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EDITORIAL

- As We See It
Among those who must form a judgment about
the business -outlook during the next half year,
or, for that matter, the next full year, there is no
question of more significance than: the volume of
Federal defense expenditures during the current
fiscal year.: Nor-is there any current question of
which the answer is slower in putting in its ap-
pearance. It is now six weeks or more since the
beginning of the fiscal year, and in a degree not

often matched the so-called money bills are still.

bogged down in uncertainty and controversy. And
it is not only the money bills as such that are in
this tangle. The whole Federal program of ex-
penditures, including those for defense, is in a
strange and uncertain position. This state of af-
fairs is, of course, in part the result of recent
events (or lack of them) in Korea. It is traceable
in part also to the fact that both political parties
are working with their eyes fixed upon the polit-
ical campaign due next year. ' :
But whatever the cause, the time has come,
indeed the time is long past, when the situation
is almost intolerable. We can not without paying
a heavy price remain in this indecisive mood and
this want of realistic action. Embarrassment in
the ordinary course of things must follow soon
because of the failure of Congress to make funds
available for whatever it wishes to have done and
for which funds have not been appropriated in
past years. All this is particularly unfortunate at
this time on several special counts. It is now a
commonplace that defense operations are lagging
sadly. They are lagging, no doubt, in part, and in
substantial part, by reason of sheer incompetence
in administrative circles; they can scarcely fail

Continued on page 23
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What Chance for
~Investment in Israel?

Observer notes factors encouraging sorely-needed for-
eign capital to enter Israel, as special concessions, easy
profits, and the country’s remarkable long-term growth
potentialities, -as well as numerous deterrents, including
government intervention, present over-valuation of the
currency, convertibility 'difficulty, and international po-
litical tension.” Cites as decisive factor the attractive
opportunities: competing - for the American  investor's
dollar in iiquid security markets at home..

(Second of a series of articles on Israel’s
fiscal, economic and political situation; rele-
vant to the interests of the . investor -of
individual and industrial foreign capital.)

TEL-AVIV, ISRAEL—A continuing inflow of foreign
capital with its productive results is, as we pointed out
in last week’s article, the most important element neces-
sary for. Israel’s economic survival.
But for the American also is the
capital - investment situation here
important, as a microcosm for
studying the current difficulty of
fostering United States’ private for=
eigh investment. :

The investment of capital in, Is-
rael, to be sufficient, must be
healthily based on its merits as a
Lusiness proposition rather than on
sentimental considerations. In this
spirit, let us consider first the
attractive features; second the gov-
ernment’s relevant policies; and
third the drawbacks and difficul-
ties.

The wunderlying constructive
] aspect investmentwise is the fact
that Israel today represents a dynamic growth situation
whose entire population—increasing through immigra-

Continued on page 32

A. Wilfred May

NSTA CONVENTION COMING UP—This yz2ar’s Annual Convention of the National Se-:
curity Traders Association, Inc., will be he'd at Coronado Beach, Calif., from Sept, 30
to Oct. 4. Information at hand indicates thit a record high attendance may be attained.

Utilities Favored by
~ Investment Companies

By HENRY ANSBACHER LONG

Analysis of Funds’ second quarter operations also reveals
purchases- of non-ferrous metal, radio, electrical equip-
ment and chemical stocks; with oils slightly bought on
balance.- Rail and steel issues sold, reflecting reversal of
sentiment from' previous quarter. Building - industry
commitments also lightened. Excess of over-all purchases
over sales stepped up to 359, as half of funds decreased
cash balances.

Continuing a trend that has persisted almost un-
interruptedly in investment company operations during

" the'last three years, managements in the last June quar-

terly- period concentrated their buying in the  shares
of utility issues. Purchases in this y
group, excluding stock acquired

- through the exercise of rights, ap-

proximated 14% of total® portfolio
additions made - during the = three
months. | Along with these issues,
which are not generally considered
an inflationary hedge, good buying
also. appeared in the non-ferrous
metal group. Favored also were the
oil stocks, but profit-taking in these
issues almost equalled the portfolio
additions. ! :
Chemicals Bought

A switch in over-all attitude from
that of the March quarter was evi-
denced in the chemical group as
purchases more than doubled. sales.
Also favored were the radio and
electrical equipment stocks, merchandising, natural gag
and food issues. A notable trend, not in evidence for
some time in the past, was an increased interest in New
York bank stocks, Affiliated Fund, alone, invested $4%
million in these issues. Purchases of drugs and phar-
maceuticals doubled those of the previous period.

The building equipment and construction issues re-
ceded little from their unpopular status of the March
quarter as sales approximated those during the first '

Continued on page 18
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The Security I Like Best

A continuous forum in which, each wéek, a different group of experts
in the investment and advisory. field from all sections of the country

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.)

ALEXANDER B. JOHNSON

_ Partner, Cyrus J. Lawrence & Sons,

New York City ;
Members of New York Stock Exchange

Consolidated Mining & Smelfing
Company of Canada, Ltd,

One of the world’s most prolific
and lowest cost nonferrous metal
producers, Consolidated Mining &
Smelting of Canada, Ltd., also
ranks fore-
most in the

" Dominion as a

producer of
fertilizers,
including
ammonium
sulphite, am-
monium phos-
phate, and
ammonium
nitrate. Sul-
phuric acid
and anhydrous
ammoniag are
also produced,
among other
chemicals.

Consolidated
owns the great Sullivan Mine, lo-
cated in the East Kootenay district
of British Columbia, This mine is
said to be the largest single pro-
ducer of lead, zinc and silver in
the world. 1950 production was
2,680,000 tons. Conservatively es-
timated ore reserves are said to
be sufficient for more than 20
years’ production at the current
rate. The ore at Sullivan Mine is
extremely complex, yielding gold,
cadmium, pismuth, antimony, sil-
ver, lead and zinc.

Other properties owned by Con-
solidated include the Bluebell
properties in British Columbia,
which from underground develop-
ments carried out for the past
three years is expected to become
one of the largest lead producers
in Canada.

Adjacent to the Giant Yellow-
knife Mine in the Northwest Terri-
tory, the company operates a gold
producer known as its Con Mine,

Pine Point property on the
Great Slave Lake in the North-
west Territory is expected to de-
velop into one of the world’s ma-
jor lead and zinc properties. Fur-
ther development of ore bodies
and construction of transportation
facilities will be required at Pine
Point before production will be
practicable.

The Fairview and Fife mines
produce fluxing stone required in
the processing of lead ores. Gold
is secondarily produced at these
properties in quantities reportedly
sufficient to pay for the cost of
mining the flux.

In the latter part of 1951, the
Big Bull properties on the Taku
River in British Columbia should
be in production. These ore prop-
erties contain gold, silver, copper,
lead and zinc, of which lead and
zine predominate.

Two coal and coke operations
and important deposits of phos-
phate rock near Garrison, Mon-
tana, supply necessary raw mate-
rials used in the company’s
smelting and refining operations
and in the fertilizer plants,

Consolidated’s smelting and re-
fining operation at Trail, West
Kootenay, British Columbia, some
200 miles southwest of the Sulli-
van mine, is reported to be the
largest nonferrous metal smelter
in the world, Annual lead smelt-

Alex. B. Johnson

ing capacity of these properties is
estimated at 250,000 tons of re-
fined lead and that of refined zinc
165,000 tons. A major portion of
the company’s fertilizer and chem-
ical operation is located at Trail.
The company also has a chemical
plant at Calgary.

