rights.

Niagara Mohawk Power is probably the largest private pro-
ducer of power in the world, with a total output of 13.9 billion
kwh. in 1950. Since much of this power was sold at wholesale to
industrial companies, however, the company ranked below several
other utilities in revenues, which amounted to $152 million.

The company serves some 918,000 electric-customers and about
297,000 gas customers, The system which is interconnected,
serves a large part of upstate New York, including the hlghly
industrialized section around Niagara Falls and Buffalo, - Electric
kwh. sales gained 12% last year and gas sales (Mcf.) 15%. =

During 1950, when about $41 million was invested in new
construction, the -first two units of 80,000 kw. each of a large new
steam generating station at Dunkirk were placed in operation,
and an 80,000 kw. addition to’ the Oswego steam station. neared
completion. Work was started on. the installation of three 80,000
kw. units at a new steam station in Albany, and on a new 30,000 -
kw, hydro-electric station on the Sacandaga River in eastern |
New York.

A gas constguction program was undertaken in 1950 in antici- .
pation of conversion of the company’s manufactured gas service -
to natural gas. During the year, the company received Federal -
Power Commission approval for extension of natural gas service .
to the company’s manufactured gas distribution areas in central
and eastern New York, and for construction of a 55-mile natural
gas line to Watertown. :

The company’s pro forma earnings record in the postwar :
period has been_as follows (000 omitted):

1946 1947 1948 1949 1950 ¢
$117,008 $128,116 $138,169 $139,284 $152,107

25,497 24,457 22,079 25546 25597

19, 814 18,994 17,101 19,672 19,857 *

. $1.96°  $1.85  $1.59 $1.96 -
177 168 148 1.75 177

Gross income increased only :slightly in the postwar period *
despite a gain of 30%in revenues. This was due in part to lower
rates; average residential and farm revenues per kwh. dropped
from 3.41c in 1940 and 2.82c in 1946 to 2.50c in 1950. Moreover,
the company has probably not been making a very large profit :
on its gas business. However, conversion to natural gas should *
result in substantial improvement in earnings from this division of :
the business. The company has asked for an electric rate increase -
for electric service at Niagara  Falls furnished to 27 large indus- :

Revenue

Gross income

Net income

Earned per share of
common

Earned if class A stock
were converted ____

$1.94
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~ trial customerswhich ‘would “add “some-'$2,500,000~ to  gross: rev= sy

‘enues.’ ‘

Thus it is anticipated that the company can absorb higher
:Federal taxes in 1951 and maintain share earnings around the
.-current Ievel.. There does not appear to be any danger of incurring
-excess profits taxes’until share earnings exceed $2.25 per share,
it is estimated. Fuel economies are expected from the three new
-generating units, each with an effective capacity of around 100,-
000 kw., one of which went into operation in October and another,
in December, while the third should go on the line this summer.,
By the end of 1953, the company expects t6 have added (since
'1945) about 1,000,000 kw. to its"generating capacity. 4

The company has large plans for hydro developments, A
number of miscellaneous new units are planned which may even-
tually increase capacity by nearly 100,000 kw. There are also
huge possibilities at NiagaraFalls :which are longer-range and
subject to political factors, In August, 1950, the United States
-and Canada: ratified a treaty permitting' each country to divert
‘water in equal shares for power purposes at Niagara Falls. Niag-
-ara Mohawk indicated its desire to undertake a redevelopment
at the Falls to utilize the additional water to produce 1,132,000 kw.
more electricity, The treaty as ratified requires Congressional
action prior to further hydro-electric development, but bills intro-
duced before the 81st Congress authorizing the United States to
‘build the additional development and to turn it over at cost for
-operation by the Power Authority of New York have not been
acted upon. Niagara Mohawk has indicated its continuing desire to
make the development or to cooperate in the transmission and dis-

‘tribution of the additional energy if a public development is made.

Continued from page 9

"'Where's Our Economy Headed?"’

efforts to becoming strong as a’

the government - is -pointing .out

that we must go if we are to do’
this Herculean -job of becoming’
strong "and still not .weakening’

our -own domestic economy;
whether ‘it is* spending too, much
money, whether it is running us
into bankruptcy, or whether it is
upsetting our industrial program
so that the transition is made
to the great harm of the Ameri-
can people as a whole.

Mr. Keyserling: I think we all
recognize; without endeavoring to
smooth over anything, that we
want to be “efficient” and we
want to be ‘“clear-cut” and we
want to “do the best we can.”
However, it is easier to say those
things than to do these things.
Let us be specific. about this
“efficiency” and this -“cléar-cut-
ness.” There is.a general agree-
ment among businessmen, among
economists, among everybody who
has been through this job, that
while price controls and wage
controls are- needed—and I be-
lieve they are—and while they
must be “efficient” and “clear-
cut,” nonetheless the first require-
ment and the first foundation for
protecting business and labor and
the defense effort from rising
prices and inf.lation is a  sound
fiscal policy, a balancing of the
budget through high enough taxes
to make government income equal
or exceed revenue, =
- Let me ask you, Mr. Stein-
kraus, as a representative busi-
nessman, are you in favor now of
Congress enacting_sufficient addi-
tional taxes;- allowing for. any
practical reductions in- outlays
where this can be done without
hurting the defense effort, to give
us that first- great bulwark of
protection against inflation? And,

broadly speaking, what kinds of*

taxes would you like to. have
enacted now to accomplish that
purpose, angfhow rapidly?

' Mr. Steinkraus:*I think that is
a pretty big question to ask me
at the last minute, <~

Mr. Keyserling: It is smaller
than the questions you have been
putting to me.
. Mr. Steinkraus: I think that the
American businessman is entirely
in sympathy with “pay-as-you-
go.” However, he also insists on
some economies, which the gov-
ernment does not seem to make
at the present time, along cer-
tain social programs that ought
to be set aside at the present time;
and we ought to stick to the No. 1
job, and that is to be strong mili-
tarily and economically. That

means that we must all pull in-

our belts, Our government, too,
must do some economizing. We
must devote our energies and
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nation, and .that means- we have
to" pay as .we' go along. I cer-

tainly believe in high taxes, but,
to try to tell you how those taxes,
should be. laid on .is- assuming.

raore knowledge - than "I have.

On' the other hand, I think that.

the advice of our leaders in the
Senate and in the House who
have had many years of expe-
rience ought to be followed in
preference to the leadership of the
Administration itself in some of
these cases.

. Henry Oetjen Director

Henry Oetjen

'Henry Oetjen, a partrler of Mc-
Ginnis & Co.,; 61 Broadway, New

. York City, members of the New

York Stock Exchange, has been
elected a member of the board of
directors of the Norfolk Southern
Railway Co.

With Scharff & Jones

(Special to THE FINANCIAL CHRONICLE)
NEW ORLEANS, La—Rufus U.
Lea, Jr.,, has become affiliated
with: Scharff & Jones, Inc, 219
Carondelet Street.

Joins Schweickhardt Co.
(Special to Tee FinanciAL CHRONICLE)
NEW ORLEANS, La.—Frank J.
Ebel is now associated with
Schweickhardt & Co., Hibernia
Building, members of the New
Orleans Stock Exchange.

Irving Lundborg Adds

{Special to THe FINANCIAL CHRONICLE)

SAN -FRANCISCO, Calif. —
James C. Liston is now with
Irving Lundborg & Co., 310 San-
some Street, members of the New
York and San Francisco Stock
Exchanges. i

Waldron Co. Adds

(Special to THe FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif—Fred Campbell

Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR.

; A defensive attitude, with minor price erosions, that leads
neither here nor there, seems to be the way most money market
operators describe the uncertainty that still surrounds the govern-
ment security market. The great divide between the monetary
authorities is still as wide as ever and is likely to continue that
way until someone comes up with the answer as to how Federal
'can support the government bond market without creating reserve
balances. - There will be solutions to the dilemma, no.doubt, but
these answers may not be to the liking of all concerned. In the
interim, until we move on into the year, when it will be more ur-
‘gent to solve these problems, a protected, stable government mar-
ket is anticipated. Fluctuations should be held well with limited
trading ranges and the 2% % rate will still be the long-term meas-
uring stick.

All of the long-term Treasuries aside from the Vies have
given ground in a dribbling process which is neither decisive nor
confidence building. A shading of the “peg” among the protected
issues does not mean too much at this time, because this will not
deter sellers who are putting the funds into higher yielding non-
Treasury obligations. :

Present Rate Pattern to Continue

Despite the feeling of uncertainty which still prevails in the
money markets, no important changes are looked for in the rate
pattern. It is believed the current scale of rates, ranging from
about 1% % for one-year maturities, 134 % for intermediate-term

“obligations, to 2% % for the most distant obligations, will be main-

tained if the Treasury wants it that way. This, according to in-
formed sources, does not mean the Federal Reserve Board, the
Opéen Market Committee or the Central Banks have changed their
ideas on the situation, or a meeting of the minds with the Treas-
ury has taken place. Far be it from that, and based on available

“reports, it is evident the difference of opinion between the mone-"

tary .authorities is still very much there.

; Nonetheless, there is a job to be done and it seems as though a
stable government security market is an item of very great im-
portance to the Treasury in carrying out that task. To be sure, the
Treasury itself could influence the market here’and there as it has
been doing according to advices, but it is necessary to have the aid

_and cooperation of the Federal Reserve Board and the Central

Banks in order to do it right. Stability of the kind that will in-
sure confidence in government securities comes from the protec-
tive action of the Board and the Reserve Banks, Because there
is to be a stable government market in the future, as in the past,
Federal will do the job, even though it may not be to their liking.

Lowering of “Pegs” Possible
By the stability that is being talked ‘about in the government

market is meant the maintenance of the long-term 2%: % rate on
Treasury obligations, -This protective action does not, however,
preclude the lowering of the “pegs” from time to time on certain
issues, mainly the Vics. Neither does it indicate the monetary
authorities aire going to sit back and take all the issues at a fixed
price that are fired at them by life insurance companies and sav-
ings banks. There will most likely continue to be more reluctance
and greater selectivity as well as some restrictions on the amounts
that will be taken by the Central Banks. It is not expected that
the Federal Reserve Banks are going to make any easier the cre-
ation of excess reserves through their almost indiscriminate buy-
ing of government securities. Just the same, there seems to be
less fear every day that the 2% % rate on long governments is
going to give way to a higher one, The support that has been there

“in the past is not likely to be pulled, although there may be con-

siderable discussion as to what should be done by the monetary
authorities to prevent the creation of reserve balances which are
in turn used to make loans that fan the flames of inflation.

Suppose Federal Support Was Ended?

There is no doubt the various monetary authorities would like
to find an out in this situation, so their differences could be recon-
ciled without damage to the government market. As long as Fed-
eral has to support the government security market, it is creating
excess reserves and is the “engine of inflation.” On the other hand,
if Federal should stop supporting the government market and
prices were allowed to seek their own level on a pure demand and
supply basis, many of these issues might settle well below the
100 level, With so many demand obligations outstanding in the
hands of the people, would they continue to hold them with the
prices of marketable obligations going under the par level? If
there should be a rush to cash in demand Treasury obligations be-

" cause of dropping prices in the marketable obligations, where

would the Treasury get the funds to pay.off these redemptions?
Also where would the Treasury get the money for refundings and
to finance the “garrison economy”? There would have to be hor-
rowings from the commercial banks, which again.would create
deposits, and this would be as inflationary as anything that could
be done by the government. ¥

It does not seem as though the long-term rate is going above
21 9% for some time at least, and there will still be protection
enough in the government market to make it a stable affair, that
will insure confidence in government obligations. The answer to

“these problems, it is believed, will come later either through

higher taxes and a balanced budget or through new legislation

* that will be obtained from the Congress.

With Paine, Webber Co. Lamson Bros. Adds

(Special to THE FINANCIAL CHRONICLE) (Special to THE FinanciaL CHRONICLE)

LOS ANGELES, Calif.—Neil F. - KANSAS CITY, Mo.—Elmer F,
is now with Paine, Putnam is now with Lamson Bros.

A. Coffin is now with Waldron Webber, Jackson & Curtis, 626 & Co., Dwight Building. He was

and Co., Russ Building. He was South Spring Street.
formerly with Capit{al Securities previously with Dean Witter & and in the past with ‘Wolcott &
Co. Lincoln,

Co.

He was formerly with Goffe & Carkener
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Daniel Donovan With
' l'- G- While & 00-, |IIG-

Daniel J. Donovan

Daniel J. Donovan has joined
the U. S. Government bond trad-
ing department of J. G. White & -
Co., Inc., 37 Wall Street, New York
City. A graduate of Dartmouth
and the Amos Tuck School, he was
formerly associated with ' Blair,
Rollins & Co. Inc. ’

John Preller Elected Dir. .

John G. Preller

John G, Preller, partner of
McGinnis &. Co., 61 Broadway,
New York City, has been eclected
a ‘director of Roper Realization
'?0. of New York and North Caro=

ina, -

Davies & Mejia Add

(Special to THE FINaNCIAL CHRONICLE)

FRESNO, Calif.— Vernon W.
Whipple has been added to the
staff of Davies & Mejia, T. W.
Patterson Building.

Joins Davis, Skaggs
(Special to THE FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif—Rob-~
ert A. Rexroad has been added to
the staff of Davies & Mejia, Russ
Building, members of the New
York and San Francisco Stock
Exchanges.

Joins Reynolds & Co.

(Special to THE FINANCIAL CHRONICLE)

MIAMI BEACH, Fla.—Clarence
Wolf, Jr., is connected with Rey=
nolds & Co.

F. M. Blount Adds

(Special to THE FINANCIAL CHRONICLE)

PENSACOLA, Fla.—Lonnie W.
Lard is with F. M. Blount, Inc.,
Florida National Bank Building.

With McDaniel Lewis

(Special te THE FINANCIAL Cnﬁomcu:)

GREENSBORO, N. C.—M. Mc~
Rae Faison is now associated with
McDaniel Lewis & Co., Jefferson
Building.

Kirchofer & Arnold Add

(Special to THE FINANCIAL CHRONICLE)

RALEIGH, N. C.—James E.
Rhoades, Jr., has been added to
the staff of Kirchofer & Arnold
Associates, Inc., Insurance Build-
ing.

With Woodcock Hess

PHILADELPHIA, Pa.—H. Pal-
mer Woodcock, Jr., is now asso-
ciated with the sales department
of Woodcock, Hess & Co., mem-
bers Philadelphia-Baltimore Stock
Exchange, 123 So. Broad Street,
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The AT & T Convertible

of the $9 dividend. When meces-
€ary, the consistent strong cash
ud temporary cash investment of
cach year of the last decade from
$250 million to $500 million has
4=xovided adequate support.

It has outstanding -28,263,156
whares of common stock now sell-
dsgearound $155 a share. The nine
tseonths’ statement through Sep-
{cmber of last year shows current
end - accrued liabilities of $859,-
©10,748, of. which -approximately
€319 million are accrued taxes;
&nd current assets of $951,909,595,
of which over $500 million is cash
oud temporary cash investment,

Operation and Earnings

* The average daily local tolls as
¢lated in the prospectus of the
company for nine months through
Hept. 30, 1950, is 133,760,000, or
8614 % of total tolls of 139,680,000.
The total operating income. for
##ne~~months through Sept. 30,
1950, is $2,408,734,623, deducting
€% comprising all but local calls
(which, of course, should be a
w#aech-larger amount of revenue)
would be approximately $124 mil-
wirevhich, deducted from above
Egure; would indicate that local
¢alls amount roughly to $2,275,-
000,000 gross revenue.

If we multiply the figure for
Faealraverage daily calls of 133,-
%G0,000 by 274 days or nine
Months we have 36,650,000,000
Facalecalls; if we divide this into
{he above gross  intake of 227,-
600,000,000 cents we average at
fhe rate of six cents received for
cach local call of (astronomically
epeaking) 36% billion calls for
iliese nine months!

The increased application of
dialing even on long distance
¥imes has reduced costs consider-
ably and will add to the chances
-of increased earnings of the sys-
tem. The company has for a
Yong while earned about 6% of its
total capitalization. The Federal
Communication Commission could,
tiowever, reduce long distance
tolls, yet the State Commission
have increased tolls some $436
mnillion since 1946, and the possi-
bility-of the telephone company
rett&ng some increase on its pres-
<nt application of $133 million
#aereased rates is not to be left
ouf of the picture.

‘The company has Just reported
{he largest earnings in its 65-year
bristory; showing consolidated
profits.of $12.44 g share for the
¥2= months through November,
¥#950; based on average shares out-
mndmg during the period. How-
ever, the higher taxes in 1951 may
-cause some moderate decline in
their profits, but the special 7%
present . EPT exemption is likely
ta-make this decline of moderate
eignificance. In fact, in view of
fts-rate of expansmn which may
#ot-be-apparent in the final year’s
&ecountmg of 1950 the nine
onths’ income statement of 1950
of $260,024,000 has indicated an
4rerease in net income after taxes
of 319 million over the year 1949,
§30 -million over the year 1948
eixd-over $94 million over the year
X947 -

It should also be noted that
while interest of $82,221,994 on
kunded debt is $21 million over

Rate of Year
Price Coupon of
2-24-51 % Maturity
- 11412
12412
109
115

-$re1951
$omgirsLow
iiois103 15
Py F161,
$HE55-10435
Fig » 1112,

@
@
. @
@
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3%% Debentures

1947, it is $5 million under 1948
and' $23 million under 1949, as.
indicated from its last nine
months’ statement, which amounts
should be increased by some
$121, million necessitated by this,
amount of some $410 millions
shortly to be issued.

might increase these differences
in favor of this year’s showing of
interest on the funded debt. This
is because it is expected that this
last issue is close to the end of the

long scale financing that has aver-

aged $1% billion over the last
four years. Also, because the
American Telephone & Telegraph
Co. is finally filling out its pro-
gram under its projected construc-
tion, improvements. and. repairs.
In fact, this constructive expendi-
ture may drop to $800 million or
less for the coming year with de-
benture conversions, appreciation,

retained earnings ' ‘and possibly

some stock sales which would
carry the company through this
year and probably sometime fur-
ther in the future.

The Convertible Debenture

The company has at present out-
standing convertible debentures of
$478,194,600 to which must be
added these present debentures
about to be issued of about $410,-

000,000. In addition it has other-

debentures of $1,440,000 ail at a
low rate of interest from 2% % to
3% %.
dated subsidiaries making a total
funded debt of about $4,076,000
including these present convert-
ibles,

The question involved, of course,
is the cost of this privilege of
conversion which can be ascer-
tained by figuring what the bond
would cost on a straight yield
basis without the conversion priv-
1lege. That, in the final analysis
is the test of the value of any
bond. In buying a convertible
bond that is the first considera-
tion. The second consideration is
the value of the stock and its pos-~
sibility of appreciation.

The Value of the Debenture

Here subjoined is a table from
which we will be able to note
more carefully the elements of
value and price.

A market valuation in price of
a high grade bond is usually a
sound criterion as investors seek-
ing prime -investment must be
shrewd judges of basic values.

The best comparison would be
between the 3% % convertible de-
bentures of 1963, selling at 115 in
discussion and the 33% deben-
tures without conversion, due Dec.
1, 1973, set forth in the above table.

The later. debenture of 1973 is.

10 years longer, which detracts
from its value as against the
shorter convertible bond of 1963;
also, it is selling at 1063, but.is
callable at 104.61; that means the
holder loses his premium at ma-
turity or earlier, if called. The
other 234% debenture, without
conversion of 1971 is.also a longer
maturity with no premium; and a
call price at 103.79 that does not
impair its present price. In both
cases these debentures, without
conversion, of course, give yields
to maturity larger than the 3% %
convertible debenture of 1963,

Convertible Debentures

It has 1,784,000 of consoli-:

‘The Commercial and Financial Chronicle , . .

It is thus evident that this con-
vertlble bond of 1963 in fair
comparison has a basic value over
par without any conversion, and
its exact price could be dlscussed
far beyond the limits of this ar-
ticle.”

Suffxcxently, however the con-
sensus. of opinion among bond
students and experts (among
which the author may be fairly
included) that this high-grade
bond of 1963 with a 3% % coupon
and a maturity of only 12 years,
without conversion, would be en-
titled to sell at 108, which is a 2.50

~ basis yield to maturity.
Again, however, the full year- yleld =

Studying the list of the con-
vertible bonds for comparative
values, we should note the 10-year
convertible debentures due 1959,
which are convertible at 130 to
June 20, 1951, and thereafter at
140, That :convertibility exists
for eight years. The debentures
are selling at 124% over a 24-
point premium and returns only a
minor yield of 0.15% to maturity,
These bonds, 333 % debentures of
1963, have a longer rate of con-
vertibility by 50%, have a sub-
stantial yield to maturity and sell

“at 115, against 124%.

The 2% % of 1957 are convert-
ible for -about four and a half
years at 140 to Dec. 5, 1955, at a
price of 114Y% with almost as big
a premium as the 3% % of 1963
which have three times the length
of ~the conversion, almost four
times the yield and two points
lower price of conversion,

The third convertible bond of
1961 is convertible at 146 and
therefore not eligible for com-
parative study,

These observations should indi-
cate statistically that these con-
vertible 33 % of 1963 are the most
attractive of the outstanding con-
vertible debentures of The Amer-
ican Telephone & Telegraph Co.,
not only on account of the indi-
cation of the lowest price that
would appear for the stock, but
also because it gives a substantial
yield to maturity from a high-
grade bond which is much larger
than any of the others. Further-
more, at this yield you are paying
comparatively little for a valuable
conversion extending over 12
years; it also sacrifices little in
the matter of income, as against
the non-convertible debentures.
Again, none of these other con-
vertible debentures have as long

‘a-conversion privilege, nor at any

lower price of convertibility than
the aforesaid 33 % of 1963.

“Itis upon this basis that the
cost of a conversion must be fig-
ured and that means seven points
for an 11-year call on the stock at
oncé ‘price. It also must be re-

:membered -that the question of

interest on the bond and interest
on the stock in conversion will
be -adjusted equitably by the
company. This is important be-
cause usually the bonds are paid
at the market price with addi-
tional payment for accrued inter-
est while the stock is bought at
the -market prices without any
extra payment for dividend that
has accrued on the stock.

This stock, now selling around
155, has been behind the market
since 1946 and 1947, when it sold
at~200 and 17415, respectively,
and has since sold between 138
and 1613. On the present appre-
ciation that has taken place in
the stocks of excellent companies
since the low of 1946 when this
stock sold at a low of 159% it is

easy to understand that the pos-

Equlv.,

Stock

Callahle-

@ 106 thru 12-14-51 then lower.
@ 106 thru - 6-19-52 then lower
@105 to -12-14-53 then lower
@ 107 thru 6-18-54 then lower

130 to

6-20-51 then @ 140 to 6-20-59
146 to

12 15-58

' ‘Debentures Without Conversion

—1950-1951—
High Low
10724 - 105%5
101%: 99

Price

Feb, 24, 1951
1063
997%

Rate of Coupon

‘Year of
Maturity

%

Prices
- 1341,
154},’,
155
153

Callable

33
2%

1973
1971

@ 104.61 through 1953 then lower
@ 103.79 through 1953 then lower

sibility of a substantial apprecia-
tion in the American Telephone &
‘Telegraph Co. stock would be in

line with the rise that has taken-

place from the low of 163.12 to
a present high of 252 in the Dow-
Jones average. This situation
should offer an excellent oppor-

“Thursday, March 1, 1951

tunity for the astute investor to
have a .sound .convertible bond
at a reasonable price that. offers
him a converS\on of an-excellent
stock at a very'reasonable cost
and thus indeed have the-privi-
lege of “having his cake and eat-
ing it too.”

Sees Decline in Protective Inventory Buying

Robert C. Swanton, Chairman

of Business Survey Committee

of the National Association of Purchasipg Agents, contends
high point was reached in January, while rush to increase
production is also sharply off.

Reporting a composite opinion
of purchasing agents who com-
prise the National Association
of Purchasing Agents Business

Survey Com-

mittee, Robert

C. Swanton,

Director of

Purchases,

Winchester

Repeating

Arms Com-

pany, Division

of Olin Indus-
~-tries, - Inec.,
- New Haven,
: ‘Connecticut
who is its
"chairman
stated that
during Febru-
ary the second
“ fush’"of pro-
tective buying since the Korean
war began, receded. Order book-’
ing has leveled off at the high
point of January, but the increase
has stopped. Many new orders
cover materials for military con-

Robert C. Swanton

tracts which have not yet reached”

the production lines. The rush to
increase production is also sharply
off for the month, though in most
operations high output is still be-
ing maintained by liquidation of
raw material and in-process in-
ventories. Many purchasing exec-
utives expect a troublesome gap
to develop between the regulated
decline of civilian production and
the ordered increase of defense
output.

The priority system Mr. Swan-
ton reports, is not working well.
Many suppliers of basic materials
are receiving rated orders beyond
their required acceptance or res-
ervation percentages. Numerous
directives given higher . priority
are upsetting delivery- schedules
even of the rated orders, with a
compound disruption of civilian
production. Essential civilian in-
dustries, even major. public utili-
ties, have no priority status and
are severely hampered fer lack of
necessary operating supplies,

The conversion to new-control
procedures, both for materials and
for prices, which is being forecast
by reports and rumors, will put
additional . bookkeeping burdens
on management in the next few
months, much of it on the pur-
chasing department.

Prices continued to creep up in
February, but at a slower' pace
and with a tendency to stabilize
on a high plateau.. Industrial in-
ventories of purchased. materials
are sharply down. Employment is
high. Some - organizations have
had to reduce working hours be-
cause of lack of materials, and re-
strictions on their use. Others are
working overtime to produce

everything possible within the .

allowable period. With such con-
fusion and uncertainty of operat-

ing schedules, purchasing policy

must meet the conditions. and
problems of the company.

Commodity Prices
Many prices. advanced -during
February, though .the pace. has
been much. slower than: January. -

The trend appears to be leveling

off. Price’ control, ‘acting ‘as a
brake.on inflation, is net yet thor-
oughly effective. Theére are too
many exceptions and special situ-
ations. Most price increases' this
month: are in fabricated items.
Quantity discounts and freight al-

¥
lowances. are being withdrawn,
Escalator clauses and open prices
based on. appeals from the regu~
lation, to- be made or in process,
are appearing.

Inventories

Industrial material inventories
took a decided drop in February.
38%, the highest number since
November, - 11949, report. lower
working | stocks Two principal
reasons are given: First, the re-
duction of stocks of matenals re-
stricted as  to. future end use,
Second, most scarce materials
have been on a hand-to-mouth’
basis for several months, with
very sma]l protective stocks The
railroad strike severely curtailed
receipts of materials, in_ many
cases causing a complete depletion
of reserve stocks. Disruption of,
shipping schedules caused, by the
increased. use of priorities .and
directives, is a third reason given
for present low inventories and
their general unbalance.

Employment

Industrial employment contin-
ues at about the high of January.
The number reporting layoffs are
more than compensated for by
others showing additions to the
pay roll. While it is no major
movement, there is a developing
migration from the so-called “non-
essential” industries to higher
paid and more secure jobs in war
work plants. This seems to be
confined - to areas where large
military orders have been placed.
The major pay roll changes this
month are in the hours of work.
Many cutbacks on initial opera-
tions are reported to be caused by
material ‘shortages. Balancing this
is the overtime operation of many
plants to.push the completion of
items which will be end-use re-
stricted next month,

Buying Policy

The reports of the Survey on
buying policy do not reveal any
over-all pattern of commitment
range, Until the question of who
gets what, when, and how much,
is settled, extended : commitments
are of little value, as schedules
are upset daily by priorities, certi-
fied procurements and directives.

In New Connection
(Special to Tue FINanciaL CHRONICLE)
BROOKLINE, Mass.—Arthur J.
Walsh has become affiliated with
Alec Bramsley, 56 Marshall Street.

Joins Gibbs & Co.

(Special ‘to TaE FinanciaL CHRONICLE)

“WORCESTER, Mass.— Vincent
T. Curran has become associated

with' Gibbs & Co., 507 Main St.

Geo. McDowell Adds

(Special to Tue FinaNciaL CHRONICLE)
DETROIT, Mich.— Douglas F.
Brosey has been added to the staff
of George A, McDowell & Co.,
Buhl Building, members. of the
Detroit Stock Exchange.

- Joins J. Hogle
(Special to THE FINANCIAL -Cmo;ucu)
" LOS ANGELES, Calif.—George
E. Thompson has joined the -staff
of J. A. Hogle & Co., 507 West
Sixth Street.

bitized for FRASER
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t. Barring an important change in

" bond market conditions the man-

agement of Denver & Rio Grande

. Western plans an important re-
. funding operation in about two
_ months.

Issues involved will be
the present first mortgage and the

! Denver & Salt Lake Modified In-~
".come bonds which are secured by
. first lien on important system

mileage. Both issues now mature

* in 1993 and both carry fixed in-

" terest at the rate of 3% with an

' additional 1% contingent on earn-
* ings. As of the end of 1949 they
. were outstanding with the public

. 729,100.

in the aggregate amount of $43,-
In the refunding it is
proposed to reduce the principal

" amount to '$40,000,000. The pres-

ent - $27,976,000 of contingent in-
terest 43;s, 2018 will not be af-

‘ fected.

1t is difficult to think of a more

.:striking example than this of

changes that have taken place in

. the railroad industry in the past
. ten years or so. There are few,
. if any, railroads that have had
. so checkered a career as Denver

.- & Rio Grande Western. The pres-
; ent company was created in April;
- 1947, on consummation of a Sec-

tion 77 reorganization. Previously

. the predecessor company, or one
. or more of its component parts,

had been in and out of the courts

- many times since the first tracks

were laid in 1871, It is hardly a
record that, on its face, would
engender any great investment

* confidence in the long-term future
< of the company. In at least two
. important respects, however, the
. ‘present company is an entirely

' different railroad than the one

: 1 25Broad Street

-~ that went into bankruptcy late in
. 1935,

One of the most important con-

-~ siderations is that the property
- has been completely rehabilitated
- physically. Under the old, absen-

tee, management it had deterio-
rated seriously. Main lines have

“ been virtually rebuilt with heavy

rail.. A very substantial amount of

: Centralized Traffic Control has

been - installed, ‘thus materially
increasing the capacity of the
property and expediting - train

. movements. Finally, a major por-

tion of freight traffic is now han-

- dled by diesel power. Diesel power
- brings particular benefits to a

road operating over steep grades
such. as those in Denver’s terri-
tory. With these property im-
provements and new power and
other equipment, the company’s
profit margin has widened sharply.

The other important develop-
ment has been the striking change
in the company’s traffic and the
nature of the business handled.
The major development along this

;- “line has been the establishment of

extensive iron and steel making
facilities - in the Provo-Geneva
section of Utah during the war,
and their subsequent sale to a
subsidiary of U. S. Steel Corpo-
ration. Since transfer'of these

- mills to private ownership the fa-

cilities have been further ex-
panded and integrated. Denver &
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Denver & Rio Grande Western

Rio Grande Western gets the
profitable coal
mines and shares with Union Pa-

Did You GUESS?

Here’s the 1951 version
of the two angels appearing
on page 32.

haul from the

cific in the outbound movement i

of finished products.

Growth of an extensive steel in- §i
dustry has naturally brought other #
industries into the service area, |
further bolstering the road’s traf- '

fic position. Aside from this terri
torial expansion there has been
the betterment, through physical
rehabilitation, in its competitive

status with respect to the long R

haul, and highly profitable, trans-
continental traffic, Until .the
properties. had beén  rebuilt the
company had never been in a
position to reap the full benefits
of the Dotsero Cut-off which had
been built in 1934 and shortened
the distance between Denver and
the West Coast by 167 miles.
More recently the status of the
company has been further im-
proved by the construction of a
new yard in Denver, which
greatly expedites interchange traf-
fic with Chicago, Rock Island &
Pacific. : ;

Benefits from the physical im-
provements and from the changed
traffic status may be considered
of ‘a permanent nature. They go
far toward explaining the growing
investment confidence in the
long-term outlook for the road
and its securities. Also, reflecting
the influence of these changes,
earnings have soared. In 1948
common share earnings amounted
to $16.22, before sinking the other
reserve funds. Reflecting particu-
larly severe winter weather and
labor difficulties in the coal and
steel industries they dropped to
$7.27 in 1949. Last year they
nearly doubled, reaching $13.45,
and ‘there appears to .be little
question but that they will be
higher than that in 1951. So far
dividends have been held to $2.00
a share paid in each of the past
three years but liberalization of
that policy should not be too
long deldyed. ‘

Dallas Inv. Firm
Announce New Change

DALLAS, Texas—T. H. Oben-
chain, President, has announced
that the name of Dallas Union
Trust Co. has been changed to
Dallas Union Securities Co. No
change is being made in personnel,
office locations, or telephones and
teletype numbers. The company
was organized in Dallas in 1920
and has maintained its main of-
fices here since its inception.
Home offices are at 502 Dallas
National Bank Building. A branch
office has been in operation in
Fort Worth for the past 18 years.
The Fort Worth' offices of Dallas
Union Securities Co. are at 1002
Continental Life Building. Harry
W, Phillips is Resident Manager.

Officers of the company, in ad-
dition to Mr. Obenchain, are the
following: B. F. Houston and Dick
Clark, Jr., Vice-Presidents; Jack
P. Brown, Secretary and Treas-
urer; and P. L. Hendrix, Assistant
Treasurer. W. H. Painter, Vice-
President of the United Fidelity
Life Insurance Co., and Homer R.
Mitchell, Chairman of the Board
of Employers Casualty Co., are
directors of the company, along
with Mr. Obenchain, Mr. Houston,
and Mr. Brown,

_ Dallas Union Securities Co..will
continue to specialize as hereto-
fore in investment securities, in-
cluding bank stocks, insurance

company stocks, public utility pre-
ferred and common stocks, cor-
and municipal
bonds.

M. J. Gartman Burton F. Whitcomb

(A) Mortimer J. Gartman, Jo-
sephthal & Co., 120 Broadway,
New York 5, N. Y.

(B) Burton F, Whitcomb, Har-
riman Ripley & Co., Incorporated,
30 Federal Street, Boston 10, Mass.

Continued from page 20

Mutual Funds

got an unexpected check for $2,-
400.” is the way Wellington Fund
starts its newest sales booklet, en-
titled “Today I Can See Tomor-
row.”  This illustrated story
graphically and accurately de-
scribes the problems faced today
by a man who could foresee the
corrosive effects inflation would
have on his newly-acquired nest
egg. The booklet should be an
excellent sales aid for dealers be-
cause its approach is on the pros-
pect’s level of wunderstanding.
Write Wellington Fund, 1420 Wal-
nut Street, Philadelphia 2, Pa. for

copies. W

WITH THE RANKS of “capital-
ists” growing through increased
public ownership of mutual fund
securities, the average investor
should ' safeguard his securities
and other important papers by
keeping them in a bank safety de-
posit vault,

That’'s the recommendation
given to shareholders in the
“Stock Fund Investor,” quarterly
publication for the Investors
Stock Fund shareholders across
the nation.

The publication stresses that
the cost of a bond required for
lost investment securities or cer-
tificates can be many times higher
than the year’s rental of a bank
safe deposit box to prevent such
losses.

VANCE,  SANDERS & CO. an-
nounces the admission of John A.
McCandless as general partner.
He has been .handling the port-
folio #ransactions of Massachu-
setts Investors Trust. Mr, Mc-
Candless joined Vance, Sanders
last year.