Consolidated is said to control
directly or indirectly 5% of the
hydro-electric power capacity. of
Northwest Canada, with as much
more undeveloped potential power
sources. This supply and potential
reserve of cheap power has been
and should continue to be an asset
of incalculable value in the devel-
opment and maintenance of high
profits ratios relative to sales,
which are currently in the neigh-
borhood of 50%.

A tribute to the effectiveness of
management at Consolidated is its
ability to achieve integration and
through research an enviable de-
gree of profitable utilization  of
waste products. Out of this re-
search has been developed the
company’s chemical and fertilizer
business, now ranking third . in
importance to lead and zinc in
volume of sales,

While Canadian corporate taxes
are some 20% higher than a year
ago, they are still substantially
below U. S. tax rates and the Ca-
nadian Government appears to be
opposed in principle to any form
of excess profits tax,

Consolidated’s capitalization is

simptle, consisting of 3,276,329

shares of $5 par stock. Of these,
Canadian Pacific Railway Co.
owns 1,682,500 shares, or 51.3%.

Financial position of Consoli-
dated is very strong. Property ac-
count is conservatively stated at
$33,000,000. This is estimated to
be approximately one-half of the
replacement value of the com-
pany’s chemical plants and smel-
ters. Current assets of $106,000,000
exceed current liabilities of $28,-
000,000 by $78,000,000. Cash items
include $17,000,000 in cash and
$56,000,000 in high grade bonds.

In 1950, Consolidated reported
net income of $41 million, equal to
$12.50 per share, Dividends in
Canadian funds of $8.50 were paid
in the calendar year 1950, but in
December of that year, an extra
dividend of $4 per share was de-
clared, payable in January of 1951.
Thus, with regular payments, 1951
dividends have amounted to $10.50
to date. Further generous divi-
dend payments are probable and
it is reported that a stock split is
under consideration.

Embarked on an expansion pro-
gram involving the development
of important new ore bodies, the
development of vast owned hydro-
electric power resources, and the
construction of new smelting fa-
cilities and chemical plants, a pe-
riod of significant growth lies
ahead for Consolidated. This
growth will, in our opinion, be
accomplished without resort to
borrowing, in a favorable atmos-
phere as to taxes, and with a
stable price structure for nonfer-
rous ‘metals. All this augurs well
for earnings and dividends of Con-
solidated. Long regarded as a
quality investment, I believe this
stock holds special attraction at
this time. Consolidated is traded
on the New York Curb Exchange
(current price 144) and on the
Toronto Stock Exchange (156 Ca-
nadian funds). :

————————————

This Week’s
Forum Participants and
Their Selections

Consolidated Mining & Smelling
Co. of Canada, Ltd.—Alexander
B. Johnson, Partner, Cyrus
Lawrence. & Sons, New York
City. (Page 2)

Simmons Company — Lawrence
Klybert, Mgr. of Statistical De-
partment (Brooklyn :Branch),
Josephthal & Co. (Page 2)

Hudson Pulp & Paper Corp. (Class
A Common Stock) — Schuyler
Van Vechten, Vice - President,
Lee Higginson Corp., New York
City. (Page 31)

LAWRENCE KLYBERT

Manager, Statistical Dept., Brooklyn
_ Branch, Josephthal & Co. -
Members, New York Stock and
New York Curb Exchanges
Simmons Co. ;

Apply a sort of “theory of rela-
tivity” to stocks, and exceptional
values hidden in the mass sud-
denly stand out clearly. Simmons
Co., at 31 (earned $7.26 in 1950,
and paid $3 dividend), is revealed
as such a stand-out value, when
compared = with similarly - priced
stocks of well-regarded companies
in related fields of business. Such
companies, for example, as Crane
Co., at 35%; earned $6.50, paid
$2.60, in 1950; Devoe & Raynolds,
at 25%; earned $4.83, paid $2.50;
Flintkote Co., at 30; earned $5.83,
paid $3.00; Otis Elevator, at 36%;
earned $5.19, paid $2.75; and Ferro
Corp., at 31%4; earned $4.81; pay-
ing $1.60.

Going back all the way' to 1929,
it will be found that Simmons Co.
always -reached much higher
levels at all bull market peaks
such as 1929, 1937, and 1946, than
any of these.- Also, Simmons Co.
paid dividends~ (going - back to
1937) of $26.50, with an average of
$2.50 annually for the last five
years. In contrast, Crane Co.
paid $20.35 ($2.44 average, 1946-
1950); Devoe & Raynolds paid
$14.40 (with - $2 average for
1946-1950); Flintkote paid $19.45
($2.25 average over 1946-1950 pe-
riod); Otis Elevator paid $18.75
($1.97 average, 1946-1950), and
Ferro Corp. paid $14.56 ($1.20
average,  1946-1950, plus 10%
stock in 1948 and 1950).

During the five - year period
1946-1950, earnings comparisons
‘were: Simmons Co., $6.10 annual
average; Crane Co., $4.44; Flint-
kote, - $4.96; Tevoe & Raynolds,
$4.27; Otis Elevator, $2; Ferro
Corp., $3.27.

In December, 1949, I compared

Ferro Enamel Corp., then at 14%,
with Nash-Kelvinator, at 17%.

The 10-year record showed that

Ferro normally enjoys greater
stability of earnings -and divi-
dends than NK, through both
good and bad periods.  Market-
wise, Ferro also sold at higher
highs and lows each year, except
for 1949, when Ferro’s earnings
slipped back somewhat, while
NK’s earnings .rose. to a new
postwar high. The purpose was
to show that since Ferro could be
bought cheaper than NK by about
three points, for the first time in
over a decade, then Ferro was the
buy on the likelihood that it
would again rise- to its normal
spread of around 10 points above
NK. Since then, this has hap-
pened, with NK still at 18, Ferro
at 31%.

At that time, Simmons Co. was
at 27%, so that it has since risen
12% % - versus over 100% for
Ferro. You may say this was
caused by recent special develop-
ments, or whatever, in Ferro’s
case; but in my opinion, Simmons
Corp. now offers decidedly more
price appeal.. Therefore, I think
it is timely to present a similar
comparison (to the one made in
December, 1949, between Ferro
Corp. and Nash-Kelvinator), but
this time, between Ferro - Corp.

Continued on page 31
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Vice-President, Bankers Trust Company, New York
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PRICE
CUTTING?

Not us = we boost the prices
; on junk! :
Current Economic Conditions and the Outlook for Stock Prices °

—Nicholas Molodovsky :

What Chance for Investment in Israel?—A. Wilfred May___Cover

‘ Recent Developments in Federal
—»Ro’y L, Reierson

New York banker reviews recent developments in Federal
Reserve and Treasury policies, such as “unpegging” of govern-
ment bonds, credit restraints and other measures to check
inflationary boomi.. Says efficacy of credit restraints has been
overrated, since rise in interest rates following “unpegging”
sérved as check on credit expansion. Sees other forces oper-
ating to aid restrictive credit policy, and claims if such credit
policies are applied with sufficient vigor “they can crack
- almost any boom,” but would lead to damaging deflation and
depression. Looks for renewed resort to ecomomic controls .
should international crisis worsen. :

Reserve Policy

Obsolete Securities Dept.
89 WALL STREET, NEW YORK
Telephone: WHitehall 4-6551 '

TV or Not TV: That's the Question——Ira U. Cobleigh
College Scholarships—Roger W. Babson

Swiss Trade With Iron Curtain Countries of
—Max Winkler

The past few months have
evidenced a significant change in
the .economic environment and
outlook. A year. ago, inflationary
forces were
riding high
throughout
the .economy.:

.Today, al-
though ' much
of the eco-
nomic impact
of rearma-
ment is still
ahead of us,
these infla-
tionary pres-
sures have
abated notice-
ably. Com-
modity prices
have been
moving down-

‘ward for several months, the buy-
ing enthusiasm of consumers has
waned, bank lending has leveled
off, and businessmen, who last
year were convinced that inven-
tories were better than cash, are
now eager to work off excessive
stocks.