James 'Jess’o‘p With
Titus-Miller in Lansing

LANSING, Mich.—Titus-Miller
& Co., members of the Detroit

and Midwest Stock Exchanges, ]

announce that James K. Jessop is
now associated with them as a
registered representative in the
Lansing office, 315 Hollister Build-
ing. Mr. Jessop was formerly with
Moreland & Co. and Donovan-
Gilbert & ‘Co, in Lansing,

Four With C. H. Wagner
(8pccial to THE FINANCIAL CHRONICLE)
NEW ORLEANS, La.—William
B. Canal, Sr.; Charles E. Deich~
mann, Gordon E. Nordgren and
Joseph H. Westbrook have become
affiliated with C, H. Wagner In-

vestment Co., 126 Carondelet St. b
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Securities Salesman’s Corner

By JOHN

DUTTON

Advertising in the Retail Securities Business
(ARTICLE No. 4)

Assuming that we have started
our campaign with an offer of
something valuable and we have
begun to accumulate leads—what
is the next step? Shall we start
right in calling, telephoning and
working these prospects? Shall we
keep on with our advertising after
we have started the ball rolling?
What is the best way to turn the
inquiries we are receiving from
our advertising into customers?

Out of every hundred inquiries
you receive, there are just so
many sales, so many new ac-
counts, so many profitable con-
tacts. A top-notch salesman will
naturally obtain greater results
from a hundred inquiries than a
man who doesn’t know how to sell
but, assuming your men know their
business, there are only a limited
number of sales in every 100
leads. So, in my opinion, the main
driving impetus that will put your
campaign over the top depends
not only upon the effectiveness of
the advertising, but also upon the
way you have sold your own sales
organization, If your men believe
in what you are doing, if they are
in it wholeheartedly, if they are
going to take the names and make
the ecalls, willingly and intelli-
gently, you are going to get some-
where. If they know in advance
that there are going to be some
that are curijosity seekers; people
without funds; those who just like
to answer cards and newspaper
advertisements; and that some of
their calls will be in vain, but that
they will also find a certain num-
ber of sales in every 100 leads
which you assign to them, you’ll
get results,

Assign your leads evenly, keep
new names coming in behind your
men, and insist upon it that the
calls are made, and reports are
turned in. Either the name is sold,
marked good, or fair, or taken off
the list. Give your men protection
on the names and: keep behind
them. Then circularize every name
on your mailing list that is marked
good, or fair, at least-once a month.
Send out a monthly letter, or
market comment, or a philosophy
of sound investment, or offers of
service, but keep sending it out,
regularly and consistently. Hit
your targets over and over again.
Hit them with direct mail, with
newspaper advertising, and keep

your men out making the calls. If
a name isn't sold in” a certain
period, find out why? Don’t let
this thing grow cold—your sales

Prompt Wire Service

FOR BROKERS

To Western

LOS ANGELES ¢ SPOKANE e

force must keep- calling while ypu
are working the mails. .
Now as to institutional adver-
tising. You, can intersperse adver-
tising that will tell your story, be-
tween' your “free offer” ads. You
can put character into your adver-
tising that will identify you as the
outstanding' investment firm ‘in
your community. You can educate
without talking down to anyohe.
You can inject humor without be-
ing trite, You can make people
think of you when they think of
securities but you are going to
have to be different than the other
fellow. You are going to haverto
say things to people that will
cause them to read your ads and
enjoy them, Some years ago I re-
member - a campaign of institu-
tional advertising that was dene
by a dealer in a city in up-state
New York along these lines. %It
didn’t pay at first, but after a few
months the leads began to come
in and people all over the town
were talking about it. BT
Next week I am going to.tell
you about some advertising that
in my opinion fills all the requiye~
ments of the most effective type
of institutional copy. 1

With John Nuveen -
(Special -to THE FINANCIAL Cx-mumcnz)‘_'
LOS ANGELES, Calif—Ngr-
man M. Dahl has been added: to
the staff of John Nuveen & Co.,
Van Nuys Building,

1

Two With Dean Witter

(Special to THE FINANCIAL CHnomcu:)“
LOS ANGELES, Calif. —1A,
Crosby Doe and Otis M. Healy
have become affiliated with Dean
Witter & Co., 623 South Spring

Street, {

)

With J. Earle May |

(Special to Tup FINANCIAL .Cmmmcx.z)

PALO ' ALTO, Calif. — David
Cooper has been added to the

staff of J. Earle May & Co., 801
Bryant Street, :
.

With Dempsey-Tegeler:

(Special to THE FINANCIAL CHRONICLE)
SAN DIEGO, Calif—Glen 'E.
Gilpin has become associated with
Dempsey-Tegeler & Co, Mr, Gil-
pin was formerly with Rewel
Miller & Co. and Walston, Hoff-

3

man & Goodwin, - . :

AND DEALERS
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Linking All Offices

Private Wires

1. A. HOGLE & cO.

Members New York Stock Exchange
and other Principal Exchanges &

50 BROADWAY
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NEW' YORK 5, N. Y.
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* Bank and Insurance Stocks

By H. E. JOHNSON

This. Week—Insurance Stocks-

Because of the position of the Hartford Fire Insurance Co.
within the industry; the annual report of this company is reviewed
with more than the usual interest by investors following the in- .
surance shares, For this reason we .show below certain figures

&and make pertinent comments on operations as presented in the °

annual report of the Hartford

Fire Insurance Company: for 1950.

The parent company showed underwriting-premiums for the
wear of $126,830,810, an increase of $4,712,134 or 3.86% over the

$122,118,676 reported in 1949.

While premiums. earned showed

slmost ‘a corresponding gain, losses and loss expenses were sub-
-stantially higher. The windstorm of November, 1950 was particu-
larly severe and losses experienced from this storm as well as sev-
eral other large losses, were the primary reason for the. increase

in the loss total.

Underwriting expenses showed a small gain and the net result

‘was a decline in the statutory

underwritiiig profit from the $17,-

933,008 reported in 1949 to $7,314,580 for last year.

“The experience of Hartford Accident and Indemnity, Hartford
Fire's principal subsidiary, was generally the same as that of the
parent company. Premium writings increased, losses and expenses
were higher and the gain from underwriting declined.” Consider-
dng the fact, however, that a number of casualty companies expe-
rienced a statutory underwriting loss last year, this showing is

relatively favorable.

Presented below is a summary of the operating statements of
‘Hartford Fire and Hartford Accident and Indemnity Company for

ghe past two years.

000’s Omitted

Underwriting—
Premiums written
Increase in unearned res.

Hartford Fire lnsur;nce
1950 949
$126,831

10,281

Hartford Accid. & Ind,
1950 1949

$120,642° $115,019
4,799 6,297

'$122,119
9,032

Premiums-earned ----
Losses and loss expenses
Underwriting expenses-_
‘Taxes, licenses and fees__

$116,550
59,339
46,113

$113,086

4112
44,027
3,614

$115,844 $108,721
69,522 61,336
40,268 38,070

3,783 3,830 3,549

Total losses and exps. $109,235

$95,353 $113,520 $102,955

Statutory gain before
Federal taxes
Investment—
Net investment income. -
Other income

$7,315

$17,733

6,457
—56

$2,224

4,223
—23

$5,766
3,601
4

7,282
8

Total -income bef.” taxes
Federal income tax.. 1.

$14,605
- 4,378

$24,134
7,651

$6,423
2,001

$9,370
3,562

Net operating income._._
The investment results of

$10,227

$16,484 $4,423 $5,808
both companies were encouraging

with over a.12%. gain reported in each instance. Federal income
taxes were lower, reflecting. primarily the less favorable %under-

writing experience. The final

for the parent.company was down by approximately 37% and for .

the casualty company 24%.

result was that operating income

One -of the interesting features of the Hartford Fire annual
report is the information presented relative to new investments.
For the Hartford Fire Group $88,223,869 was invested last year.
Investments totaling $68,554,259 were called, matured or sold.
Thus there was a net investment of new funds of $19,669,610 for

1950. In 1949 the net investment was $38,539,230.

The breakdown -of ‘the net

purchases into the major classifi-

cations for the two periods was as follows:

U. S. Government securities

Municipals, Canadians and other bonds

Total bonds

Preferred and guaranteed stocks

Common stocks
Total stocks

Total net investments

1950 1949
$5,152,981 $21,038,094
1,579,063 1,446,570

$6,732,044 $22,484,664

$7,399,368 $10,750,785
5,538,198 5,303,781

$12,937,566 $16,054,566
$19,669,610 $38,539,230

As can be seen from th_e above figures a greater proportion of
the available funds were, invested in common stocks last year.
Municipals, Canadian and other bonds also showed an increase.

Prominent among some of

the new investments were sizable

blocks of Deere & Co. preferred, Monsanto Chemical preferred,

United States Steel preferred
preferred. Important common

and West Virginia Pulp & Paper
stock additions included Gulf Oil,

Merck & Company, International Paper, and Weyerhaeuser Timber

Company.

BANK

and

INSURANCE
STOCKS

Laird, Bissell & Meeds

Members New York Curb Exchange
120 BROADWAY, NEW YORK 5, N, Y,
Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49
(I. A, Gibbs, Manager Trading Dept.)
Specialists in Bank Stocks

Members New York Stock Exchange

NATIONAL BANK
of INDIA, LIMITED

Bankers to the Government in
Kenya Colony and Uganda
Head Office: 26, Bishopsgate,
ondon, 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
bonking and exchange business

Trusteeships and Executoiships
also undertaken

bitized for- FRASER

;//fraser.stlouisfed.org/ IR
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 What Investment Policy Now?

inflation; but scare selling never-
theless drove the -Dow-Jones in-
dustrials down into the lower 90s,
more than 60% below their pres-
ent levels.

‘War Risk a Good: Calculated Risk

' The threat of war and *inci-
dents” is a calculated risk that the
holder of common stocks is justi-
fied in assuming at this time;
but it does suggest carrying at
léast a moderate reserve of cash
and government bonds in the
common stock portfolio against

~ this contingency, provided ‘the

investor will have the courage to
employ this reserve in the course
of war-scare breaks.

A second debit item in our bal-
ance sheet is the probability of a
business recession over the nearer

term attendant upon conversion’

of our resources from a peace to
a ‘war economy. There-is some
apprehension -over the disloca-
tions incident to successfully
meshing. cutbacks in civilian pro-
duction with still very laggard
armament orders. There is a fairly
widespread belief that business
since Korea has been borrowing
from the future, in.the sense that
consumers . and distributors have

© been anticipating their needs and

accumulating inventories. This is

“. reflected dramatically in the steep

rise in business inventories and
loans over the past six months.
The present levels of inventories
in 1948 preceded the slump of
1949; but prospective critical
shortages would appear to rule
out a repetition of this experience.
Another factor contributing to the
expectation of a business reces-
sion is the imposition of regula-
tions W and X relating to the fi-
nancing of automobiles and resi-
dential construction. Running con-
currently with.this decline in de-
-mand, and of greater probable
significance, is the propective
slump in production - resulting
from materials shortage or allo-
cations, particularly as related to
metals, which may result in a de-
cline in residential building and
automobile output as much as
50% below . 1950 in the second
half of this year, The ultimate
bottleneck to expanded produc-
tion is the shortage of labor; but
the immediate bottleneck and the
chief depressing influence in this
transitional period is the shortage
of metals, the non-essential uses
of which have already been cut-
back severely.

However, this shortage of metals
is relative to the high 1950 de-
mand; and supplies of most stra-
tegic metals available for civilian
use for some time to come prom-
ise to equal the average consump-
tion of a fairly good business year
of the past. The full utilization of
these relatively large supplies of
metals should permit the mesh
between declining civilian and
rising arms production to take
place without drastic dislocations
of employment and production.

No Inventory Liquidation

‘While the shift of resources and
labor will not be accomplished
without some temporary decline
in overall economic activity, this
decline should be of moderate
dimensions. We have already’ in
the past made transitions from
peace to war and back, without
serious dislocations, giving proof
of the resiliency of our economy.
Moreover, in view of the long
run outlook, there is no reason

for expecting a period of in--

ventory liquidation.

The" heavy consumets durable
goods industries will suffer sharp
materials cutbacks but they can
operate at a satisfactory rate for
some time on present inventories
and available materials, and they
will later be the recipients of a
large volume of defense business.

The automobile industry in the

last war. was the principal . pro-

‘ducer of armaments; and the con-
struction. industry. will be but-

. tressed. by. a .large: volume .of

maintenance and defense business.
A three billion dollar defense
housing program has already been
announced. Hence, the overall de-
cline in ‘building - activity & will
probably not exceed 20% as com-
pared -with the boom year 1950. I
believe the market has been-ex-
cessively pessimistic ‘in - its ap-
praisal of the building stocks.

A further sustaining . factorof.
major importance in this conver-
sion period. is the -prospective
record-breaking . expenditure for
plant ‘and equipment in the first
half of 1951.

In short, the. coming business
recession.should be. of so limited
dimensions and duration as to be
without  significance -so far as
common stock investment policy
is concerned, especially if viewed
in the light of the longer term
outlook.

The Credit Side.

This. brings us.to the first im-
portant item on the credit side of
our balance sheet, as-a contra to
the foregoing, namely, the pros-=
pect of a high level of industrial
production for the duration of the
defense  effort. Our urgent de-
fense needs virtually.insure a full
utilization  of ‘our material and
manpower- resources for several
years to come and provide insur-
ance against depression. It is
probable, for instance, that the
Federal Reserve Board -index of
industrial production which stood
at 215 at the end of 1950 and
which conceivably could slump to
200 over the nearer term, should
reach a level of 225 by the end of
this year. Despite the imposition
of controls, a further  rise in
wholesale commodity prices of 5
to 6% may be envisioned. ' This
level of physical production and
prices should produce a gross na-
tional product of about $320 bil-
lion as compared with about $290
billion at the end of 1950, accom-
panied by a substantial increase
in disposable personal income and
savings, even after the applica-
tion of higher taxes. .

The prospective shortages of
consumers: durables and the  in-
crease in disposable personal in-
come suggest boom conditions for
the manufacturers and retailers of
soft goods and should place the
stocks of these groups high on the
list of favored investments.

Confirmation of the prospect of
a sustained high rate of industrial
production for a considerable pe-
riod ahead is to be found in our
index of incoming orders, which
within. the past six months
reached a level exceeding the
peak of World War II. Incoming
orders and unfilled order back-
logs are currently at very high
levels, )

The virtual assurance of the ab-
sence of a depression for several
years ahead and the consequent
probable maintenance of rela-
tively high.and stable. earnings,
despite the impact of higher taxes
and the possible contraction of
profit margins incident to. price
controls and defense contract re-
negotiation, are factors of major
significance -in the appraisal of
common stock values. For a num-
ber of years past, common stock
prices have represented an ab-
normally low rate. of capitaliza-
tion of earnings, because we have
looked upon those earnings with a
jaundiced eye, regarding them as
a ‘manifestation of temporary
boom conditions. We have “had
our sights fixed steadily on the
“coming recession.” Now, if we
are to conclude that the recession
will not come for some time ahead
and if excess profits taxes serve to
put a floor under as well as a

ceiling ‘over earnings; we may feel -~

justified in paying a higher mule
tiple .of: earnings and dividends
than we have for some time past. -

The- Post-Armament Cushion of

Consumer Demand
- To be sure, this: rearmament
‘boom will not . last forever, In-
deed, it will' not last nearly ag
long as some people now suppose,
We should be able to fill our ar-
senal within- a:-period of two
years; and thereafter major des
fense expenditures. should be for
the maintenance of ‘the 'militatry
establishment and ‘the .develop~
ment- of  new. -and improved
weapons. This .avould mean a
sharp cutback in the mass pro-
duction industries. ‘However, by
then, - these industries should
have-the support of a cushion of
deferred- demand for consumers
durables. We . are assured of a
high volume of production: for a
considerable period ahead. The
major question -perplexing the
common stock investor is how
heavily . taxes and controls will
bite into. profits.

Our scrutiny -of -the balance
sheet of investment-policy reveals
a third debit item, namely, the ab-
solute’ ‘level 'of common :stock
prices. ‘Historically, the market is
very high. It has never been
higher, ‘except ‘for one brief pe-
riod from 1928 to 1930; and, since
the 1929 debacle, ‘we have' re-
garded the 'price level of that la«
mented new-era as fantastic. The
Dow-Jones. industrial average is
now within about 20% of its av-
erage -level -in .1929. From the
1929 high to ‘the 1932 low the
market declined more than 80%.
This is a sobering reflection which
should ‘serve to dampen specula-<
tive expectancies.

_ The Dollar Factor

The contra item on the credit
side of our-trial ‘balance is 'the
relative level of common stock
prices in terms of ‘the purchasing
power of the dollar, as contrasted
with the admittedly high absolute
level. We have been in a long-
term inflationary trend since 1933 -
and a further significant decline
in the value of the dollar appears
to lie ahead as the product of our
all-out defense effort, despite the
various anti-inflationary measures
which may accompany it. The
supply of money has about treb-
led since 1939, far exceeding the
increase in the ‘production. of
goods. Consequently a significant
rise has taken place in commod-
ity prices. The USBLS index -of
wholesale commodity - prices rose
133% from August, 1939, to De-
cember, 1950; and the more vola~
tile index of sensitive raw materi-
als prices rose 285%. As evidence
of the sharp acceleration of infla«
tionary trends following Korea, it
may be moted that this sensitive
index rose 45% in the brief pe~
riod between June, 1950 and Jan-
uary, 1951, The sluggish, some-
what unrealistic:index of the cost
of living rose 77% between Au-
gust, 1939 and December, 1950.

In terms of the cost of living
index the dollar may be said to
be worth about 56 cents currently
as related to its 1939 purchasing
power. As a -practical matter it
is worth less. Expressed in terms
of 1939 dollars derived from the
cost of living index, the Dow-

-Jones Industrials are currently

selling at the equivalent of about
140, The average or so-called
“normal” level of this index in
the prewar period 1935-1939 was
about 150.

I am not suggesting that there
is an exact mathematical -rela~
tionship of stock prices to com-
modity prices. Stock prices in
the long run represent a capitali-
zation of earnings at a rate deter-
mined by the prevailing level of
interest rates. But I am empha-
sizing that even at current histor-
ically high absolute levels com-
mon stocks are one of the few

elements in our éc’onomy_wl‘xich
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do not reflect fully the decline in
the value of the dollar.