. The ‘economic' historian  of ‘the
future will doubtless call:atten-
tion to the broad and compre-
hensive use made of credit con-
trols in this period. Between Au-
gust,” 1950 and March, 1951, the
" monetary authorities ' raised re-
discount rates,” imposed selective
credit controls on the financing
of consumer durable goods and
new building, raised margin re-
quirements on listed “securities;
increased member bank reserve
requirements, ' and “~sponsored a
program of voluntary credit re-
straint. In March of this year, the
most significant single step was
taken when the prices of govern-
ment bonds were unpegged. Not
for many. years has' such wide-
spread use been made of credit
policy. .
These developments raise some
crucial questions. The fact that the
recent change in the economic en-
vironment has roughly coincided
with the ‘adoption of a more
vigorous credit policy may lead
some observers to overrate the
impact of ' credit measures . in
checking the recent inflationary
. -boom.  Furthermore, some ob-
servers would  interpret the un-

pegging of government bonds as
having removed the impediments

Roy L. Reierson

. *An address by Dr. Reierson beforc
the School of Banking of the South,
Baton Rouge, La., Aug. 16, 1951.

to a progressively more restﬁc-
tive credit policy, -and. as having
paved the way for a sustained and

possibly ~substantial rise in- the.

general. level of interest rates,
Such overemphasis upon the effi-
cacy of credit measures would be
most unfortunate. For, although
restrictive credit policies are "a
necessary and important part of
a comprehensive  anti-inflation
program, = there - are: very - real
limitations on their use. Theré-
fore, it seems pertinent to take a
look at recent developments and
attempt to weigh their signifi-
cance,

The “Unpegging” of Government
" Bonds

The spring of 1951 was a crucial
period. for. the Federal Reserve
System. For it was then that deci-
sions were reached which were
fundamental to the continued use
of general monetary and credit
measures as tools of national eco-
nomic policy, These decisions re-
stored to the Federal Reserve Sys-
tem a greater degree of flexibility
and freedom in the use of its
powers of general credit restraint
than it had enjoyed in a_decade,

These powers depend for their

effectiveness upon the ability of

the Federal Reserve to reduce the
availability of member bank re-
serves and to increase their cost.

But this is difficult to achieve as

long as the Reserve Banks must
stand ready to buy, at a' generally
fixed scale of prices, any amounts
of government securities offered

to them by commercial banks or
.othér holders. In other words, the

powers of general credit restraint
cannot be exercised effectively
unless there is some degree of un-
certainty . regarding the future
movements of the prices of gov-
ernment securities and some ques-
tion as to the willingness of the
Federal Reserve to_support a pre-
determined scale of prices by
purchases in large amounts if nec-
essary. Until last March, however,
these prerequisites of an effective
credit policy were largely absent
from the government securities
markets.

Postwar Sanctity of Par—One of
the troublesome heritages of our
World War II financing was the
notion that the prices of long-
term - marketable government
bonds could not be allowed to
move below par, and that 2% %
was the top yield that should be

Continued on page 28
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‘Current Economic Conditionsand
The Outlook for Stock Prices

By NICHOLAS

MOLODOVSKY

White, Weld & Co.
Members, New York Stock Exchange

Referring to his recent article in' the “Chronicle”

captioned

“Are Stock Prices Forming an Important Top?”, market ana-
lyst contends that an objective review of economic conditions
does not invalidate the conclusion previously reached by him
on technical grounds, i.e., that stock prices are probably facing
an important decline. Asserts current high stock yields and low
price earnings ratios do not mecessarily contradict this view.
Believes that if inflationary pressures will again enter into play,
they will become effective at a later stage, shaping the end of
the expected decline and its eventual reversal.

The “Chronicle” of Aug. 2, page any many consumers’

12, contained an article by the
wrlter captloned
Prices Forming an Important
Top?”, Inthat
study he com-
pared the two
important
turning areas
of 1937 and
1946 -with the
condition
of the market
since the' be=*
ginning of the
current year.
He suggested
that stock
pricesmay
now again be
facing a dras-
tic decline.

The com=-
parisons contained in that article
were made in terms of the tech-
nical position of the stock market.
Could an objective review of eco-
nomic conditions invalidate the
conclusions based on the market’s
internal structure?.

Nicholas Molodoveky

Current Conditions and Outlook

As usual, the economic back-
ground may be subdivided into
current realities and future ex-
pectations.

To begin with the realities, they
appear to be dominated by reces-
sionary and deflationary trends.

The declining trends in some of
the most basic industries are
clearly marked. Among them are
residential construction, textiles
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H. Hentz & Co.

Members

New York Stock Exchange
New York Curb Exchange
New York Cotton ' Exchange
Commodity - Exchange, Inc.
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durables.
The outlook for good crops for

“Are Stock cotton and foodstuffs should

deepen the recessionary outlook
for some of these lines and add
new candidates to them.

The recession in some of the
important - branches of economic
activity is heightened by  defla-
tionary trends in prices and fi-
‘nance,

Last winter, commodity prices
interrupted - their long advance.
They have been declining since

“February. The decline has now

flattened out, but this does not

~look as yet like a, reversal.

As far as money is concerned,
it has become very tight as a re-
sult of the wvarious measures
undertaken by the Federal Re-
serve, authorities in their efforts
to combat inflation, It is true
that recently there has taken
place a considerable improvement
in the high-grade bond market
and some loosening of ihe credit
restriction measures. However,
some of the effects of these meas-
ures have already penetrated into
‘the economy and are’ producing
their usual “slow-poison action.
For instance, in  the important
field of residential construction,
the effects of credit curbs have
hardly even begun to show. It
would take time and effort to off-
set the various measures already
taken by throwing the credit ma-
chinery into reverse gear. So far,
there are no indications of such a
drastic change of policy.

As against these current condi-
tions, there exist the expectations
of a rapidly -rising defense econ-
omy activity and a bigger than
ever foreign-aid program. In his
latest testimony before the Senate
Foreign Relations Committee,
Secretary Acheson estimated that
there would be no important re-
ductions in the foreign-aid pro-
gram until the fiscal year 1955.
The government is practically un-
derwriting the economy for the
next three years, Since much of
this new effort is expected to be
financed through deficit spending,
the continued forward march of
inflation seems to be substantially
guaranteed.

“Recent Stock Market Action

The recent action of the stock
market appears to be in keeping
with this outline of realities and
expectations. Its pronounced de-
clines in February, March, May
and June may have discounted
sufficiently the present recession-
ary trends in industry. Four
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JOHN J. TURTELTAUB & SON
INC-

1501 Broadway, New York, N. Y.

The Conmimercial and Financial Chronicle . . -

times, in the course of these de-
clines, Dow-Jones industrials held
just above the 240 level. The
rails seemed to find strong support
above 70. The powerful recovery
of the market from these lows
could be interpreted, in keeping
with sound logic, as duly discount-
ing the rising economic activity
of the approaching fall and of
next winter. In fact, apparently
anticipating this development the
industrials ~have even pierced
their previous highs of February
and May and have entered a
ground that they have not re-
visited for over 20 years,

This makes a very bullish pic-
ture, Quite possibly it should be
used for investment planning.
Many competent people are conf1-
dently optimistic.