Creeping Inflation Inevitable

Under the conditions of a. war
economy, namely an ‘expanding
.money supply and a contracting
supply of goods available for ci-
vilian consumption, a further rise
in commodity prices, that is a
further 'decline in the value of
the dollar, appears inevitable. It
is simply a question of degree.
There’ are those who envision an
uncontrollable currency  inflation
of the Continental European type

setting in eventually. Short of a“

long,  exhausting all-out war, I
regard these fears-as unfounded.
I base - this' belief on the rugged
health of our economy stemming
from a prodigious and growing
productive capacity. I . believe,
however, that ‘we face a .period
of creeping inflation- and-steady
decline in the purchasing power
of the dollar at a-rate of 3 to 5%
a year, despite such anti-inflation-
ary restraints as we may.impose.
Measures so drastic as to halt. in-
flation in its tracks are not: fea-
sible either poltically or econom-
ically.

. -While wage and price controls
that function may be necessary
as serving the purpose of tempo-
rarily restraining price rises until
more effective measures can be
applied, it cannot be too strongly
emphasized that these devices are
ineffectual since they deal with
the symptoms and not the causes
of inflation. Indeed, in the long
run, they will aggravate the con-
dition they seek to remedy.

The effective measures to re-
strain inflation are these:

(1) A drastic cut in all gov-
ernment non-defense  expendi-
tures. The politicians should
share the sacrifices they are call-
ing on us to make.

(2) Exercise of care and pru-
dence in defense spending.

(3) Higher taxes. In this con-
nection the nature and incidence
of taxation are important. Cor-
porate taxes are anti-inflationary
only in the sense that they pro-
vide revenues to reduce budget
deficits. Otherwise they are in-
flationary, as they can ordinarily
be passed on. Excess profits taxes
cannot be passed on and are anti-
inflationary if not too high. Oth-
erwise they lead to corporate ex-
travagance and defeat their own
purpose. Personal income taxes
are effective to the degree that
they reduce personal expendi-
tures; but they are essentially a
tax on savings. Excise taxes, as
a levy on spending, are a more
effective instrument of inflation
control.

(4) Hence the fourth basic ele-
ment of -inflation control is even
more important than taxation,
namely strong inducements to
save. This involves among other
things the modification, jif not
* abandonment, of cheap. money
policies and the establishment of
higher interest rates. Other ma-
jor anti-inflationary measures are
qualitative credit controls that do
not limit essential  increases in
productive capacity and avoid-
ance, so far as possible, of mone-
tizing the budget deficit through
sale of government bonds to the
commercial banks.

Inflation Frozen Into Our
Economy

How far we shall proceed with
effective inflation controls is con-
jectural; but the investor must
accept as a major premise of his
investment policy the fact that
a large element of inflation is
already frozen into our economy
and the probability that inflation-
ary trends will continue under
the conditions of a war economy.
I have put inflation on the credit
side of our ledger in the audit of
common stock investment policy.
This is not to suggest that I re-
gard inflation as good. I do not,
of course. It is an unmitigated
evil for almost everyone. But it

is to suggest that in our present
social framework common stocks
provide almost the only means
available to the average investor
to protect himself at least in part
against the ravages of this evil.

Prospective Lower Earnings

The fourth and final item on the
debit side of our trial balance is
the prospect of lower corporate
earnings in 1951, resulting from
controls and higher taxes. A
quick freeze on prices has already
been. announced. This in itself is
not apt to affect general corporate
earnings materially; but it is obvi-
ously a temporary stop-gap. The
extent to which the subsequent
refinement of price controls af-
fects profit margins in general and
those of individual industries in
particular will have to be scruti-
nized diligently. by the investment
analyst. Among the controls im-
posed or to be imposed, those
which - will- have  an. immediate
effect on volume and earnings re-
late to allocation of scarce and
strategic materials. The cutback
of these for civilian use will
strike with uneven impact on
various industries.. Some, which
employ these materials and which
are unable to find substitutes or to
convert to armaments production,
will suffer severe curtailment of
sales and earnings. It is-in this
connection among others that in-
formed and careful selection of
common stocks will pay a pre-
mium,

The impact of taxation is of
course general, as it relates to the
straight corporate tax; but it is
uneven in the incidence of excess
profits taxes. In respect to the
latter, the railroads, utilities and
airlines occupy relatively shel-
tered positions.

We have made a careful pro-
jection of corporafe earnings in
1951 under present tax provisions
including a 47% corporate rate, a
7% excess profits tax and a
maximum overall rate of 62%. It
is our conclusion that under pres-
ent conditions overall corporate
earnings before taxes should ex-
ceed those of last year; but that
current corporate tax rates should
reduce net earnings after taxes by
approximately 16%. Another in-
crease in corporate taxes this year
will of course reduce these earn-
ings further, to say nothing of the
effects of subsequent price con-
trols and materials allocation. As
we know, President Truman has
already recommended an increase
in the corporate tax rate from
47% to 55% but has made no ref-
erence so far as I know to an in-
crease in the 62% ceiling. Under
this formula .those industries
which are already subject to the
maximum rate of 62%, such as
steel, will be unaffected. Those
which are relatively sheltered
from excess profits taxes but
which are not in a position to pass
tax increases on except with .a
considerable lag, if at all, such as
the utilities, may experience an
earnings decline. The extent to
which Congress will follow these
presidential recommendations is
now in the realm of conjecture,

The Existing Low Price-Earnings
Ratios

Price earnings rations are now
and have been for some time past
abnormally low. Net earnings per
share of the Dow-Jones Indus-
trials are estimated at over $29 in
1950 and dividends at about $15.
At its 1950 year-end level the in-
dustrial average was selling at
only about 8 times earnings of
that year and was providing a
yield of almost 6159% based on
1950 dividends. Even at its cur-
rent level this average is only
8.8 times 1950 earnings and yields
almost 6% on- 1950 dividends.
Current price earnings ratios are
still substantially below normal
experience in the past.

We should be warned, however,
that in the analysis of the stock
market nothing is apt to be more
misleading than price-earnings

ratios. The average price level of
the Dow-Jones Industrials in 1929
was equal to about 15 times net
earnings of that year—about a
normal ration. This did not pre-
vent stock prices from plummet-
ing 80% in the next three years.
The price-earnings ratio was
normal, but the important element
of the equation was not; namely,
the earnings, since these were the
product of a boom that terminated
with a crash.

The offsetting credit item in our
trial balance is to be found in the
nature and- durability of current
corporate earnings. In the first
place these earnings, as related to
the value of the dollar in which
they are expressed, or, more im-
portant, as related to the invested
capital from which they derive,
cannot be said to be abnormally
high. Moreover,; as' we have. seen,
under the - economic ' conditions
which appear to. lie ahead over
the next several years, corporate
earnings, though lower than those
of 1950, should nevertheless be
maintained at satisfactory rates as
related to the current levels of
common stock prices.

If, in line with our.forecast of
corporate earnings for this year,
the earnings of the Dow-Jones In-
dustrials should decline from al-
most - $30 per share in 1950 to
about $25 per share, the price-
earnings ratio based on' current
prices would still be only about
ten times or well below the
normal relationship of the past.
Moreover it is important to ap-
praise common stock prices in re-
lation to yields afforded by cur-
rent dividends as compared with
the Jong-term interest rate as
measured by the yields of high
grade bonds.

We maintain a so-called index
of confidence which expresses the
ratio of the yield of Moody’s 200
common stocks to the yield of
Moody’s AAA corporate bonds. At
the end of:1950. this -index stood
at'2.46, ie., the yield afforded by
representative common stocks was
almost 2% times the yield of high
grade- bonds. There have been
only two brief-periods in the his-
tory of the market when this
ratio has been higher, namely in
1940 following Dunkirk and 1942
after Pearl Harbor. In 1929 com-
mon stock yields were only 62%
of high grade bond yields and the
average relationship of the past
20 years has been about 1% to 1.
It dividends should decline this
year in line with our earnings
forecast, the yield of common
stocks at present: prices would
still’ be" high ‘at about twice the
vield of high grade bonds. As-
suming present levels of stock
prices  and long-term interest
rates, dividends would have to
decline 40% from the 1950 rate to
reduce common stock yields to a
normal relationship to high grade
bond yields. On this basis the
market may be said to be making
ample allowance for the decline in
corporate earnings and dividends
that may occur -in the course of
the high rate of industrial produc-
tion and under the impact of the
taxation and controls of a war
economy.

Summary

The market is historically high
and the prospect is for lower
corporate earnings. I am not pre-
pared to make any market pre=-
dictions, and I have no extrava-
gant expectations as to the profits
in common stock investment at
this time, though a more violent
inflation than I now contemplate
could cause prices to soar. On the
other hand we cannot rule out
the adverse market impact of re-
curring war scares. These are the
risks. As against this the present
circumstances of a war economy
virtually insure against the onset
of depression for an indefinite pe-
riod ahead and guarantee a sus-
tained high level of industrial ac-
tivity  from which corporations
should derive a level of earnings
and pay a rate of dividends which

relation to current common stock
prices and long-term interest
rates. Beyond this, common stocks
provide a tested hedge against
further inflation, a protection for
which the investor is paying no
undue premium on the basis of
current yields.

Each individual, depending. on
his judgment and temperament,
will derive from this audit his
own conclusion as to investment
policy. Mine is, that under these
circumstances, the prudent and
conservative investor should be
holding at least 50% -of his in-
vestable funds in good common
stocks at this time. -

These common stocks must be-

selected with great care to make
certain that they -are closely
geared to the conditions of a war
economy which lie ahead. Dur-
ing the past six months, in the
Administration of the portfolios of
our investment companies, .we
have placed major emphasis on
oils, rails, steels, non-ferrous met-
als and merchandising groups;
and we have given careful con-
sideration to the stocks of other
manufacturers, particularly those
producing materials handling and
other labor saving equipment, as
we. are convinced that the major
bottleneck of production in the
period ahead is the scarcity of
labor.

No man’s judgment is infallible.
The surest protection against our
own errors of selection is broad
diversification of common stock
holdings which will serve to min-
imize the effects of these errors.
And, finally, in these dynamic
times our carefully selected,
broadly diversified portfolio of
common stocks must have con-

stant, informed, vigilant super-
vision to adapt it to changing
circumstances. Following Korea,
for instance, which changed the
whole \economic prospect, we un-

©45) I

dertook promptly an extensivd
revision of our portfolios.

This is the trinity — selection,
diversification, supervision. Thesa
are the cardinal prerequisites o
satisfactory common stock invest=
ment experience.

Ghemical Fund, Elecls
Francis S. Williams

Chemical Fund, Inc. announcep
that Francis S. Williams has been
elected Executive Vice-President
of the Fund. He has been assg-

4 ciated with
the Fund since
its  inceptiom
in 1938 .and
became a.
Vice-Presi- |
dent in 1942.

Born in Bos.»

ton, Mr. Wil«

liams gradu-

ated from

Harvard Uni-~

versity in 1922

and from

the Harvard

Busines s

Francis S. Williams  School in 1923,

He gained ex~

perience early in his business ca<

reer in the textile, metal and mer-

chandising fields and later becamec

associated with The Old Colony
Trust Co, in Boston.

In 1932 Mr. Williams joined the
staff of F. Eberstadt & Co. Inc.,
sponsors of Chemical Fund.

Cantor, Fitzgerald Adds

(Special to THE FINANCIAL CHRONICLE)

BEVERLY HILLS, Calif —Leon-
ard E. Fielder and Earl D. Van
Keuren have been added to the
staff of Cantor, Fitzgerald &:
Co., Inc., 224 North Canon Drive.
Mr. Van Keuren was formerly
with King Merritt & Co., Inc.
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Continued from first page'

“As We See It

her satellites, could scarcely be said to be enthusiastic

" about what we have been saying and doing. It may be

an exaggeration to assert that through our very aggressive-
ness we may presently find ourselves in a position of be-
ing obliged to defend the very “Fortress Americg” 'whlch
Governor Dewey finds so untenable, but certain it is that

" we cannot afford to ignore the danger that some such

state of affairs may presently come into being. With almost
every breath the leaders of what is now known as our
internationalism shout their claim that it is essential that
we take a position of “leadership.” But leadership implies
a following and we should be imprudent indeed if we did

_not keep constantly alert to the possibility that we may

become leaders without important followers.
“Bold” Leadership

It is commonly asserted that leadership to be effective
—i.e., to attract and hold followers—must be “bold” or
“courageous” or without thought of “appeasement,” or
“strong” or some other such adjective. Of course, timidity
rarely attracts followings, but it is also quite possible to
lose followers by ill-considered fool-hardiness or steps
which are almost foredoomed to misunderstanding. There
can be no question that our foreign policy has in the past
been quite vacillating and equivocal. For that there can
be no excuse. Such vacillation may well be in part respon-
sible for the situation in which we find ourselves at the
moment. There are, however, certain other factors which
in their historical setting are vital, or so we think, and are
today being grievously overlooked and neglected.

Let us think of these things for a moment in this way.
Whatever we may say or think about our own might, or
whatever may be the effect of our possession of great mili-
tary strength, real peace, abiding peace in the world de-
pends in no small part upon what the people of India,
China, Malaya, Burma, and the various other lands in the
East, think of us and our intentions. Now what they think
our real plans are depends not only, not even chiefly, upon
what we say or how we say it, but how our actions are in-
terpreted in light of their centuries-long experience with
Western powers. It is true that prior to World War II we
did not, with the exception of the Philippines and a few
scattered small islands in the.Pacific, show much interest
in interfering with or exploiting the Asiatic world. But
rightly or wrongly, there has been a drastic change in all
this since 1941, and that change has been simultaneous
with an obviously altered attitude toward the remainder
of the world and a much more aggressive spirit.

Now let it not be forgotten that the experience of all
these nations and all these peoples with the Western
powers has for centuries been anything but conducive to

‘ready belief of our protestations of lack of interest in what

is usually termed imperialistic ambitions of any sort.
When they see us entrenched in the Philippines, on almost
numberless Pacific islands, and (for the moment at least)
intent upon Formosa, to say nothing of Okinawa, and hear
us talk about insisting upon permanent occupation or at
the very least powerful military bases at these various
points, we can hardly be surprised that the Chinese and
the others are inclined to interpret all this in light of what
they have suffered from the imperialism of white men
through the centuries.

American “Imperialism”

It is hardly surprising, therefore, that it has been so
easy for Communists to build up a case against American
“imperialism” in the East as an outgrowth of our opera-
tions in Korea. It is still less surprising when it is recalled
that we have regularly been maneuvered into the position
of supporting regimes which left a good deal to be desired.
To understand fully our failure to impress many of these
peoples we must also remember that the concepts and the

- traditions of “democracy,” which are by-words with us, are

wholly foreign to most of these Orientals. To us what they
(and the Russians) call democracy is plain and simple
tyranny; to them what we call democracy is likely to
appear aggrandizement and exploitation. To many . Asi-

atics, therefore, our insistence upon control of the ap- -

proaches to Asia is about what Russia’s control of the ap-
proaches to our own homeland would be to us. .

What the Kremlin Thinks

It would be difficult, really, to be certain what the
actual views of the Kremlin about all this are. It asserts
that it is in need of looking constantly to its defenses
against aggression by or aggression inspired by the United
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States. It is true, of course, that we have Alaska and are
fortifying it. It is true that we have arranged bases
wherever we could throughout the Atlantic area, and have
others located in a sort of giant circle about Russia. It is
true, of course, that we vigorously are urging Western
Europe to arm to defend against Russian attacks. It is
true that Russia has historically thought in terms of expan-
sion and imperialism; and so have most European coun-
tries at one time or another. It is true that most of the
Western countries have been traditionally hostile to Soviet
Russia. Despite all this it is difficult for most of us to
believe that the Kremlin is really afraid of attack.:: .

But that is not' quite the point. There is a suspicion
that Russia, either for fear of attack or using pretended
fear as an excuse, might not need much provocation for
attacking Western Europe. There is doubt of the efficacy
of meeting Russian belligerence with American belliger-
ence. Such doubts are at the bottom of European hesitancy.

It would help if we could get an occasional glimpse of
ourselves as we appear to the rest of the world.

Continued from page 7

“Are We Falling

man, Acheson, Tobin, et al,, I
would be interested in hearing
about it.
Ed #
H. D. IVEY

President, Citizens National Trust
& Savings Bank of Los Angeles,
California

There are so many aspects to
the present situation, so much that
a layman never hears about, that
it seems difficult and certainly
unwise to express an opinion.

(1) Some of us, I think, would
approach the problem by sug-
gesting the reduction of govern-
ment expenses—City, State, and
Federal; and I mean reduction.

(2) Put a stop to all outlays of
money for any project which is

not vitally necessary at the mo-.

ment.

(3) Exert every effort to control
inflation, no matter how much' it

hurts—and provided the hurt is

evenly distributed.

(4) I shall not express an opin-
ion for or against anyone, but if
those who lead us and determine
our policies, both at home and
abroad, do not know their busi-
ness and the people believe that
they do not—then we are indeed
in trouble.

# Ed #”

0. J. LACY

President, California-Western
States Life Insurance Company,
Sacramento 4, Calif.

Dr, Melchior Palyi’s article ap-
pears to bear out the statements
made by Brigadier General Bon-
ner Fellers (retired) at the Life
Insurance Agency .Management
Association meeting in Chicago,
Nov. 16. and Admiral Zacharias’
address to the National Associa-
tion of Manufacturers in New
York City early in Deécember,
Both felt that we should develop
our various destructive bombs,
large, fast planes with great cruis-
ing radius to deliver them, and
establish National defenses behind
bristling radar warning systems
to protect our own country,

Both felt we didn’t have a
Chinaman's chance against Russia
with an army in Western Europe.

% & £

R. S. REYNOLDS

Chairman of the Board, Reynolds

Metals Company, Richmond,

: Virginia

I feel that as long as the earth
is divided between Creative Minds
and Criminal Minds, the Creative
Minds seeking, at all times, to
enrich the world and its popula-
tion—the other to destroy it—we
must be prepared for battle. I am
happy that our Government,
through General Eisenhower, is
now awakening the population of

 History’s-Greatest Trap?”’

this great nation to the fact that
if we fail to prepare, we cannot

survive, X
* % E3

C. B. ROBINSON
‘Georges Mills, N. H.'

I largely agree with what Mr.
Palyi says. In no great war has it
been possible to tnake all impor-
tant points secure. I agree with
Mr. Hoover entirely the will to
resist has almost as much to do
with  success as the means. We
have to consider, however, that
we have an ignorant, buraucratic
and chaotic "government, riddled
with subversive influences. This
condition must be dealt with be-
fore we are our real selves.