Uncertainties of the Estimates

However, as they add up in this
writer’s mind, the probabilities
favor a different cham of devel-
opments, '

It does seem probable that the
commg months will see sharply
rising defense activity accom-
panied by increased spending on
the part of prlvate industry for
plant and equipment. Unfortu-
nately, it iis ‘not possible to esti-
mate reliably whether this double
spending stream - will be ‘suffi-
cient to -offset ‘the ‘recessionary
trends in the other sectors of the
economy. It is even difficult to
estimate to what extent, if at all,
shortages anticipated by govern-
ment economists will actually de-
velop in the defense sector itself.
There now exists in this country a
considerably enlarged productive
apparatus whose real possibilities
and limitations have not yet been
tested. I'urthermore, some plausi-
ble estimates forecast ' that, by
early spring of 1952, capital ex-
penditures of . private -industry
should first begin to taper off and
then decline rather rapidly.. De-
fense would then become the main
support of the economy, while
most of the civilian activities will
be retreating, finding themselves
under an increasing pressure of
accelerating cyclical regression.

The Coming Peak of Eéonomic
Activity

This ‘writer believes that some
time next spring the combined
civilian and military economy will
reach a jointly produced peak. If
one assumeg that by that time the
forces of the civilian boom will
be distinctly fading, the net effect
should be declining overall activ-
ity.

The assumption of an overall
declining trend is equivalent to
the assumption of a continuation
of the already visibly declining
trend of corporate profits after
taxes. A continued shrinkage of
profit margins, on top of the tax
squeeze, should contribute to this
result. Under the circumstances,
what is likely to happen to stock
prices?

Scientific studies of business
cycles bring out that, with few
exceptions, stock pl‘lCGS reach
cychcal peaks before similar turn-
ing points are reached by general
economic activity. In some cases,
the. lead of “stock prices is ex-
tremely pronounced. On one oc-
casion, it has been as long as 22
months. A lead of nine months to
a year is a frequent development.

SMALL OFFIGE
FOR RENT

size 11 ft. x 15 ft.—unfur-
nished, at a good Wall Street
address—rent $100.00 per .
-month to 'acceptable tenant
—Phone WHitehall 4-7370

On this basis, stock prices could
very well be forming a top at
present, even if business should
retain a high measure of activity
for -several months to come or
even a year, or more,

This returns us to the question
whether any indications exist sug-
gesting the possibility of an
important top now being formed
by stock prices. We know that
the averages have acted well and
that their action looks bullish.
What is, however, the internal
condition of the market? The
article mentioned at the begin-
ning of this paper shows the ex-
treme dispersion of stock prices
behind the impressive facade of
the averages. It suggests that if
buyers of stocks had a real belief
in an improvement of economic
conditions or in a continued fur-
ther rise of stock prices, they
would be buying setondary stocks
with large capital gain possibili-
ties instead of taking refuge in
overworked highest quality equi-
ties.

Latest Developments in the

Technical Condition of the

Market )

_In the intervening two weeks
since the publication of that ar-
txcle, no real change has occurred
in the -technical condition of the
market. . The Dow-Jones indus-
trials did rise to new highs. But
the Index of Effective Demand
(or the Index of Confidence, as
this writer sometimes calls it) still
remains below even its June level,
not to mention its much higher
levels of last May and March.
It is thus preserving its basic
downward trend.

It may be also noted, in passing,
that some of the better khown
composite indexes of market ac-
tion, such as, for instance, the
New York “Times” index, have
not registered as ‘yet any new
highs. - They are rather plotting
what may be described as a double
top formation. This writer’s own
daily index of 50 Value Stocks,
which is far less heavily weighted
by the rails than the New York
“Times” index, and which in-
cludes, in addition, a certain num-
ber of utilities, has also failed to
exceed its May highs. Its best
close this month was on Monday,
Aug. 6, which remained below
several of its previous best 1951
closing levels recorded between
May 3 and May 9.

It is possible, of course, that
new highs will still be made by
these and other indexes. Yet
there fly some straws in the wind
suggesting that they might hold.
One of them is the observation
that the type of cumulative price-
volume interactions, which char-
acterized the market during the
week ending Aug. 3, last, had also
marked the week ending, respec-
tively, Feb. 2, 1946, and May 31,
1946, as well as July 9, 1948. How-
ever, this type of action had also
taken place on other and less
dramatic occasions. It, therefore,
cannot be considered as con-
clusive.

These various technical facts are
mentioned here merely for the
record and for bringing up to
date the indications furnished in
the article of Aug. 2. It is less
important whether or not new
highs will be made by any par-
ticular index than whether an
improvement is occurring in ‘the
internal condition of the market.

Let the reader accept the thesis
that the internal condition of the
market continues to be dominated
by a wide discrepancy of demand
for leading and secondary stocks.
By this acceptance he will not
alienate his right tQ question why
this existing -distortion should not
find its readjustment through .an
upward, rather than a downward,
movement of stock prices.
particular, he could point to the
wide spread between stock and
bond yields as well as to the high
average yields, and low average
price-earnings ratios, at. which
common- stocks are selling, - Ad-

In_
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mittedly, these factors are . not
typical for-turning points of bull
markets.

Comparative Yields on Stocks
And Bonds

On the average, 'stocks ' 'of ‘a
comparable “quality rating yield
currently twice as much as bonds,
despite the prevailing high  level
of stock prices. This is an un-
usual ratio for stock market ‘tops.
And when average ‘stock yields
are so high, it is more logical to
expect a correction of the existing
disparity through an upward ad-
justment of stock prices.

It is questionable, however,
whether the former historical
relationships between stock and
bond yields continue to remain
valid. The incidence of the in-
come tax has altered considerably
the previously existing spreads
between gross and net yields. For
instance, an investor in a rela-
tively modest income tax bracket
would derive a substantially
equivalent net return from a 3%
corporate bond as he would from a
non-taxable municipal bond with
a 1% % coupon.' For this reason,
private investors have ceased to
be a factor in the corporate bond
market. This market is controlled
by institutional” investors ‘many
of which are partially or fully tax
exempt. The comparison between
stock and bond yields has thus
lost most of its former signifi-
cance, To borrow a term from
the theory of wages of classical
economies, investors in stocks and
bonds have segregated themselves
into “non-competing groups.”

Stock Yields and Price- Ea.rnmgs
Ratios

It is true that perlods precedmg
the turning points of rising' mar-
kets, when dividends are high but
an exuberant confidence lifts the
prices of stocks to peak levels, are .
usually marked by very low stock
yields. The reverse is true of
periods when ebbing confidence
places a low valuation on divi-
dends. Certain conclusions can
be drawn from observations such
as those made in the well-known
Cowles Commission monograph,
“Common Stock Indexes”:

“An examination of the All
Stock- monthly index for yield
expectations shows that four times
in the last 68 years the expected
yvield has dropped below 3%.
These were in February-March-
April, 1899, April, 1901, August-
September, 1929, and July, 1933.
Each of these four periods was a
favorable one for’ the sale of
stocks, since in each case lower
prices developed in the next year.
There have also been three cases
where yield expectations rose
above 8%. These occurred in
October, 1873, October-November-
December, 1917, and April-May=
June-July, 1932, In each of these
three instances stock prices aver-
aged higher in the subsequent 12
months, It would thus appear
that, when average yields are
below 3%, stocks are priced too
high, and when average yields are
above 8%, stock prices are too
low.” (Op. cit., pp. 46-47.)

The practical value of such ob-
servations is, however, quite
limited. In the course.of the very
long period covered by this
Cowles. Commission study, ‘the
upper and lower limits were ex-
ceeded only a few times. Twenty-
eight years elapsed between the
second and third recurrence of the
lower limit; and 44 and 15 years
separated the second from the
first and the third from the second
occurrence of the upper.

Even if we narrow the range of
average yields, the application of
such yardsticks would not be fa-
cilitated much.. For instance, at
the time of the 1946 market highs,
industrial stock yields averaged
about-3.5%. . Though they had not
yet declined under the above-
mentioned danger line of 3%, they
were already below the yields of
early 1927, which averaged about
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3.8%. . But a substantial rise in
dividend payments—on the aver-
age at least 25%—was expected
for the remainder of 1946. Fur-
thermore, and paradoxically,
yields were low also in periods
when they could not possibly be
regarded as warning signals. In
some part of every year between
1932° and 1940 industrial stock
yields were lower than at the two
turning points of 1937.

The above examples show how
unreliable such comparisons are.
Yet this type of thinking led some
market analysts early in 1946 to
forecast much higher stock price
levels. By projecting, through
correlation with optimistic esti-
mates of industrial production, av-
erage earnings for the 30 stocks
in the Dow-Jones industrial aver-
age at $15 a'share—dividends be-
ing calculated as two-thirds of
earnings—they were predicting a
level of 250 on tie basis of a 4%
yield, and in excess of 330 on the
basis of a 3% yield. Similar pre-
dictions are also being frequently
voiced currently,

Indirectly or unconsciously,
yardsticks such as price-earnings
ratios, or stock yields, in reality
‘try to measure financial senti-
ment,  Frequently, the market’s
valuation of a dollar of dividends
or earnings is a far cry from pres-
ent worth. Dividends may be ris-
ing and interest rates falling, yet
stock prices may be declining if
confidence js waning. When con-
fidence begins to revive, the pub-
lic places an increasingly higher
value on a dollar of dividends or
earnings, which 'gradually brings
down the yields on stocks. An in-
dex of demand or confidence, such
as that described in the previously
mentioned article of Aug. 2, should
be of greater practical use.

What of Inflation?

Depending largely on whether
they shared the writer’s conclu-
sions before they saw his report,
the readers will find that his ar-
guments make a lot of sense—or
‘nonsense. Regardless, however, of
the abundance or lack of their ap-
proval, they must be wondering
why the writer has been shying
away, in his discussion, from the
vital issue of inflation. The reason
for his silence resides in his belief

" that the answer to this questionis
concealed in two unknowns: the
réal limits of American capacity
to produce and world politics.

The President’s Council of Eco-
nomic Advisers, in submitting the
mid-year report, described the
current situation as a lull in in-
flation. Whether this is a lull be-
fore a storm, or a lull which will
gradually subside into a complete
calm, we do not know.

Economic possibilities range all
the way between a war or war-
preparedness boom and a. old-
fashioned peacetime depression.
They even include —at least in
theory—a true world-wide settle-
ment and a prosperous world re-
construction era. Under conditions
of “status quo.,” the mid-year re-
port of the President’s Council of
Economic Advisers forecasts that
defense spending will not reach
its peak annual rate until the sec-

ond quarter of 1952. By then, ei-

ther or both unknowns in the in-
flation equation are likely to be-
come more clearly defined, thus
clarifying also, at that time, the
extent of the potential influence
of inflationary pressures on the
process of stock price information.
Inflation is, therefore, more apt
to become effective in shaping the
future reversal, rather than the
inception, of the expected decline.

New J. A. Hogle Branch

IDAHQO FALLS, Idaho — J. A,
Hogle & Co., members of the New
York Stock Exchange, announce

the opening of a new branch of-

fice in Idaho Falls. . Addition of
the Idaho Falls office raised the

total number of J. A, Hogle & Co.

offices to 15.
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Total industrial production receded a trifle the past week,
but was moderately, above that of the corresponding period a

. year ago.” However, military output by itself, was steady at a high

level and well above that in 1950.

According to latest available data, new claims for unemploy-
ment insurance declined 6.8% in the week ended July 21.

Steel ingot cutput the past week held above the 2-million-
ton-weekly mark. The national ingot rate, however, eased to
101.1% of capacity from 101.5% the week before.

A modest decline was also noted in electric kilowatt output,
while loadings of revenue freight for the week ended July 28 rose
somewhat, Materials shortages, labor disputes and  suspensions
continued to have a depressing effect on automotive production
the previous week.

Paperboard production in the week ended Aug. 4, was about
4% below the preceding week, but new orders were up 96%, and
unfilled orders 24%, ;

Rail freight rates on all shipments except grain and its prod-
ucts will be raised Aug. 28, the Association of American Railroads

.reported on Friday night, last. Higher grain rates will be put into

effect Sebt. 12. Rate boosts were authorized by the Interstate,
Commerce Commission on Wednesday of the previous week be-
cause of greater operating costs. : Eastern railroads will mark up
their rates by 9%, including a 4% temporary advance allowed last
March. Roads in the South and West will increase their rates by
6%, including a 2% interim boost.

.Extension of the Controlled Materials Plan beginning in the
fourth quarter to include all classes of consumers of such critical
metals as steel, copper and aluminum, announced last week, comes
as no surprise, reports ‘“Steel,” the weekly magazine of metal
working. But import of the action is not immediately apparent.
In some trade circles the move is seen, as at least adding tempo-
rarily to the existing confusion attending CMP distribution of
steel. -On the other hand, some authorities feel it will contribute
a constructive influence for the longer term in the direction of
supply-demand balance. : ;

Indications are that the broadening of CMP to include the
consumer durable goods industries will necessitate. some adjust-
ments. in- steel mill schedules: for the fourth quarter, this trade

paper notés.. L e

The extent of these is uncertain, this magaZine points out,
adding that the view prevailing is that the new consumer goods
CMP ticket holders will be restricted to supplies within the limits
of the tonnage currently available to them in the so-called “free”

0ol. ’ y
v The general view now held is that it will be first quarter
before even a semblance of balance will be possible. Allocation
authorities right now are being flooded with requests for fourth-
quarter tonnage which cannot possibly be satistied, and, the paper
notes, requests are being turned back to consumers left and right.

As matters now: stand, concludes “Steel,” the steelmakers are
booked up over the remainder of the year on all major products.
Relatively little capacity is still open in what, up to now, has been
regarded as the “free area.”

The substantial decline in last week’s automotive output was
occasioned by the week-long shutdown of Chevrolet car and truck

assembly plants east of the Mississippi River, “Ward’s Automotive

Reports,” stated. Buick-Oldsmobile-Pontiac East Coast plants also
were closed last week and General Motors’ California assembly
plants were scheduled to be shut down for a week on Monday,
the agency added. ; .

The main plants of Buick, Oldsmobile and Pontiac in Mich-
igan, however, returned to production after being idled the pre-
ceding week and Packard resumed output after a two-week halt
because of parts shortages.

On Tuesday of this weck it was reported that the work stop-
page at the Detroit plant of the Hudson Motor Car Co., which
idled 10,000 CIO United Auto Workers for 46 days, ended with an
agreement for a study of disputed assembly line operations, Full
production is scheduled to be resumed next Monday. ;

On Wednesday of last week, passenger car producers reached
the halfway point in third quarter operations under NPA restric-
tions, “Ward’s” reported. The three months’ industry quota is
1,200,000 cars. but in the six weeks of production thus far, only
506,748 have been completed, this trade authority revealed.