* # %

A. S. RODGERS

President, White Sewing Machine
Corporation, Cleveland 1, Ohio

I am in the fullest agreement.

with practically everything Dr.
Palyi has said. His reasoning is
so clear that one cannot fail to
understand and appreciate just
exactly what he means. We could
very  well be playing into the
hands of the common enemy with-
out realizing. it by having our
spending program so far out of
balance with the maintenance of
the home economy. This whole ar-
ticle is a very rational, common
sense expression of the position
we may well find ourselves in if
we continue on our present pro-
gram. “Are We Falling Into His-
tory’s Greatest Trap?” might well
be the spark to stimulate Ameri-
cans into thinking along straight
lines.
A % #* Ed

V. H. ROSSETTI

President, The Farmers and
Merchants National Bank of
Los Angeles, Calif,

I substantially subscribe to the
expressed views of Dr, Melchoir
Palyi; but. I might add that, try
as I will, I cannot find justifica-
tion for the tremendous amount of
our outlays in the furtherance of
the Marshall Plan, for the reason
that I have not been able to dis-
cern the attainment of an iota of
its objectives, namely, the sup-
pression and preclusion of the
march of communism, particular-
ly, when I sense our continued re-
lationship with Russia and her
satellites, and the apparent growth
in most all ‘other areas, which, as

I sense it, lends itself to an an-

nihilation of our own economy.
Witness, a marked increase in the
gold reserves of those recipients
of our Marshall Plan contribu-
tions—specifically, an increase in
those of Great Britain in the past
year from a low of $1,300,000,000

to the present amount of $3,300,-
000,000, and a decrease in our
holdings for last year of $1,700,«
000,0Q0. .
Likéwise, I am at a loss to sub-

scribe to our policy  with respect,

to the Korean situation, with the

attendant reported casualties,’
which have and continue to over-.

take our youth, to 'say nothing

about the extremity of our ex-.

pense outlays, with adverse re-

flections on our whole economy. .

One cannot conclude but that a .

very serious economic. situation

confronts our country.at this time.
* % % #

W. A. THOMPSON

Chairman of the Board,
Seaboard Finance Company,

Los Angeles 15, California

I was very much interested in
the views expressed by Dr. Mel-

chior Palyi in his article appear-"

ing in the “Chronicle.”

-1 thoroughly agree with: many :
of the views expressed.by Dr.:
Palyi, but believe that.we should -
have a well trained Army of ap-:

proximately . 3,500,000,

some™ of '

whom should be sent -to Europe, -
chiefly, because they ‘were pro-
mised and if this promise is not:
kept, I believe it would cause con- :

siderable harm. -

The Navy and Air Force should -
be enlarged and improved, but ..
not to the extent that would be .

required if we attempted to police

the world. We have neither the -

resources or the manpower to .

adequately do the job, nor do I .

Russia.
On the above basis after a
couple of years of preparation,

‘believe it necessary to contain .

which again would only be cor- ,
recting a mistake of the past, .

namely, almost total disarmament

after the termination of fighting *

in the recent war, the country
could return to a more normal life
and at a cost that we can reason-
ably expect to pay. X

We would not fall into a trap
and we and our Allies would be
sufficiently strong to continually
impress Russia that a quick vic=

tory was not possible in the future -
more than it is today. Probably of '
equal or greater importance would -

be to have a foreign policy that
the country could unite behind,

to.

WILLIAM F. WYMAN

President, Central Maine Power
Company,

Augusta, Maine
I feel that we should not over-

clearly stated, and firmly adhered

look the absolute necessity of .

keeping this country’s internal
economy strong.. Unless this is

:

done whether we have a war with |
other countries will not make too :

much difference. . -

With Waddell & Reed

(Special to THE FINANCIAL CHRONICLE)

KANSAS CITY, Mo.—Joe D.
Cash is with Waddell & Reed,
Inc., 1012 Baltimore Avenue,

Joins Stix Staff

(Special to THE FINANCIAL CHRONICLE)

ST. LOUIS, Mo.—Robert E. -
Mendelson has joined the staff of :

Stix & Co., 509 Olive Street,
members of the Midwest Stock
Exchange. He was formerly with
Henry, Franc & Co.

Joins Waddell & Reed

(Special to Tue FINanciAL CHRONICLE)

LINCOLN, Neb.—Bert Dickey, -
Albert H. Mettenbrink and An- .
drew J. Duerr are now with .

Waddell & Reed, Inc., Barkley
Building.

Halsey Company
(Spec:al to THE FINANCIAL CHRONICLE)
DOBBS FERRY, N. Y.—Shef-
field J. Halsey is engaging in an
investment business from offices
at 62 Livingston Avenue, under
the firm name of The Halsey Co.
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Selecling Industrial
S Preferred Stocks -

market prices, with the range of
. yield fluctuations only moderately
greater than that for the longest

" term high grade bonds. This is,

" of course, a description of good
quality ' preferred stocks; it ex-
cludes volatile issues in which
trading must be timed to antici-
_pate changes in business activity
and profits.
It is difficult to de‘ermine the
. exact size of the field from which
a selection is to be made. There
- are a great many small, closely
' held issues of no interest to the
- average investor. Perhaps total
. listings on the New York Stock
. Exchange are as good a' meastire

. as any conveniently at hand. On

. Nov. 30, 1950, the market vaiue
- of 321 different issues was just
. over $5.4 billion. ‘While listed in-
dustrial common- stocks had - a
' value of some $64 billion, bonds of
. industrial corporations listed on
. the Exchange had a value of only
i $2.4 billion, and the par value ‘of
. industrial bonds on the New York
i Legal List amounted to less than
. $1.1 billioni.” We have, therefore,
;- a- relatively "important field -for
investors: a field which has been
growing in recent years. In the
,last decade, listed bonds.increased
* in volume by only $400 million,
- while the market value of listed
“preferred stocks increased by more
- than $1.5 billion. Total industrial
- debt increased more rapidly, but
the issues freely available to all
- investors did not.
‘A useful -thought to bear in
- mind at the outset is that over a
- long period of years only about
- one-third of the new issues have
- proved satisfactory  investments.
+ Losses have certainly been far
greater than in industrial bonds,
" However, these bad experiences
‘ should not be permitted to frighten
' us away from the large volume of
seasoned issues which have given
“an excellent performance over a
. long period of years. The record
- is clear that by the proper selec-
“ tion and timing of purchases, en-
‘ tirely satisfactory.investment ex-
' periences can be obtained. Our
 discussion today is devoted to the
* question of selection, -

The Nature of Preferred Stocks

Industrial preferred siocks are
_relatively complex instruments
- and they are found in infinite va-
- rieties. However, there are certain
- common characteristics and stand-
tard  provisions  which indicate
- some of the reasons why poor

selections can result in heavy
- losses.

A Preferential Claim: The holder

" of preferred stock has a claim on
- assets and earnings which is pref-
" erential to the claims of the holder
-of common. stock ' and nothing
. more. He is still a part owner of
the corporation, rather than a

. creditor, and the peculiar weak-
nesses of -preferred stocks can be
. traced largely to this fact. A pre-
- ferred stock is essentially a’com-
: promise between.the issuing cor-
" poration and this particular class
" of stockholder. The, stockholder
“'wants a be ter rate of return than
that obtainable from bonds, yet-he
seeks tp escape the irregularity of
- dividends characteristic of com-

" mon stocks. The corporation, on.

* the other hand, seeks to obtain
¢ additional capital without build-
“ing up potentially "embarrassing
- fixed charges and maturities or
- diluting unduly the common stock
equity, Out of the years of bar-
- gaining between corporations and
" investors several distinctive fea-
- tures of indus rial preferred stocks
- have evolved which deserve brief
i comment.

Dividend Preference: Investors
. have insisted upon and almost in-
variably obtained the provision’

that dividends be cumulative; i.e.,
any dividends omitted in the past

‘must be paid up before any pay-

ments are made on junior securi-
ties. In the decade of depression
from 1931 through 1940, just under
41% of the issues of general mar-
ket interest paid their dividends
promptly when due. Because this
was a severe test period, it brought
out very clearly the fact -that
preferential dividends are not too
much betier protected than com-
mon dividends. During the early
1930’s in almost half of the cases
where common dividends were
passed, preferred dividends were
omitted in less than a year. It
has also been true that arrears
have been paid up in cash in less
than a majority of the cases. Re-
capitalization settlements of ar-
rears have seldom been generous
because the bargaining position of
the preferred is usually weak rela-
tive to the common stock. In most
cases, .the preferred stockholders
have to give up something in or-

der to. obtain the favorable votes

of the common  stockholders.

Conversion Features: Since "it
appears that there are plenty of
opportunities for losses in indus-
trial preferred stocks, the question
naturally arises as to profil pus-
sibilities through conversion fea-
iures and stock purchase warrants,
In perhaps one case out of ihree,
‘the issuer offers a call on the
common stock either in order to
obtain a lower dividend rate or
to give some needed appeal to in-
vestors. The record is clear, how-
ever, that only a small minority
of convertible issues ever really
show substantial appreciation,
especially in the more stable and
mature industries. ‘Generally
speaking, if the conversion fea-
ture does not produce a substan-
tial profit within two or three
years, it probably never will.

Purchase Funds: In recent years,
preferential purchase funds (usu-
ally described by the misleading
term ‘‘sinking funds”) are being
more frequently, provided. ' They
are present in about one out of
four industrial issues. There has
probably been overemphasis on
retirement provisions of this kind
in the effort to make preferred
stocks more closely resemble
bonds, so that they will have
greater appeal to ' institutional
investors. Nevertheless, very real
long-range protection is often to.
be found in a retirement fund.
It is an especially desirable pro-
vision in the case of companies
not having growth characteristics.
Because it is not.in any sense a
contractual sinking fund, how-
ever, the purchase or retirement
fund- should not be accepted as. a
substitute for evidence of basic
strength. ;

Asset Preference: . In industrial
securities especially, earning
power is the all-important con-
sideration because assets have
relatively little -value apart from
their capacity to produce profits.
A preference as to assets is not
very important, therefore, except
as protection in a reorganization
or a recapitalization, The fixed
preference of par value (or a
stated figure in the case of no
par stock)  plus accumulated
dividends is apt to receive reason-
ably fair consideration and forms
the basis for any proceedings to
exercise the right of appraisal.
What about the 7% noncallable
stocks currently selling at around
183, but having a preference as to
assets of only $100 per share?
This is a rather complicated
question, involving a number of
special considerations. Because
the comparative yields on high
premium issues is such a factor, I

-acteristics and prospects.

shall defer dealing with this par-
ticular question until next month’s
discussion of markets and price
relationships.
Summary: Because of the in-
herent weaknesses of a preferen-
‘tialselaim, as contrasted with the
contractual claim of the bond-
holder, it is important to have a
few basic protective provisions.
Most of the following should be
obtained by the investor:

(1) - Cumulative preferential
diviuends.

(2) A cumulative annual pur-
chase tund of 2% or more of the
largest amount of stock outstand-
mg at any time.

(3) Preference as to assets of
par plus accumulated dividends
n involuntary liquidation and the
prevauung cail price plus accumu-
lated aividends in voluntary
liquiuation.

(4) Requirement "of a . two-
thirds approval of the preferred
stock to create any equaily rank-
ing or prior preferred stock or to
create funded -debt in excess of a
designated percentage of the pre-
ferred stock.

(5) Full voting rights and
minimum representation on the
board of -directors in the event
tbat ‘dividends are one year in
arrears. '

In ‘new and' untried  ventures,
the investor should seek a larger
purchase ‘fund and the right to
elect a majority of the board of
directors if dividends are unpaid
for a year. Some kind of a call
on the common stock for a lim-
ited pericd is also to be expected
as aduitional compensation for the
risks of a new enterprise.

While such protective provisions
are important, it .is abundantly
clear trat they will not save an
investment from disaster. They
will simply reduce the loss from
what it otherwise might have
been. By the time recourse is
had to the remedies afforded by
such provisions, it is invariably
too late to salvage the original
investment,

Four Approaches to Selection

. We' are on 'notice that many
of the industrial preferred stocks
made available to investors will
prove to be unsatisfactory hold-
ings. There must be a systematic
approach to selection, therefore,
with recognition of the need for
comprehensive analysis and re-
view. If we are prepared to take
the trouble involved, we can have
confidence that the results will
be satisfactory,

There is no formula or set of
formulas tor selection, and expe-
rience suggests that we should
mistrust any formulas which are
suggested. The difficulty with a
formula is that it presupposes be-
havior in tbe future substantially
identical with the sequence of
events in the past period during
which the formula was derived.
The work which I did with the
Trust Investment Study Commit-
tee of the New York State Bank-
ers Association on the perform-
ance of the New York Legal List
in selecting corporate bonds was
to me a most devastating indict-
ment of attempts to select securi-
ties by formulas. What I have
to suggest as aids to selection,
therefore, are not formulas but
simply four reasonably systematic
and objective approaches to an
appraisal of the prospects for and
the inherent strength of the pre-
ferred stock under consideration.

(1) Industry Analysis: It is per-
fectly obvious that stable and
growing industries are most
likely to produce the maximum
number of good preferred stock
investments. An intelligent opin-
ion must be formed, therefore, of
the predominant incustry char-
Grow-
ing industries are the best and
consumer goods lines are next
best. Heavy industry and cyclical
activities make a boor showing.
Stagnant or declining industries

naturally have the worst record.
As a check on the industry ap-
praisal, it is helpful to note the

* dividend record and price be-

havior of the various preferred
stocks outstanding in the indus-
try. A poor or erratic industry

-outlook confirmed by a mediocre

performance record by the issues
of representative companies in the
industry should be a warning
against giving too much weight
to temporarily favorable earnings.
Conversely, a favorable industry
appraisal and good records for
other issues are entitled to give a
high degree of confidence in an
issue.

(2) Capitalization Analysis: Fa-
vorable or unfavorable industry
characteristics may be intensified
by the capitalization of the indi-
vidual company. Funded debt
should be taken at par, with pre-
ferred and common stocks at
market, to obtain the figure for
total capitalization as used for
this purpose (book values of the
equity securities may be mislead-
ing). There is a clear relationship
between - conservative capitaliza-
tions and good performances for
preferred stocks. Some general
standards are that the investor
should be careful whenever
funded debt and preferred stocks
together constitute over 25% to
33%3% of capitalization, with the
amount .of debt an important con-
sideration, If debt is 5% to 10%
of the total, preferred stock may
safely be 25%; whereas, if debt
is over 15% to 20%: of the -capi-
talization, preferred stock out-
standing even in small amounts
may be unstable.

(3) Earnings Analysis: The in-
vestor's first concern- is, of
course, that there be adequate
current and prospective earning
power, It appears that a good
quality issue should show pre-
ferred dividends and any prior
charges - covered at least three
times- in. average years. During
periods of great prosperity such
as the postwar years, this. mul-
tiple should probably be four to
five times except in the most
stable types of business.
coverage is adequate (three to
five times), any greater coverage
does not appear to be very im-
portant, provided earnings are
reasonably stable. This factor of
stability of earning power is most
important not only in anticipating
continuity of dividends, but also
in determining market behavior,
Instability is difficult to measure
closely, because it has been en-
countered so infrequently in re-
cent years., A period like 1936-
1940 was ideal for testing stability-
because it contained a complete
cycle. I found that unless the
worst earnings of these five years
equalled at least 40% of the best
year’s results, excessive instabil-
ity was present in the business.
This measure has lost much of its
validity because of the passage
of time and events since 1940. In
some instances, however, it may
still be useful. - In other cases,
perhaps the question of earnings
stability will be answered by com-
paring second quarter 1949 earn-
ings with the peak profits of the
third and fourth quarters of 1948.
Even this brief recession brought
out evidences of instability where-
ever it existed.

(4) Current Asset Protection
Analysis: It is logical to expect
that a strong current asset posi-
tion will provide greater assur-
ance of continuity of dividends.
In practice, however, this factor
proves to be unimportant in the
case of otherwise well-protected
issues. When earnings are rela-
tively low and unstable, a ‘good
net current asset position (equiv-
alent to at least 50% and prefer-
ably 100% of the face amount of
the preferred stock after deduct-
ing prior securities, if any)
improves experience significantly.
In short, large current assets offer
slim security in the absence of
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earning power, but may serve to
reduce the loss once a preferred
stock has lost investment standing.
Combining the Four Tests: Actu~
ally, of course, selection is not a
matter of simply applying any
such four tests and accepting or
rejecting a preferred stock on the
basis of them.. They must be
considered rather as check points
or aids to the exercise of judg-
ment. As a part owner of the
enterprise, the investor cannot
avoid coming to a conclusion on
its ‘outlook and the ability of the
people who run it. Furthermore,
he must- continue to exercise
supervision over the investments,
watching for new developments
and basic changes affecting the
company.
Quality Pays )
I know of no field in which the
old axiom that “quality pays” can
be so readily demonstrated as in
the case of industrial preferred
stocks. The inherent weaknesses
of the form of the security tend
to result in losses out of-all pro=-
portion to small- yield -differen='
tials. I should like to close,
therefore, on a note of conserva=-
tism. In making selections, it
pays, and pays well, to exercise
care and discretion; this is' no
field for the optimist or the wish-
ful thinker. The opportunities
for a successful investment expe-
rience are for those prepared to
do- a thorough analytical job,
those ‘who are conditioned to
experiencing periods of adversity
without panic, and those who seek
moderate rather than spectacular
gains in their record of per=
formance.

Lawfer Senior VP ',
of A. W. Benkert Co.

A, W. Benkert & Co., Inc. an-
nounce the election of Stanley E.

If the

. Stanley E. Lawfer

Lawfer to the newly-created post

of Senior Vice-President. )
Mr, Lawfer has been a Vice-

President of the investment' cor-

poration for the past 11 years.