The big three are building at rates assuming each of them a
few thousand units ahead of schedule when the halfway point is
passed, but the independents as a group are lagging, it added.

Personal income in:June climbed to a record annual rate of
$251 billion, according to United States Department of Commerce.
This compared with a yearly pace of $217 billion in June, 1950. The
June rate was about $1 billion above that of May, due to increases
of about $500 million each on an annual basis in payrolls of pri-
vate industry and the government,

Floods and hot weather last month cut the prospective 1951
wheat harvest to 998 million bushels, the United States Depart~
ment of Agriculture reported.

This was.a decrease of 72,000,000 bushels from its July 1 fore-
cast, and the first time since 1943 that the wheat crop dipped
below one, billion bushels. It would compare with wheat produc-

tion of 1,026 million bushels in 1950. However, the department.

said, the indicated crop, plus reserves, would be more than ample
to meet all needs.
Steel Mills Extend Record Output for
Twenty-fourth Consecutive Week
The fourth quarter will probably be the most critical period

~in the entire mobilization program for steelmakers and controls

.

o3 5

officials, states “The Iron Age,” national metalworking weekly |
the current week.” During that period, it adds, they will reap the

'peak-of frustration' from an oversubscribed steel market.

After that, demand will be just -as strong, or stronger, but

- many of -the tangles .in-the Controlled ;Materials Plan will have

been unsnarled. Af least that’s the bright hope harried executives
and administrators are pointing out to consumers now.

Inclusion in the closed-end CMP won’t mean more steel for
manufacturers of consumer durables, says this trade authority.
They’ll probably get less. They are the last to be given checks
on the steel bank. And they’ll be competing with a lot of unhon-
ored CMP checks still held by other consumers. Ly

CMP is expected to act as 'a sort of leveler among makers of
autos and- appliances. It should provide each firm a more equit-
able share—of whatever steel is available for these industries—
than would result from procurement battles in a rigidly restricted
“free” market. Big companies will likely get less, little ones more.

During the past week there has been a rush by these manufac-
turers to file fourth quarter applications for controlled materials.

Most firms who have been getting part of their steel through
conversion arrangements expect to continue doing this as long as
possible. But, states this trade magazine, ingot sources have been
drying up during recent weeks, and the big question now is what
will happen to conversion under total CMP? Obviously no one
will want to receive his allotment in this high-priced steel. All
will want their allotments to be regular mill tounage at regular
market prices. ‘

Thirty-two steel companies representing 94% of industry
capacity have received their production directives for September.’

Tentative directives for the fourth quarter have been worked
up, and producers have been asked to estimate their production in
the first quarter of 1952, i s .

One thing worrying 'the mills, “The ‘Iron :Age” ' ¢ontinues,
is that once they have their rolling schedules set up they might
be disrupted by issuance of too many overriding directives. These )
fears are intensified by recurring rumors of super priorities.for
CMP materials (Washington denies them). Mills can always ac~
commodate some directed tonnage.. But if directives become too
frequent or too large they will throw production schedules out
of kilter. 4 2

Present thinking in Washington is that controls may last two
more years, this trade publication declares. This is hard for in=
dustry to appreciate, in view of the huge expansion of basic pro-
ductive capacity already well underway,. Washington officials do
point out that controls may be lifted product by product instead
of all at once.

The American Iron and Steel Institute announced this week
that the operating rate of steel companies having 939 of the steel-
making capacity for the entire industry will be 101.59%, of capacity
for the week beginning Aug. 13, 1951, or an increase of 0.4 of a
point from a week ago.

The current week will be the twenty-fourth wherein produc-
tion exceeded 2,000,000 {ons. !

i+ This week’s operating rate is equivalent to 2,029,000 tons of
- steel ingots and castings for -the entire industry, compared to

. 101.1%, or 2,021,000 tons a week ago, and 101.9%, or 2,037,000 tons

a month ago. A year ago it stood at 100.19 of the old capacity and
amounted to 1,930,600 tons.

Electric Output Approaches High Level for 1951
Set on February 3
The amount of electric energy distributed by the electric light
and power industry for the week ended Aug. 11, 1951, was esti~

mated at -7,069,890,000 kwh., according to the Edison Electric
Institute. |

Output in the latest reporting week came close to the record
level of 7,099,385,000 kwh. on Feb. 3 for the current year.

The current total was 66,681,000 kwh. above that of the pre-
ceding week, 816,749,000 kwh., or 13.1% above the total output
for the week ended Aug. 12, 1950, and 1,539,800,000 kwh. in excess
of the output reported for the corresponding period two years ago,

Carloadings Decline for Week and Year

Loading of revenue freight for the week ended Aug. 4, 1951,
totaled 813,366 cars, according to the Association of American

Continued on page 26
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TVor Not

By IRA U.

Author of
“How to Make a Killing in Wall Street and Keep It”

Channeling the various arguments in the three-way competi-
tion for your time and money among television, radio, and

motion

TV, or not TV is a question
clefinitely on the minds of hun-
¢reds of thousands of Americans.
Irirst, the householder. Should he,
or should he
not buy a
television set.
True, the
prices have
dropped 15%
to 50% since
last March,
but . still the
color problem
is blurred, and
he may hold
off " till some
color system
is - built into
his ‘new. set.
Probably,
however, the
doubting Thomas will be goaded
to action by the fact that (1) his
neighbor has just broken out with
a 20-inch model (maybe too, he’s
fed up with the crinoline dating
of "his early American 7-inch
“knot-hole”) or (2) the lull in
our inflation hints that set prices
may be higher by Christmas, (3)
return of budget balming credit
terms—15% down and 18 months
to go—solve the dough problem
gnd (4) RCA’s color system, to
which existing sets are receptive
in black and white, assures him
against becoming a video orphan,

Secondly, what about the mo-
tion picture producer? Should he
g'ant his production toward the
movie theater or home TV? The
theater outlets built the industry,
and if everybody looked at home
television, what would happen to
the multi-billion dollar invest-
ment in playhouses? Who will pay
for high-cost feature pictures if
the video-viewer sees them for
free? Well, the somewhat im-
proved movie attendance in the
past 60 days, suggests that supe-
rior pictures will still lure people
to the cinema; and indicates that
better qualily films are the prime
assurance of “revved up” turn-
stiles. On the other side of the

picture, there are the three sys-
tems, presently being deployed
into action, for box-officing the
hoine viewer.

First is the Zenith idea, Phone-
vision, using telephone lines .to
bring feature films to you at $1
a copy. Tryout of this in Chicago
‘was most encouraging. Then Tele-

e g i e |

" ‘Ira U. Cobleigh
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the record, and in defiance of my
vow not to lace my writing with
a lot of statistics, look at the com-

COBLEIGH petitive picture now.