Lentz, Newton Adds

SAN ANTONIO, Tex.—William
M. Cassin is now associated with
Lentz, Newton & Co., Alamo Na-
tional Building. He was formerly
with Waddell & Reed, Inc.

Midwest Exch. Member

CHICAGO, Tll.—The Executive
Committee of the Midwest Stock
Exchange has elected to member-
ship Daniel M. Hawkins, Hawkins
& Co., Cleveland, Ohio.

Paine, Webber Adds

(Special t0 THe FiNANCIAL CHRONICLE) .

SPRINGIELD, Mass.—John F.
Bills has been added to the staff

of Paine, Webber, Jackson & Cur=-
tis, Third National Bank Build-
ing,

Joins H. C. Wainwright

(Special to THE FINANCIAL CHRONICLE)

BOSTON, Mass.—Louis Sher-
fesee, Jr., is now connected with
H. C. Wainwright & Co., 60 State
Street, members of the New York
and Boston Stock Exchanges.
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Continued from page 2

The Security I Like Best

. $7.25. This would comfortably ex-
ceed the $5.50 annual dividend re-
quirement. It should not be too

.difficult for such an amount to
be earned from investment income
alone after management costs and
faxes. Accrued dividends on the
.prior preferred amount to about
1,360,000 and could be paid out
of pocket from surplus or earn-
Jngs of 1950-1951.
“ - Another level of advantage for
.{his series A preferred is the lever-
‘age. Ahead of the issue lie about
.,,24 000,000 of bank loans and
$3,151,000 of prior preferred stock
(addmg in the accumulated divi-
dends and using the value of $50
‘per share). This amounts to a
“{otal of $27,151,000. At June 30,
'1951, holdings of $17,400,000 U. S.
"Government securities offset these
-prior obligations and stock to a
" considerable extent. But a ready
position exists here to take ad-
vantage of opportunities as they
"arise.
 Another level of benefit is the
‘chance that the discount will close
‘up. If an offer were made to
,retire more of the series A pre-
“ferred (about two-thirds of this
‘jssue has already been retired)
{hrough an offer of common stock,
the discount would drop. If at
*{his time the arrears were cleared
"off on the prior preferred the
~discount would drop. The discount
ynight decrease also due to other
reasons such as speculative popu-
Jarity or improved standing of the
jssue through diversification.
‘These are some dynamic. possibili-
‘{ies, on this level, of what is hap-
yening or could occur, (The man-
.agement has stated that no more
‘shares will be bought in as that
‘would constitute a liquidation.
There may, however, be alterna-
{ive courses of action such as par-
{ial -or complete offers of retire-
ment through exchange for Alle-
ghany common.)

* Therefore, the various men-

*{ioned levels of improvement for

“ Alleghany series A preferred are:

(1) Excellent railroad and in-
dustrial stocks owned in the port-
folio having the desirable char-
acteristics to be found in the

*holdings of any good diversified
_irust.

(2) Financial and managenal
“@ssistance to controlled companies,
(3) Portfolio management, Alle-
‘ghany exercises’ an alert and
_progressive management in mar-

‘¥ket purchases and operations.

. (4) Portfolio earnings. The pros-

" pect is that these will exceed pre-

*ferred stock requirements. Ac-

cordingly, there will be retention
of earnings in the company itself
and in turn by the owned com-
panies.

© (5) Joint Venture profits.
% . (6) Leverage,
+ (7) Discount. There -is the
‘chance that the discount .will
*Jessen.

% % # ’

* Besides thinking it the best buy
:he knows of and the best holding
‘1o venture into the future with,
*{he writer recommends Alleghany
‘preferred for its entertainment
- value, It is like a five-ring cir-
~cus. Something is usually going
*on in all of the rings and usually
“{0 the benefit of the shareholder.

The series A preferred is held
fn large amounts by Messrs. Young
and Klrby If it this were not the
‘case the issue might possibly be
less favorably regarded market-
“wise.

A fairly recent event has been
{he elimination of the deficit in
rurplus account This elimination
"has opened the way legally for
“dividend “payments which are im-
. possible as long as a deficit exists.
One payment of $2.50 has been
,yade on the prior preferred, and
-&s things are there is the legal
and financial possibility of pay-
-ment -of accumulations on . the

prior preferred and initiation of
dividends on the issue discussed
by this article.

Alleghany series A is a fast-
moving stock. It does not have
a blue-chip rating, But it can be
argued that this stock is a safer
medium for the investment of
money than others. To so argue,
it is merely necessary to point
out that if the value of the under-
lying assets fallz beyond a certain
point there will be a _deficit in
surplus account. In this circum-
stance no dividend may be paid.
This happening, the automatic re-
tention of earnings from the port-
folio and reinvestment of such
retained earnings are in time’
bound to correct the deficit. A
fact of security of this sort cannot
be claimed for many other issues
of companies that could find them-
selves out of business through
technological or other change.

If Pittston declined from 30 to
15, the net asset value per share
for Alleghany series A would only
decline from $145 to $127%%. If
C. & O. fell by the same 50%, it
would reduce Alleghany’s asset
value by $15 per share.

The writer believes” that here
is a dynamic situation with most
of the factors operating upward.
These dynamic factors are multi-
ple rather than single. They are
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on various levels of consideration
and they work: concurrently for
the benefit of this stock issue.
He believes that if it is desired
to get struck by lightning one
should go where the lightning is
likely to strike. So in stocks, if
you want to get appreciation you
should own where there are dy-
namics and change. This stock
offers these factors to the highest
degree.

The outlook for payment - of
dividends within a year or year
and a half seems good. There is
no bar to such payment. What
then is a stock worth with assets
back of it of $145 per share (what
will the then figure be?) and
with $108 back dividend accumu-
lations?

Net Asset Value of Series A
Preferred Stock

d$10.00
d3.00
14.00
19.00
d3.50
6.50
48.00
62.00
85.00
76.50
81.50
86.50
95.00
130.00 (approx.)
Feb. 15,1951 #145.00

d Deficit, *This value arrived at by
projection of June 30, 1950, balance
sheet. Also market value of Investors
Diversified Services is used rather than
book value (as used by Alleghany).

JOHN J. D’ARCY

Assistant Treasurer, F. L. Putnam
& Co., Inc., Boston 10, Mass.

Texas Utilities Company

Do you want a good public util-
ity Common stock that is listed
on the New York Stock Exchange
(Feb. 13th); that can be bought
by trustees in
any.  state in
which the
Prudent Man
rule is recog-
nized; that is
owned by
many institu-
tions, invest-
ment trusts,
fire insurance
companies and
conservative
investors; that
is not subject
to Federal or
State = Public
Utility Com-
missions? If
you do, the security is Texas
Utilities Company,

This holding company was in-
corporated in September, 1945, to
bring = together under common
ownership. the holdings of Ameri-
can Power & Light Company in
Texas. The Texas Utilities Com-
pany owns 100% of the Common
stock of Texas Power & Light
Company and Texas Electric
Service Company; and 91.27% of
the outstanding Common stock of
Dallas Power & Light Company.

In February, 1950, American
Power & Light Company distrib-
uted to its shareholders Texas
Utilities Company stock. At that
time there were 4,400,000 Common
shares, and an additional 400,000
shares were sold publicly in
March, 1950, at $25.00 per share.

The system, which is integrated
and interconnected, serves an area
in East, Central, North and West
Texas,. comprising 72,000 square
miles, or 27% of the area of the
State of Texas, and a population
of 2,250,000, or about one-third of
the state’s population, Largest
cities served include Dallas, Fort
Worth, Waco, Wichita Falls, Tyler,
Odessa and Temple.

We are all familiar with the
tremendous growth which has
taken place in Texas in the last
decade. As an example: Texas
E}ectric Service Company pro-
vides power to the well-known

-John J, D'Arcy

Scurry County oil field where:

during the past year over 200
million dollars has been invested
by oil producers. The territory is
considered one of the most rap-
idly expanding areas in the coun-
try. It can well be called the
“heart” of the industrial south-
west. Among the more important
industries which have reached a
dominant position in the coun-
try’s economy are: agriculture and
its concomitants which are cattle,
hog and sheep . raising; aircraft
manufacture; natural gas, oil and
mineral productlon, and steel

1 production.

The generating capacity of the
system was 508,000 Kw. in Decem-
ber, 1948, and about 865,000 Kw.
as of December, 1950. It is ex-

f pected that installed capacity will"

be approximately 1.220,000 Kw. by
December, 1953. This represents
an increase in generating capacity,
when completed, of about 140%
over the 1948 year-end capacity.
The abundant natural gas in the
area furnishes the company with
very cheap fuel for its steam gen-
erating plants, The total fuel
costs of the company are less than
6% of operating revenues, com-
pared with a nationwide average
of over 17% for the electric utility
industry.-

A breakdown of system' reve-

nues reveals  an exceptionally
well-balanced distribution, as fol-
lows: residential and rural 40%;
commercial 33%; industrial 24%;
and municipal 3%. A phenomenal
factor in the company’s growth
in the past ten years is that Oper-
ating Revenues have increased
120% and Net Profit has increased
227%. This is truly an extraordi-
nary expansion of net earnings in
a ten-year period.
- The Common stock of Texas
Utilities Company represents an
equity of 37% in the financial
structure of the system. It has
no funded debt or preferred
stock outstanding.

The company reports that, sub-
ject to audit, indicated earnings
of the company and subsidiaries
consolidated for the . year 1950
were - $2.40 a share, on 4,800,000
shares. outstandmg "at year end
after providing for estimated Fed-
eral taxes under the new tax law.
This compares with $2.18 a share
earned in 1949 on 4,400,000 shares
then outstanding.

The stock is currently selling

about $27, to yield 4.75% on the"

present dividend of $1.28  per
share, which represents a pay-out

of only 53% of 1950 reported
earnings. Therefore, it is a loglcal
probability that -a dividend in-
crease to $1.60-$1.80 a share can
be expected in the near future in
view of the above favorable con-
ditions. When and as such an in-
creased dividend becomes effec-
tive, the stock should sell in a
$32-$35 a share range, Where
else can you find such great po-
tentialities in a good public utility
Common stogk?

HAROLD A. FRANKE

Secretary, The Milwaukee Co.
Milwaukee 2, Wis.

Marathon Corporation Common Stock

While many companies appear
to have a bright future, it would
seem that the future prospects of
Marathon Corporation are more
certain because their products are
now a “must” in modern food dis-
tribution. The trend toward pack-
aging of all foods has béen going
on for some time but the develop-
ment of the self-service stcres in
receni| years has given packaging
a big lift. Furthermore, the
retailing of frozen foods has made
tremendous strides as indicated
in the Company’s latest annual
report which shows that the num-
ber of stores handling frozen foods
increased from 3,000 in 1938 to
200,000 in 1949. .

A list of the "Company’s cus-
tomers would include practically
all of the important companies in
the food industry, such as, Gen-
eral Foods Corporation, Borden
Company, Beatrice Foods Com-
pany, National Dairy Products
Corporation,  Continental Baking
Company, General Mills, Inc., Kel-
logg Company, Great Atlantic &
Pacific Tea Company of America,
Swift and Company, Armour and
Company, Standard Brands, Incor-
porated, and many others.

The principal products pack-
aged would include frozen foods,
pre-packaged meat, poultry and
fish, cheese, butter, ice cream, lard
and margarine, baked products
and many others. In addition to
paper products, the Company also
converts foil, cellophane and other
chemical products into packaging
items.

In the last decade, over $35,000,~
000 has been spent for plant and
equipment. Marathon is now a
completely integrated unit from
the harvesting of the trees in the
forests through the various man=
ufacturing processes to the com-
pleted food package. Printing is in
such volume that the Corporation
has its- own ink-making, photo-
engraving and electrotype plants
located at Menasha. As a further
step in its integration program,
Marathon is installing ‘its own
chlorine manufacturing plant, ad-
joining its Canadian mill, which
is expected to be completed in
1952 and should assure the Com-
pany of an adequate - supply of
chlorine and caustic soda, which
are highly important materials in
the manufacture of pulp.

The Company is now operating
five plants and in December of
1950 acquired a modern factory
building at Sunnyside, Washing-
ton. It is expected that this plant
will be placed in operation dur-
ing the first half of 1951, as a con-
verting plant to serve the area’s
growing population.

The aggressiveness of the man-
agement is indicated by the trend
of sales which increased from
$18,080,000 in 1941 to $68,270,000
in 1950. Net profit for the same
period increased from $1,205,000
to $6,536,000. Net income for 1950
was equivalent to $4.84 a share
on the common stock. Dividends

during this period totaled $1.50 a-

share. The Company is paying out
a small part of the earnings so
.that even the present indicated
annual rate of $2.00 a share could
be increased; at'least it looks safe
even if excess profits taxes should
take away a larger part of the
earnings

Marathon’s research organiza-
tion covers all phases of the oper-
ation of the raw materlals used in

Thursday, March:1, 1951

the finished product. There is little
doubt that this will pay 'off in
the future as it has in the past
since Marathon can be credited
with’ some important “firsts” in
the packaging field. While a re=
port on any company might seem
incomplete without some corzment
on the management, I believe that
in this case the records speak for
themselves. Marathon common' is
listed on the New York Stock Ex-
change and is a suitable investe
ment for conservative individuals,
trustees and insurance companies,

MASON B. STARRING, JR,
A. C. Allyn & Co., New York Cny

American Seating Co,

Some of the main reasons why
the common stock of the Ameri-
can Seating Company is one of the
“Securities that I like best” are
the following:

(1) It is a
growth com-
pany with vir-
tually assured
capacity oper-
ations—under

.either a

peacetime or
wartime econ-
omy — for
nearly ten
years; (2) The
stock listed
on the New
York Stock
Exchange, is
selling at a
low price times earnings ratlo,
has a good Excess Profits Tax
exemption, and provides an ex-
cellent yield.

A little over a year ago respon-
sible estimates placed the . need
for the building and equipping of
classrooms . over the next ten
years at $10 billion. More recent
estimates have raised this figure,
As long ago as March, 1950, Dr.
Roy Hamon of the United States
Office of Education stated that
in the next eight years the coun-
try would need to build a mini-
mum of 500,000 classrooms. at a
total cost of $13 5 billion, with an
annual outlay of $1.5 billion for
public elementary and secondary
school buildings. ) ’

Recent estimates place 1951
births at 3,700,000. This figure is
exceeded only by the all-time
record year of 1947, and further
illustrates that this country faces
a serious and continuing problem
to find adequate school facilities
for the greatly increased and in-
creasing - number of school-age
children.

The large increase in the school
population has hit the country at
a time when it is poorly equipped
to provide adequate facilities. The
net result is a picture of children
being educated during 1950 in
150,000 obsolete, unsafe, and
poorly located classrooms.

The job of equipping the class=-
rooms of America will fall to a
very large extent on the Ameri-
can Seating Company of Grand
Rapids, Michigan, This company
has been manufacturing seating
for sixty-four years, and in addi-
tion to its school seating business
is the dominant factor in equip-
ping churches, manufacturing
seats for auditoriums, stadiums,
theatres, and busses. The com-
pany also supplies schools with a
complete line of school acces-
sories, blackboards, chalk, pencils,
tablets, etc.

The acceptance of the com-
pany’s products is attested by
their installation in many of the
leading public gathering places in
the country. American Seating
equipment is found in the Metro-
politan Opera House, Radio City,
twelve of the fourteen major
league ball parks, most of the na-
tion’s  racetracks, and leading
churches and auditoriums
throughout the country. The com-
pany’s “know-how” in seating is
recognized by the Government.
During World War II, American
Seating turned out millions of
metal folding chairs for Army and

M. B. Starring, Jr.
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Navy.installations. Since the out-
break of war in Korea, the com-
pany has once again turned a part
of its production to the military,
and is currently making {ank
seats for the Army and plane seats
for the Air Force, as well as spe-
cial rigging to secure pilots to
their: seats.

American Seating’s principal
plants- -are located in' Grand
Rapids, Michigan. They include
41 buildings located on 20 acres,
with an aggregate floor space of
approximately 780,000 square
feet. The company -has its own
foundry for making - castings;
makes it own plywood and has a
power plant with generating ca-
pacity of 3.700 kw.

In addition to the Grand Rapids
plants, the company in 1949
acquired at an estimated cost of
$200,000 a birch plywood veneer
plant at Lowville, N. Y., to process
Black- River .area lumber into
veneers for use in school and
theatre seats..During 1950, Ameri-
can Seating purchased an interest
in a small steel company in order
to supplement: their major sources
of supply. . The company’s inter-
est in this new plant is reported to
be in:the neighborhood of $400,000.
It provides the American Seating
Company - with about half of its
steel requirements.

*The arrival in the classrooms
last fall of the “war babies”
pushed elementary school enroll-
ment to 23 million. In 1949, for
the first time, first-grade enroll-
ment hit the four million mark.
The problem of finding adequate
school facilities for school chil-
dren throughout the country is
acute in many areas today, How-
ever, this problem will become
increasingly more serious as the
elementary grades reach the high
school level. Examples of com-
munities’ efforts to meet this
problem are seen in the news-
papers every day, as construction
is "rushed and school districts
float an increasing number of
bond issues. To a large degree,
current building is of a stop-gap
nature and additional facilities
will be required in another three
to four wyears. With 1951 births
estimated as the second highest in
history, the country faces a con-
tinuing problem at the elementary
grade level, plus a very serious
problem at the high school.level.
A tapering off in the demand for
additional classrooms .should not
be looked for inside of the next
ten years. Should full scale war
.occur. and classroom building be
curtailed, the problem .is merely
deferred and pushed further into
the future. ; ¥ ;

Many persons have felt that the
needs of the rearmament program
.would curtail the school building
program. - All-out war most cer-
tainly would; however, under the
present ‘emergency every effort
will be made to provide steel for
new classrooms. Mr. Charles
Wilson, Director of Defense Mo-
bilization, in a recent letter to
Governor Dewey, stated that
“every effort will be made to sup-
port construction of schools . ., .”
The most’ serious squeeze on steel
is likely to.come in 1952, If and
when there are restrictions on
new schools, it is not expected
that these restrictions will apply
to classrooms .or to classroom
seating. American Seating under-
stands that school seating ranks
with public utilities, railroads,
ete, from. the standpoint of an
“essential rating” for steel.

During 1950, American Seating
had the first strike in the com-
pany’s  history. The strike. shut
down - the eompany’s plants for
most of the second quarter. As

) - 1947
Net sales
Net income
No. common shares
Net income per sh.
T % Net.to sales. .
Dividends per sh..

557,333
221,062
$2.25
3.48%
$1.00

a consequence, a loss was reported
for this period and only a nomi-
nal profit was earned dlring the
first six months.

During the strike, the company
stocked steel and was thus able
to go on a two-shift operation
following the end of the strike. As
a result, third quarter results were
the largest in history, amounting
to $4.73 per common share then
outstanding. The third quarter is
normally the largest as the great-
est portion of school seating is
delivered for school opening in
September, and the greatest
amount of school supplies are de-
livered at this time. Demand
continued high during the fourth
quarter.

Full-year 1950 earnings have
not been reported, but should ex-
ceed $5.00 per share, based on the
304,000 shares outstanding follow-
ing the 20% stock dividend in
December. The company’s excess
profits tax base is somewhere in
the neighborhood of $4 to $5 per
share,

The company raised prices on
December 8th to  cover added
costs of steel and further increases
given to labor. Sales -and ship-
ments during the first quarter of
this year are expected to exceed
any first quarter in the company’s
history by 'a good margin, and
may run more than 50% ahead of
the first quarter of 1950. As pos-
sible output has been sold through
the second quarter, the first half
should produce records in both
sales and net before taxes. In
view of the tax situation, it is im-
possible ‘to estimate earnings for
1951, but it is expected that sales
will be to the limit of the com-
pany’s production,

The major portion of sales is
currently for school seating, fol-
lowed by church work and de-
fense production. The church de-
partment is operating at capacity,
and production is sold well ahead,
The company should have ample
business in this line into 1952, even
though further restrictions forbid
the construction of any more
churches. Wood is plentiful, and
only a small amount of steel is
required for hardware.

Should the present emergency
become more acute, the company’s
defense production can be stepped
up. The ‘company is' currently

-building folding chairs for the

military, as well as plane and tank
seats, reels and packboards. In
addition, they are producing
theater seats for various army
camps, etc. As of the present, the
demand for bus seating is good,

With sales expected to exceed
by a substantial margin any pre-
vious year, it probably will be
necessary for the company to in-
crease its short-term borrowing:
It is even possible that long-term
borrowing will be considered. In
view of the investment in the steel
company, as well as the high level
of sales, it.is probable that the
need to preserve cash will keep
dividends conservative. In 1950,
the - company paid $2.50 in cash
plus a 20% stock dividend. Pay-
ments in 1951 should be main-
tained at the same cash level and
a 10% stock dividend at the year-
end is a reasonable expectation.

Additions to plant and equip-
ment during 1951 will be modest,
possibly in the neighborhood of
$500,000. . The money will be
spent on new machinery to in-
crease production and to complete
an addition to the company’s
power plant.

Below are operating figures for
the past four years.

The outbreak of war in Korea
caused a sharp break in the price
of American Seating common

< 1948, . o 1942 1950 . ¢

$15,037,520 $22,529,375 $26,139,908 #$24,000,000

1,396,861
221,062
$6.32
6.19%
$2.00

2,289,478
254,108
$9.01
8.76%
1$2.00

*#1,520,000
304,929
#$5.00

§52.50

stock. Traded on the New York
Stock Exchange, ‘the stock de-
clined from 51—before the 20%
stock -dividend-—to 28 in Decem-
ber, 1950, Since then, part of this
loss has been regained and the
stock is currently selling around
36, to yield 6.95% on last year’s
$2.50 cash dividend. It is believed
that selling in the stock was the
result of fear of how a war
economy would affect the com-
pany’s operations, It is obvious
now that these fears were greatly
exaggerated.

Due to the unprecedented de-
mand for the company’s products
over the next ten years, the in-
vestor has the opportunity to

acquire in American Seating a
growth company at an extremely
good yield and low price-earnings
ratio. The potential of greatly
increased earnings cannot, in all
probability, be obtained until
sometime after the present emer-
gency, when taxes are reduced.
In the meantime, earnings should
remain at or exceed current levels
in spite of higher taxes, due to
the company’s fairly high excess
profits tax base and the prospect
of record sales. Under all-out war,
the company would have little or
no conversion problem, and earn-
ings under these conditions would
probably at. least permit mainte-
nance of the regular dividend.

Continued from page 4

Insurance Stocks—
A Defensive Investment

superior underwriting - perform-
ance during the hardship years of
inflation 1941-45. It is true the
record is better, And yet there
are significant reasons for making
an investment as a defensive issue
in selected issues of the Dozen.

(1) In 1941 the Big Five were
selling ‘at an average discount of
2% from liquidating value (1941
highs to 1941 year-end liquidating
value). Yet, believe it or not, at
year-end 1941 the Dozen were
selling at an average discount of
exactly zero from liquidating
value, At current market, the Big
Five continue to sell at an aver-
age discount (with notable ex-
ceptions) of 2% from liquidating
value. On the other hand, the
Dozen have fallen to a discount
of no less than 31%. from liqui-
dating value, The Dozen, with
their portfolios -of ‘“best name”
stocks, therefore seem fundamen-
tally more undervalued.

(2) There are good reasons to
believe that the causes behind the
poor underwriting experience of
1942 and 1944 and 1945 are not
apt. to appear again. Ocean marine
writing companies have stated
that they will not attempt to write
war risk ocean marine in another
war. ' It is thought that insurance
commissioners will not decrease
insurance rates importantly in the
future when the trend is so clear-
ly toward higher prices. While
insurance rates must fundamen-
tally be founded upon experience
(the past), many executives (in-
cluding ourslves ad hoc on many
occasions) have pointed out to
insurance commissioners the im-
portance of taking into considera-
tion “the trend” in the making
of insurance rates. If this educa-
tional effort is successful, then
insurance rates would reflect.cur-
rent experience more than previ-
ously when the past only was rec-
ognized.

Regardless of the
commissioners, it would appear
that property owners as a whole
are far more inflation-minded
than in 1941-45. Inflation and
loss in the purchasing power of
the dollar was then largely aca-
demic. Now it is entirely realis-
tic. It would appear . therefore
that agents and their assureds
would be far more conscious of
the desirability of keeping insur-
ance up to the new values caused
by rising commodity prices-than
ever before. If insurance is kept
up to value, then there would be
no need for an increase in insur-
ance rates, For these reasons it
would seem that underwriting ex-
perience might be better than
1941-45.

(3) Because it is more- widely
recognized that we are in an in-
flationary era, it is thought that
insurance companies will not en-
ter into competitive devices for
the acquisition of business as for-
merly nor accept risks which they
might otherwise reject. The in-
surance business should operate
as one at or near capacity.’ This
implies both a better profit mar-

insurance :

gin and better risks. While there
is no assurance that such will be
the case, nevertheless the pattern
seems so clear that it'is believed
well-managed insurance compa-
nies will follow it.

(4) The “invention” and suc-
cessful usage of the convertible
preferred on the part of Prov-
idence Washington is important
in that it would seem to insure
that a substantial supply of in-
surance common stocks will not
be pressed on the market in the
intermediate future. It took six
years during the previous infla-
tion, from- 1941 to 1947, before
widespread financing was neces-
sary. Furthermore, this financing
was caused not only by the rise
in premium value, but by the drop
in surplus due to lower security
values. Unless a drastic decrease
in stock prices occurs, there would
seem to be no general reason for

an increase in insurance capital:

in the™intermediate future. And
when—and if—it occurs it may
very likely be through the route
of the convertible preferred. This
device will in effect enable the
companies to sell their common
stock at 15-20% above current
market rather than 15-20% below
current market, It should enable
those insurance companies “short”
of policyholder surplus to write
more volume than previously, rel-
atively secure in the assurance
that new capital can be raised by
tapping another market than the
common stockholder,

David Z. Andrews

David Z. Andrews, partner in
Andrews, Posner & Rothschild,
New York City, died of a heart
attack at the age of 51 while va-
cationing in Florida.

Howard Eastlake Opens

(Special to THe FINANCIAL CHRONICLE)

ANDOVER, Ohio—Howard East-
lake is engaging in a securities
business from offices on East Main
Street. Associated with him are
Grant W, and Russell McConnell.

‘May Investment Co.

Maxwell May has formed the
May Investment Co. with offices
at 2027 Lexington Avenue, New
York City,

Now Hudson, Stayart Co.

DALLAS, Tex.—The firm name
of R. S. Hudson & Co., Inc. has
been changed to Hudson Stayart
& Co., Inc, Offices are in the Re-
serve Loan Life Building.

“Edwin E. Bennett
Edwin Eversley Bennett, partner
in Bennett & Palmer, New York
City, passed away at his home at
the age of 72,
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The Titanium
8y [ ] %
Situation:
by adequate alloying. While. it
welds nicely to itself, as yet nb
methods have been devised 1o
weld it to other metals. This han=

dicap should be overcome if it in
to be-used for many purposes. °

Sources of Production

The metal is being produced ‘ad
the- present time in the form of
sponge and castings by DuPont.
and the National Lead Company,
Fabrication of the DuPont prod-
uct is being carried out by ita
subsidiary, Remington Arms Con-
pany, who are producing castinga.
approaching 1,000 1b. size. Rem="
ington have become allied with
the Crucible Steel Company in
Rem-Cru Titanium, Incorporaied,
and are fabricating forgings, bars,
sheet, plate, strip and wire in the
Crucible Steel Company’s plants,
The National Lead Company hag
affiliated itself with, Allegheny-
Ludlum Steel Company to form,
The Titanium Metals Corporation
of America, They are producing
sponge metal ingots up to 1,000
lbs, and are fabricating forgings,
bars, sheet, plate, strip and wire
in the Allegheny mills. Melting
of alloys which were developed
under a Navy program is being
carried out at P. R. Mallory & Co.
in Indianapolis. Republic Stecl
Company have installed somg
melting furnaces and are produc-
ing sheet and strip. Other com=
panies that are rolling sheet prod-
ucts are the Niles Rolling Mills o
Sharon Steel Company and Uni-
versal Cyclops Ste¢l Company. '

Another joint industrial effort
is the Quebec Iron & Titanium.
Corporation owned 25 by Kenne-
cott Copper  Corporation and .%
by the New Jersey Zinc Company,
This company has the largest (ap~
proximately 125,000,000 tons) ex-
ploited - deposit of ilmenite, an
iron-iitanium oxide ore. It -is.
located in the Allard Lake regiomn
in Quebec. The ore is being mined,
carried by rail to the St. Lawrence
River and then by boat to Sore},
Quebec, where the first of five
proposed large electric furnaces ia
separating -the iron from the ore
and producing a titania-rich slag
containing over 70% titanjum,
calculated as the dioxide. The slag
is expecied to be a source of ti=
tanium oxide for pigment mani-
facture as well as for production.
of the metal itself. The five fure
naces should be completed late in
1952 -and should have an outmit
of 700 tons of titania slag and 500-
tons of iron daily. :

Demand te Continue 3

As mentioned above, the de-
mand for this metal exceeds the
amount available and probably
will for some time. The produc-
tion of titanium in 1949 was a few
tons; in 1950 it was about 60 tony
and in 1951 will be on the order
of 600 tons,  Any proposed expan-
sion beyond that stage has not as
yvet been publicized. The cost of
the metal at the present time is
from $5.00-$7.50 per pound ¢f
sponge, the exact figure depend-
ing on the quantity. There has
been some talk that this price can.
be reduced to $3.50 when produc-
tion reaches several tons per day.
Castings made from this sponge
in the form of ingots are $7.50-
$10.00 per pound. Wrought metal iy
quoted at the following base prices
which are subject to numerous
extras: sheet and strip, $15.00 per
lb.; plate, $12.00 per lb.; wire,
$10.00 per 1b.; and forgings, '$6.00
per 1b, These prices are expectet
to be decreased appreciably as
production inéreases and as im-
proved technological develog-
ments are employed. All indica-
tions are ‘that it will be brought
from laboratory production to the
commercial stage faster than an
other widely-used metal has de=
veloped.

*Estimated. 11935-39 average, 6.03%. {Plus 15% stock. §Plus 209, stock.
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Indications of Current

Business Activity

AMERICAN IRON. AND STEEL INSTITUTE:
Indicated steel operations (percent of capacity)
Equivalent to—
Steel ingots and cestings (net tons)

AMERICAN PETROLEUM INSTITUTE:
Crude oil and condensate output-—daily average (bbls. of 42
gallons each) Feb. 17
Crude runs to stills—daily average (B8 ot o s e Feb. 17
Gasoline output (bLIS.) o 5 Feb. 17
Kerosene outlput (bbls.) ... Feb. 17
Gas, oil, and distillate fuel oil output (bbls.) e Feb. 17
Residual fuel oil output (bbls.) .- Feb. 17
Stocks at refineries, at bulk terminals, in transit and in pipe lines—
Finished and unfinished gasoline (bbls.) at Feh
Kerosene (bbls.) at._.
Gas, oil, and distillate fuel oil (bbls.) at
Residual fuel oil (bbls.) at e Feb. 17

ASSOCIATION OF AMERICAN RAILROADS:
Revenue freight loaded (number of cars) Feb. 17

Revenue freight received from connections (number of cars)..__Feb. 17,

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS-
CORD:

Total U. 8. construction......... Feb. 22

Private construction __ Feh, 22

Public construction
Stute and municipal
Federal Feb. 22

COAL OUTPUT (U. S. BUREAU OF MINES):
Bitumincus coal and lignite (tons) Feb. 17
Pennsylvania anthracite (tons)-— b’ Feb. 17
Beehive coke (tons) Feb. 17

DEPARTMENT STORE SALES INDEX-—FEDERAL RESERVE SYS-
TEM—~1935-39 AVERAGE=100 Feh. 17

EDISON ELECTRIC INSTITUTE:
Electric output (in 000 kwh.) Feb. 24

FAILURES (COMMERCIAL AND JNDUSTRIAL)—DUN & BRAD-
STREET, INC. F

IRON AGE COMPOSITE PRICES:
Finished steel (per 1b.)
Pig iron (per gross ton)
Scrap steel (per gross ton)

METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper—
Domestic refinery at Feb. 21
Export refinery at Feh. 21
Straits tin (New York) at ) Feb, 21
Lead (New York) at Feh. 21
Lead (8t. Louis) at. Feb. 21
Zinc (East St. Louis) at Feb. 21

MOODY’S BOND PRICES DAILY AVERAGES:
U. 8. Government Bonds. Feb. 27
- Average corporate Feb. 27
Aaa Feh, 27
Aa Feb, 27
A ~Feb. 27
Baa Feb. 27
Railroad Group : Feb. 27
Public Utilities Group Feb. 27
Industrials Group Feb, 27

MOODY'’S BOND YIELD DAILY AVERAGES: -
U. 8. Gover t Bond Feb. 27
Average . corporate. Feb, 27
a8 Feb, 27
Aa Feb, 27
A Feb. 27
Baa : Feb. 27,
“Railroad Group ~-Feb, 27
Public' Utilities Group. 2 »...Feh. 27
Industrials Group Feh. 27

MOODY’S COMMODITY INDEX : Feh, 27

NATIONAL PAPERBOARD ASSOCIATION:
Orders received (tons) Feh. 17
Production (tons) Feh. 17
Percentage of activity. Feb, 17
- Unfilled orders (tons) at Feb, 17

OIL, PAINT AND DRUG REPORTER PRICE INDEX —1926-36
AVERAGE=100 Febh, 23

STOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-
LOT DEALERS AND SPECIALISTS ON THE N, Y. STOCK
EXCHANGE—SECURITIES EXCHANGE COMMISSION:
Odd-lot sales by dealers (customers’ purchases)—
Number of orders. Feb. 10
Number of shares Feb. 10
Dollar value Feb. 10

Odd-lot purchases by dealers (customers sales)—

“  Number of orders—Customers’ total sales Feb. 10
Customers’ short sales Feb. 10
Cust s’ other sales. Feb. 10

Number of shares—Total sales Feb. 10
Customers’ short sales Feb. 10

t s’ other sales. Feh. 10
Dollar value Feb, 10

Round-lot sales by dealers—

Number of shares Feb. 10
Short sales Feb. 10
Other sales Feh, 10

Round-lot purchases py dealers—
Number of shares Feb. 10

‘WHOLESALE PRICES NEW SERIES — U. S. DEPT, OF LABOR—
1926=100:
All dities Feb. 20
Farm products )
e fains ~--Febh. 20

- Feb. 20
glyestock : : - Feb. 20

i . Feb. 20

Feb. 20

All commodities other than farm and foods, : Feb. 20
Textile products Feb. 20
Fuel and lighting materials Feb. 20
Metals and metal products. Feb. 2
Building materials, 520

Chemicals and allied products. ﬁig' gg
*Revised figure, fIncludes 527,000 barrels of foreign crude runs.

Week
Latest

99.8
1,995,000

5,936,900
16,444,000
20,425,000

2,904,000

9,430,000

9,209,000

134,598,000
13,314,000
49,420,000
39,874,000

740,557
717,538

$223,777,000
140,562,000
83,215,000
61,169,000
22,046,000

10,930,000
890,000
157,300

272

%

6,833,000

127

24.200c
24.425¢
183.000¢c
17.000¢
16.800c
17.500c

101.14
115.83
119.20/
118.20
115.04
110.15
112.75
115.43
118.60

RNWRNRNNND
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5
n
o
o

215,033
243,154

105
718,490

153.3

44,487
1,332,109
$57,290,522

42,365

280

42,085
1,209,250
9,650
1,199,400
$50,604,718

347,300
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The following statistical tabulatlons cover production and other figures for the

latest week or month available.