Radio Sets in America
41,900,000 homes have radio.
30,000,000 ~ extra sets are in these
’ homes. !
auto radios are in use.
‘radios ‘are in public

places. i

:19,100,000
pictures. 5,000,000
meter, 50% owned by Paramount ———-——
Pictures, has picked up where the 96,000,000
old quarter gas meter left off. You .
drop in your money and you get
the feature attraction, presumably 13,093,000 — Total 7/1/51
minus the “selected short sub-: What can we glean from these
jects”—and all without uncrossing items? First that TV has really
your knees or leaving your arm-tdone a terrific selling job. Second,
chair. TV has not scratched the surface
Another pay-and-you-see system>in _the “second-set” department
is called Subscriber Vision spon-:and wide sections of U. S. A. are
sored by Skiatron Electronics and- still without television. Third, and
Television Corp. Here, some sort’ this' is negative, the 19 million|
of specially keyed card is inserted’ auto radios fill a market that TV
in a slot gadget, attached to your’ will. never even enter, You can’t
set. For a projected $2, this card- drive, watch ‘the road, and look
‘will provide several hours of pro- at TV all at the same time.
grams, either exclusive films, or Another thing, at breakfast and
sporting events, like a Yale-Har- shaving, radio- programs will al-
vard-game. s ways. outperform TV; and while
H ; : , .1 the "little woman is washing the
Thus, the movie prgducer_, Whlle, dishes, ironing your shirt, making
still in business, and in a big way, the ‘bed Keti h
cannot at the moment be certain he € tsho'%VTalf‘ € mgzu 0“2 can
whether the theater, or the home, ? e.wa}il ¢ T et °“rt Wil get.you
is the big future outlet; but in V€ SheS ld l;:’ en;fotsoaf) gpera,
either event he plans to latch on, 1€¢iPes, and .breaxiast cubs. on
{o tangible revenue for his radio. So don’t write off radio,
product E along with-the dinosaur and -the
i ) 7 hoop skirt. Could be Dagmar will
Next comes the theater owner. peyer replace Mary Margaret Mc-
Must he sit idly by, while patrons pride or John’s Other Wife!
stay away in droves to see the " mhere are, however, some TV
plctgres {)“ home screens, that gactors that are not to be sneezed
they’ve always paid him to pro- at .The $40,000,000 new co-axial
vide? Well, the answer again Is ¢ap]e, coast-to-coast; plus 107
quahlty. I'fl t‘he picture is good, microwave towers scheduled for
Pegptf’f “1/(1)10;0;161:11;1“;!599 it. grtemiiere %epteér‘l}aerlt%thlis l?) big
et’s it another way. fat-plus for TV.: will - bring
gg:tolr{r;s S(:b(l?l[(l)’ltd chan%’,ﬁ: o‘:ergigbl'}';. receplgon. to n_evs‘/:l millions, r?ake'
u er will, by habit; possible improved programs from
and for glxaxxge of scene, still hegd the: dramatic font of Hollywood,
e obioie a0 L Dt Bvents b the Riss Boyd
s, and Will special events as the Rose Bow
still pack the stands for an Army- game. And if, following the fah-
‘I;I:V{I ga.mef,. ghy%rldtieriogstgr a gstic ftuccess ﬁ{ the Kefauver
e Louis fight. So, thoug! ere Committee on , We can view
are nealey ?:0,000 playl}ouses plus the Congress_in _Washington, in
3,200 drive-in movies, it would be process of legislation, then a new
{x}}lost unv&gstta to Eol;ow, sheeﬁ)-lxke, legion of set buyers may come
e prophets o oom. who say forth.
tha.t 4,500 movies 'will cobweb  Others, too, must answer the
t})elr ma rq.u ees in the next 2 question posed by this article. Ad-
years. Pictures can improve, and ve;nsers may_fgnd the increasing
{‘elggnzvz;t;c?;n{qti(s to yzlpe-lme fea- price ofdtelev;swn 1shows return-
ike a top-run prizé ing inadequate sales dividends.
fight onto movie screens suggest To% vidc;jl [ entertainnﬂé‘r’llt er?lasy
thgt the playhouse pegsxmists had price itself out of the advertiser’s
better' go back to their neuroses. budget and cause extensive rever-
Amerlcansl are the roving kind. sion to radio plugging. Also the
A good picture, or an exclusive radio stations themselyes must
event, can rouse them from theijr d¢cide how deeply to invest in

X ; television facilities when, up to
hearthside or video lethargy, even now, all their big e'arnin,gs ﬁave
now.

~ been beamed in on radio.
Then what about radio? Must " “?ndfaiﬁlaﬂly the investment mar-
radio be blanketed by the fact K&l With its antennae ever prob-
that. TV .cah . b both séen . and ing for  attractive growth "situa-

‘tions, ponders each day th i
heard? I don’t think so. Justfor 1o ¥ e, de

— Total 1/1/51

Television Sets in America

‘sirability of television shares, and
the selection of those with' the

“Call Merrill Lynch®

That’s a_good suggestion any
when it’s _hard to find the

Why?

Beyause we have 50,000 miles
offices from coast-to-coast . .
of customers and dealers for
you' want,

What's more, we’re ha
can help, just—

«Call Merr‘ill Lynch”

Trading Department.

- MERRILL LYNCH, PiERCE, FENNER & BEANE
70 Ph‘)\JE STREET, NEW YORK 5, N. Y. - >
Offices in 97 Cities

time in unlisted securities—especially
buyers .or sellers you want. *

. can contact literally thousands

ppy to do it. So, any time you think we

brightest future.

A quite decent case can be
argued for current commitments
in radio around 22, Zenith at the

#World’s Largest Manufacturer
of Display Equipment”

‘L. A. Darling

Order Backlog
Approximately
$6,000,000.
.859%, Are
Defense Orders.

of private wire that link ‘100

the particular issues or ' quotes

Information: on-Request

Moreland & Co.

Members: 3 v
Midwest Stock Exchange
Detroit Stock Exchange

1051 Penobscot Building °

DETROIT 26, MICH.
- Bay City

Muskegon

60 level, and United Paramount
at 20.

RCA, with its extensive manu-
facture of radio and television
sets, its colored video' system, its
wide networks in both radio and
television and its research, gives
a broad call on the future of
ether entertainment. The 13,881,-
016 shares of common -.assure
plenty of trading -activity, and
have traditionally responded well
to good news and bright prospects.

Zenith has been expert at elec~
tronics from the start and has
never cluttered up its foward
motion by excursions into appli-
ances such as ice boxes or ironers,
Earnings have been ‘expanding,

and the 492,464 shares of common -

sell today at roughly 4 times in-

dicated 1951 earnings. A good line.

of sets, dynamic management, and

interesting Phonevision . possibili-"

ties, plus rumors of a stock split
give your speculative imagination
plenty of free play here,

United Paramount presents it-

self as sort of an across-the-board-

coverage of all three mediums.
It has an interest in 958 theaters

(689 wholly owned); and assum-’

ing successful merger with

American Broadcasting, five radio’

with. 290 affiliated stations; and

‘five television stations *with 58
affiliates. A 10% yield on the

current dividend basis gives you
some present reward; and there
are reasonable hopes for a new
and higher earnings horizon.

So in' deciding TV or not TV,
we are in no position to sing
dirges for theaters or radio, even
though recent television growth
has outdistanced them. Mass at-
tendance at movies is still a de-
pendable American phenomenon;
radio will even reach our ears
when our eyes are elsewhere oc-
cupied; while more cables, 2,000
total stations in the offing, and
rising national inccme suggest a
future ratio of at least one tele~
vision receiver for .eich. three
radios. &

With the above ideas dialed in
for your benefit, I think you are
now ready to answer, in your own
way, the question TV, or not TV.

M.Y. Gurb Ticker Quotes
In Pacific Northwes!

Curb Exchange stock and bond
ticker service were introduced in-
to. the Northwest Aug. 8 when
tickers went into operation in two
leading cities of that area. Curb
Exchange market quotations
transmitted direct from the trad-
ing floor of the exchange are now
available to investors in Portland,
Ore., and Seattle, Wash.

The opening of Curb Exchange
ticker service in the Northwest is
a further step in the program of
the members of the exchange to
provide Curb Exchange quota-
tions for a wider and wider seg-
ment of the nation’s investing
public, according to Edward T.
McCormick, Curb President, who
announced the expansion move.