Dates shown in first column are eitker for the

week or month ended on that date, or, in cases of quotations, are as of that date:

Week
Previous

99.5
1,989,000

5,861,250
6,338,000
20,069,000
2,559,000
9,420,000
.9,714,000

133,134,000
14,693,000
53,065,000
40,206,000

573,163
533,534

$256,465,000
162,322,000
94,143,600
60,772,000
33,371,000

#8,445,000
866,000
" 137,100

273

6,905,223

165

24,200c
24.425¢
183.000c
17.000¢
16:800¢+
17.500c

101.26
116.02
119.82
118.80
115.43
110.15
112.93
115.63
119.20

NRREheNeN
NXOH=DID 00
D=V =UNO

532.5

226,546
237,247

104
748,012

1529

45,568
1,467,109

© $66,494,809

43,360

. '330

43,030

1,258,027
1

- 1,245,417
$51,166,009

337,440

Ago
Month
101.3

2,025,000

6,051,350
6,505,000
20,724,000
2,926,000
9,366,000
9,637,000

123,782,000 .,
17,171,000"7
61,147,000 -,
40,109,000 -

779,816
731,518

Ago
Year

737 AMERICAN IRON AND STEEL INSTITUTE:

1,404,500

4,996,850
5,278,000
17,617,000
2,398,000
6,890,000

7,158,000 |

131,647,000
17,116,000
- 58,090,000
51,336,000

560,068
515,071

$305,269,000  $263,585,00C

235,369,000
69,900,000
48,380,000
21,520,000

111,175,000
956,000
162,400

301

6,069,566

$46 08

24.200c
24.425¢
175.500¢
17.600c -~
= 16.800c
17.500¢

101.38
116.02
120.02
118.80
115.43
110.15
112,75
116.02
119.20

RN WL RN
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526.6

218,278
244,416
104

705,371

‘152.1

51,396
1,553,886
$65,981,391

47,185
514
47,271
1,377,606
1543

1,359,063
$53,607,787

365,040

347,300

459,750

337,440

548,210

365,040 -

551,430

166,960,000
96,622,000
74,514,000
22,111,000

2,425 000
616,000
2,600

231

5,854,259

2i0

3.837c¢
$46.38
$27.42

18.200¢
16.425¢
74.250c
12.000¢
»11.800¢
9.750¢

103.45
116.41
121.46
120.02
115.82
108.70

BRWWN NN
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179,843
205,712

92
344,030

121,3

29,848
898,951
$35,683,156

34.351
287

34,064
960,523
10,230
950,293
$35,926,083

324,980
. 324,980

270,150

Steel ingots and steel for castings produced
(net-tons)—Month of January.

Shipments of steel products, including alloy
and stainless (net tons)—Month of Dec...

BANKERS DOLLAR ACCEPTANCES OUT-

STANDING — FEDERAL RESERVE BANK
OF NEW YORK—As of Jan. 31:

Imports

Exports

*Domestic shipments

Domestic warehouse credits

Dollar exchange
osed on goods stored and shipped between
foreign countries

Total”

Latest
Month

8,830,000
6,432,776

$285,694,000
99,799,000
12,536,000
23,583,000
2,329,000

29,334,000

Previous
Month .

#8,343,291
6,051,145

$244,939,000
87,019,000
10,101,000
18,222,000

1,697,000 .

31,544,000

Year
Aga

7,930,372 ©
5,410,902

$189,899,000 -
48,832,000 -
9,630,000 -
21,956,000 -
475,000

9,477,000

.$453,275,000

BUILDING CONSTRUCTION—U. §.  DEPT. OF

LABOR—Month of January (in millions): .. =~

Total new construction.
Private construction ..
Recidential building (
New dwelling units.
Additions and alterations...
Nonhousekeeping
Nonresidential building (nonfarm)
Indusirial
Commercial ___
Warehouses, office and loft buildings
Stores, restaurants, and garages
Other nonresidential building.
Religious
Educational ?
Social and recreational
Hospital and mcritutinnnl
Miscellanenus

Pubiic utilities
Railroad
Telephone and telegraph
Other . public utilities

All other private.

Public construction
Resideniial building
Nonresidential building

Industrial

Educational

Hospital - and institutional__

Other nonresidential build

Miiitary and- naval tacilities.
- Highways
Sewer and water.
Mij.cellaneous public-service enterprises-.._
Conservavion and development.

_. All other public.

BUILDING PERMIT VALUATION —DUN &
BRADSTHKEET, INC.—215 CITIES—Month
of January:

“New  Engiand

‘Middle Atlantic
Scuth Atlantic
_East Central
South Central
West Central
Mountain "___
Pacitic

Total United States.
New York City
Outside of New York City

BUSINESS FAILURES—DUN & BRADSTREET,
INC.—Munth of January:- .
"Manufacturing number
Wholesale number
Retail number
Construction number
Commercial service number...

Total number
Manufacturing liabilities
Wholesale liapilities
Retail liabilities
Construction liabilities

Total liabilities

CONSUMER PRICE INDEX FOR MODERAYTE
INCOME FAMILIES IN LARGE CITIES—
1935-1959=100—As of Dec. 15:

All items

Cereals and bakery ‘preducts.
Meats ___
Dairy products
Eggs
Fruits and ve_etables.
Beverages ...
Fats and oils
Sugar and sweets
Clothing
Rent
. Fuel, electricity and refrigerator_._______
Gas and electricity.
Other fuels
Ice
House furnishings
Miscellaneous _.

COPPER INSTITUTE—For month of January.
Copper production in U, S. A.—
‘Crude ‘(tons of 2,000 pounds)
Refined (tons of 2,000 pounds)
Deliveries to customers—
« In U..8..A, (tonsof 2,000 pounds)
Refined copper stocks .at end .of period
(tons of 2,000 pounds)

FABRICATED STRUCTURAL STEEL (AMERI-
CAN INSTITUTE OF STEEL CONSTRUC-
" TION)—Month of January:
Contracts closed (tonnage)—estimated.
Shipments (tonnage; estimated.

LIFE INSURANCE—-BENEFIT PAYMENTS TO

‘POLICYHOLDERS — INSTITUTE OF LiFE’

INSURANCE—Month of December:
Death benefits.
Matured endowments __Z e
Disability payments ...

_Annuity payments
Surrender values
Policy, dividends

Total
*Revised,

271,569

$393,522,000

" $2:073

v OOL o3

830
54

17
374
126

$21,768,494.

91,078,455
50,007,866

84,502,453 .

91,441,307
22,958,102
12,216,683

72,908,041 .

$24,250,270
65,441,003
47,560,563
60,101,993
103,710,404
23,028,968
12,961,852
89,491,974

$280,269,000

$14,450,634
80,823,437
40,226,495
64,612,554 «
60,940,028 |
11,762,911 .
6,783,809
55,399,293

$446,881,401
51,032,885
395,848,516

$426,607,027
- 38,150,313
388,456,714

$334,999,161 .
41,873,234 -
293,125,927 -

775
$5,175,000
2,259,000
10,376,000
2,393,000
1,482,000

679

. $5,352,000
2,260,000
5,479,000
4,748,000

3,205,000 -

864 |
$10,928,000
4,440,000
7,355,000
1,884,000
1,829,000

$21,685,000

110,144
108,128
‘54,833

285,087

171,886

s137 352,000
39,566,000
8,222,000
18,131,000

54,309,000

, 87,922,000

$21,044,000

160.5 .

*91,218
109,464

121,954
49,040

224,808
#171,575

oy

513_6,412,000

40,493,000
8,381,000

21,253,000

55,930,000
43,318,000.

$26,436,000 .

186.2
178.0
198.2°
292.5.
136.7,
178.8
185.8-
122.2.
139.7,
972
191.6°
145.4,
185.4°
155.5°

o K

85,650
- 95,229 -

111,668
101,070

119,317
. 135,253 .

$132,673,000
37,933,000
8,534,000
17,097,000
59,180,000

- 83,640,000

$345,502,000 $305,847,000 $339,057,000°
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The State of Trade and Industry

the only exception to the general price order, is frozen at specific
ceiling prices stipulated by the stabilization authorities early in
February.

The government, it was reported this week, has taken steps to i

reduce by about 8% the amount of natural rubber that can be used
in consumer products during the second quarter of this year from
what it allowed in the first quarter.

The National Production Authority reports that there will be
25,000 long tons of natural rubber available for civilian uses in
March, compared with 27,000 tons in February. But the overall
amount of rubber that can be used in civilian items—both’ natural
and synthetic—will be increased in March to about 90,000 tons,
‘compared to a little over 85,000 tons in the shorter February
“month. In January, consumers were allowed to use about 89,000
tons of all kinds of these two types of rubber.

Steel Output Edges Slightly Higher in Latest Week

Metal users will face their most critical test during the third
quarter of this year, states “The Iron Age,” national metalworking
weekly. Although some of them already have been curtailed by
restrictions and frustrated by uncertainty, the worst is yet to
come. The present timetable indicates that the full impact of
the defense program will be felt during the third quarter. At the
-~ same time, the newly launched controlled materials plan will be
on its shakedown cruise.

Between now and the third quarter there will be many more
control orders issued, as the situation demands, it adds. Few of
these are expected to do much toward clarifying the future of the
metal consumer.

This week there is a wild scramble among manufacturers
striving to get defense orders which just don't exist. Although

more and more defense orders are being placed, they obviously

are not keeping pace with material restrictions placed on manu-
facturers. Some of the largest orders will require many months
of tooling before they employ many. workers and large plant
facilities. Meanwhile, metalworking plants are being squeezed

by lack of materials for peacetime output and lack of orders for -

military output, this trade authority asserts,
‘ The 20% cutback of steel used in autos and other consumer
'durable goods is regarded by some as so much “window dressing.”

Some steel firms have already cutback these customers more .

than 20%. Bigger cutbacks are in store. Auto people indicate
that they will keep making cars at top speed as long as their
fast-shrinking inventories hold out.

This week a critical shortage of alloy steel is causing more
concern in Detroit than the National Production Authority’s steel

* cutback order.. Heading the critical list are alloy bars. 'The alloy
shortage is uniform among major producers. "It indicates that
defense business is already hitting some products hard.

This. week all types of steel products are more scarce than
ever, There is no sign that major steel convertors planto relin-
quish any of their conversion arrangements unless the government
directs them to do so.

The strongest pressure is still on structurals, plate and flat-
rolled steel products, Although the intensity of demand varies
among producers and products, some steel companies are already
assigning more than half their output of some of these items to
defense and government-directed ' programs, “The Iron Age”
concludes. !

The American Iren and Steel Institute announced this week
that the operating rate of steel companies having 939 of the
steelmaking capacity for the entire industry will be 99.89, of
capacity for the week beginning Feb. 26, 1951, based on the indus-

try’s increased capacity of Jan. 1, compared to a rate of 99.5% a

week ago, or a rise of .03 of a point.
This week’s operating rate is equivalent to 1,995,000 tons of

steel ingots and castings for the entire industry, compared to

1,989,000 a week ago. A month ago the rate was 101.39, and
production yiekded 2,025,000 tons; a year ago it stood at 73.19
of the old capacity and amounted to 1,404,900 tons.

Electric Output Recedes Further From Record High

The amount of electrical energy distributed by the electric
light and power industry for the week ended Feb. 24, 1951, was
estimated 6,833,000,000 kwh., according to the Edison Electric
Institute. :

The current total was 72,223,000 kwh. lower than that of the

previous week, 978,741,000 kwh., or 16.7% above the total output .

for the week ended Feb. 25, 1950, and 1,273,793,000 kwh. in excess
of the output reported for the corresponding period two years ago.

Carloadings Make Substantial Gains Following End of
: Rail Walk-Out

Loadings of revenue freight for the week ended Feb. 17, 1951,
totaled 740,557 cars, according to the Association of American
Railroads, representing an increase of 167,394 cars, or 29.2% above
the preceding week when loadings were reduced by labor troubles.

The week’s total represented an increase of 180,489 cars, or
32.2% above the corresponding week in 1950 when loadings were
reduced by a general strike at bituminous coal mines, and an
increase of 43,222 cars or 6.2% above the comparable period
of 1949. ;

Auto Output Rivals Total of Peak Period of 1950

Combined motor vehicle production in the United States and
Canada the past week, according to “Ward’s Automotive Reports,”
totaled 190.343 units, compared with the previous week’s total of
177,867 (revised) units and 125,285 units a year ago.

Total output for the current week was made up of 149,128
cars and 31,975 trucks built in-the- United -States -and'“a" total“of
6,540 cars and 2,700 trucks built in Canada.

For: the United Statés alone, total output was 181,103 units,
the highesi point for the year, against last week’s revised total
of 168,583 units, and in the like week of the last year 117,487,
Canadian output in the week totaled 9,240 units compared with
9,284 units a week ago and 7,798 units a year ago.

Business Failures Continue Lower Trend in Holiday Week

Commercial and industrial failures declined in the holiday-
shortened week ended Feb. 22 to 127 from 165 in the preceding
week, Dun & Bradstreet, Inc., reports. At the lowest level to date
in 1951, casualties were 40% below the 210 in the comparable
week of 1950 and 29% below the 1949 total of 180. Less than
one-half as many concerns failed as in the similar week of pre-
war 1939 when 267 were recorded.

Casualties involving liabilities of $5,000 or more dipped to
98 from 118 last week and from 155 a year ago. Small failures,
those with liabilities under $5,000, declined to 29 from 47 last week
and 55 last year. ot

A marked decline in mortalily in the holiday week occurred
in all industry and trade groups except wholesaling and con-
struction where failures remained unchanged at 16 and 14, respec-
tively, Manufacturing casualties fell to 21, -their lowest number
in any week since 1948,

Wholesale Food Price Index Falls Less Than 1%
" Short of All-Time High

~ Although individual price movements were ‘irregular last
week, the long uptrend in the general level of food prices con-
tinued unabated. The wholesale food price index, compiled by
Dun & Bradstreet, Inc., advanced another 6 cents to stand at
$7.31 on Feb. 20, from $7.25 the week before. This was less than
1% below the all-time high of $7.36 recorded on July 13, 1948,
and represented a gain of 22.7% .above the pre-Korea level of
$5.96 on June 20, 1950.. The latest figure compared with $5.83
a year ago, or a rise of 25.4%.
The index represents the sum total of the price per pound
of 31 foods in general use, and its chief function is to show the
general trend of food prices at the wholesale level.

Wholesale Commodity Price Level Registers Slight Decline

The daily wholesale commodity price index, compiled by
Dun & Bradstreet, Inc., registered a slight drop last ‘week after
touching a new all-time high last Saturday. The index closed at
327.96 on Feb. 20, comparing with 329.38 a week earlier, and with
249.48 on the corresponding date last year,

Prices of leading grains displayed further strength in the
week. Spurred by talk of ceilings, sales of grain futures on the
Chicago Board of Trade rose sharply to a daily average of 37,600,-
000 bushels during the week, the highest for several years. This
contrasted with a daily average of 33,000,000 bushels the previous
week, and 21,400,000 in the like week a year ago. :

All deliveries of wheat, corn, rye and oats sold at new high
prices since 1948.

Cash gains were also higher and showed relatively more
strength than futures. Milling demand for wheat was quite active
but there was a lack of export demand due to the withdrawal
of the export subsidy by the Department of Agriculture. Market
receipts of wheat increased somewhat. There was a good demand
for corn for both export and domestic account. Aggressive demand

“for the cash article toward the close of the week sent prices up

sharply and resulted in a marked increase in country offerings.
Activity in oats broadened considerably and ‘prices moved steadily
‘upward most-of the week.

Trading in cotton futures markets was suspended for the third
successive week, while business in spot markets was practically
nil. Mill inquiries were more numerous but offerings were scarce.
Demand for export continued in good valume.

Trading in cotton textiles was on a very limited basis as most
mills remained out of the market pending: further developments
as to price control action.

Activity in the country’s raw wool markets remained dormant
last week as dealers continued to await clarification of the gov-

-ernment price control order. Foreign wool auctions.were featured

by keen competition at rising prices. Imports of apparel wool at
Boston, New York, and Philadelphia in the week ended Feb. 9
increased sharply to 8,148,600 clean pounds, from 5,952,200 the
week previous.

Trade Volume Rises Markedly Above 1950 With An
i Increase in Seasonal Buying

Consumer spending throughout the country rose somewhat
during the period ended on Wednesday of last week with aggre-
gate dollar volume for retail trade markedly above the level for

. the comparable period last year, according to Dun & Bradstreet,

Inc. While both dollar and unit volume was: increased, there
were fewer indications of anticipatory buying than in the prior
week, as the interest of shoppers generally returned to the usual
seasonal items.

Total retail dollar volume in the period ended on Wednesday
of last week was estimated to be from 12 to 16% above a.year
ago. Regional estimates varied from the levels of a year ago by
these percentages:

New England and Northwest 410 to 4-14; East 412 to 4-16;
South +14 to +418; Midwest and Pacific Coast +11 to +15; and
Southwest 413 to 17,

There was a general levelling off of wholesale buying in the
week with aggregate dollar volume considerably above the level
for the comparable week in 1950. The number of buyers in
attendance at many wholesale centers declined very slightly, but
was .about even with that of a year earlier.

Department store sales on a country-wide basis, as taken from
the Federal Reserve Board’s index for the week ended Feb. 17,
1951, advanced 17% from the like period of last year. This com-
pared with an increase of 15% in the previous week and 15% for
the four weeks ended Feb. 17, 1951. For the year to date depart-
ment store sales registered an advance of 23%.

Retail trade in New York the past week reflected a strong
consumer ‘demand, lifting sales volume close to 259% above the
like week of 1950.

According to the Federal Reserve Board’s index, department
store sales in New York City for the weekly period of Feb. 17,
1951, advanced 24% from the like period of last year. In the pre-
ceding week an increase of 18% (revised) was registered above
the similar week of 1950. For the four weeks ended Feb. 17, 1951,
an‘increase of 17% was recorded over that of a year ago, and for
the year to date, volume advanced 22% from the like period of
last year.
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COMING
EVENTS

In Investment Field

March 7, 1951 (Boston, Mass.) °

Boston Investment Club Dinner
Meeting at 5:30 p.m. at the Boston
Yacht Club.

March 9, 1951 (Toronte, Ont.,-
Canada)

Toronto Bond Traders Associa-
tion Eighteenth Annual Dinner at
the King Edward Hotel.

March 14, 1951 (New