F. P. Gallagher, Jr.,
With W. H. Morton

W. H. Morton & Co., Inc., 15

"‘Broad Street, New York City, an-

nounce that Francis P. Gallagher,
Jr., is now associated with the
firm. -

EST.
- STATE AND MUNICIPAL BONDS
| ~ CORPORATE BONDS
LOCAL STOCKS

1894

College
Scholarships

' By ROGER W..BABSON

Contending present conditions of
college scholarships are unfair,
Mr. Babson advocates corpora-
tions have their employment man-
agers go to high schools and
select best students and help fi-
nance them through college. Says
best way to help young people is
to give them opportunities to
work and earn money.
I have recently received from a

devoted father the copy of a letter
which he wrote his son on grad=

_uation. In it he says:

“Mother and

I are proud of

the record you
have made in
sehooland
college, espe-
cially by your
continued -
faith in God
and = cons ant
association
with the
Church and
the things it
stands for

- Now I have

been thinking
of what togive
you as a grad- J
uation present. Mother wants me '
to_give you a fine Lincoln Con-
vertible car; but I just don’t feel
it .is right to do so. }
“Hence, ins.ead of giving you
the car, I am enclosing a deed to
forty acres ‘of good land worth -
three times the cost of the car.
Land and labor are the basis of all
wealth, especially in this day of
inflation. Land is more -desirable
than money. Land will keep get=
ting more valuable if you give .
it half the attention you would
give a car. If you take care of
your land, son, it will take care
of you. I cannot object to your -
having a Lincoln, as I have two; .
but I earned fthe ‘money with
which I bought mine and I want
you to do likewise.” )

Roger W, Babson

Present Unfair Conditions

During the summer I have
taiked - with several high school
principals. They tell me that some
of their highest and hardest work-

ing students have not the money

to go to college. They -can get
partial scholarships, but unless
they can live at home, they just
can’t swing it. On the other hand,
students who are much less de-’
serving go to college with an’
automobile and a big spending
allowance.

“Large corporations which send
their employment managers to the
colleges to hire the “best grad-
uates” would do far better to go
to the high schools and select their
students by their high school rec-

ord and then help finance these .

students ' through college. These
corporations are now doing their
picking four years late! :

'Inhportance of Summer Work
"Of one thing I am certain—
namely, that how high school

WALNUT 0316
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students use their summers is of
‘great importance. I have about
come to the conclusion that I will
employ only those who have worked
every summer during high school
and college. Those who have
earned at least half their college
-tuition and board are to be pre-
ferred. The best young people to
-hire are those who have earned
their entire way through college,
-with the help of scholarships and
summer work.

' Home Training Important

A person can do too much for
. his children or grandchildren. Un-
less a young person has learned
to love work, something is wrong.

It may have been careless school
.or home training, or giving the
boy or girl too much money. Cer-
tainly more high school young
people are harmed by having ioo
- much money, ra.her than too lit-
tle money. &

It is easier for a parent with
money to say “yes” rather-than
_refuse; but isn’t this pure selfish-
ness on the part of the parent or
grandparent? Sometimes I think
that families lacking money are
more - fortunate than those pos-
sessing it, Certainly * this whole
educational and - home training
problem is topsy-turvy.

Helping the Worthy

The best way to help young
people is to give them opportuni-
ties {o work and earn money, If
they stick to the job—or them-
selves find a be ter one—then
they will come out okay. I some-
times think a young person will
do’ better in a job which he or
she finds without family help. But
idleness is dangerous to all con-
cerned.

Next to giving young people
good opportunities to work, per-
haps the best way to help .them
is to say to the high school prin-
cipal:—“I want to. help some
worthy student who is anxious to
go to college but who must help
his family and hence thinks he
can’t do so.” Let me add that I,
myself, would like to so help two

-~ or three such students who would

immedia‘ely write me.

What About Trust Funds?

I believe in Trust Funds for
children and grandchildren; but
they should serve as insurance in
case of sickness, old-age or hard
luck. They should not result in

making it unnecessary for the’

beneficia'ry to work, save and be a
useful citizen. The love of work
is a blessing.

Instead of arranging for the
young person to get all the in-=
come when 26 years of age—it
may be better to make him co-
trustee with the bank but to move

- the 26 years up to 40 years.
Trustees, however, should have
power to use part of the accumu-
lated income to help in case of
need.

Joins Livingston, Williams
(Speein]l to THE FINaNciAL CHRONICLE)
CLEVELAND, Ohio~— Stanford

A. Herrick - is with Livingston,

Williams & Co., Inc., Hanna Build-

ing. In the past he was with Otis

& Co. :

Edward Brender Opens

Edward Brender-is engaging in

a securities business from offices

" at 108 East 17th Street, New York
City.

Col. J. P. Crehan Opens

OKLAHOMA CITY, Okla.—Col.
John P. Crehan is engaging in the
securities business from offices in
the Colcord Building.

.
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From Washington
Ahead of the News

By CARLISLE BARGERON |

During World War II, I had occasion to visit the Kaiser ship-
yards in Portland, Ore., several times. One heard numerous stories
about the inflated wages being paid to young boys and girls drawn
from the farms as far away as Iowa and employed in the yards as

“steam fitters” when all they had to do was to
g0 about a vessel in the course of construction
and place a chalic mark at intervals designated
onr a blue-print.  One particular father and his
three daughters, the oldest of whom was 20
averaged $600 2 week.

This episode I saw with my own eyes:
Into Portland’s leading department store
walked a young miss, about six months off the
farm, and asked to be shown a fur coat. She
had on the slacks and helmet of her trade.
The sales 'girl, thinking 1o embarrass her,
brought out a luxurious coat and said haught-
ily: “Here is something we have for $1,200.”

3 The girl without batting an eyelash asked
if she might try it on. When it fitted, she
calmly neeled off 12 $100 bills and asked:

“Could 'I now see something for every day
wear, - something -about - $400.” ¥

: The political theory behind price controls now, as it was then,
is that this semi-literate young girl should be permitted to make a
hundred or so a week, with overtime, and the economy of the
country should be placed in a straitjacket so she.won’t have to
pay so much for such as fur coats, or Grade A beef steaks.

.....There is a tremendous agitation in Congress just now to spend
billions on low cost housihg for the workers at defense plants.
Not or.ﬂy must they receive the exaggerated wages which they
are paid but they must also be given subsidized housing to make
their living really worthwhile and to save them from the Com-
munists. - The plight of these neglected workers is being depicted
in cartoon and otherwise propagandized in such a way. as to
bring tear§ to your eyes, and the members. of Congress who won’t
fall into line behind the housing bill are being described as the
senseless tools of heartless capitalistic interests. ’

Nearly every day you hear speeches in  Congress - and
harangues from-Leftist radio commentators that while we permit
“big business” to write off expansion costs in tax deductions over
a period of five years, an outright gift to them, so the agitatio
goes, though it is wholly untrue, we consign these patrioti
workers to intolerable living conditions and what,is worse, con-
dition them for Communism ] TN

Political catering of this sort to these organized workers is
the well spring of the price control movement although I know
that it has many ramifications and ‘is supported by many of our
best editors and-opinion moulders on the ground that controls are
nécessary to prevent inflation. -‘The promoters of controls glibly
explain, of course, that the surplus earnings of these organized
workers will be and should be “siphoned off” by taxes.

That a supposedly free people’s earnings should be “siphoned
off,” not just to raise revenue for the government but primarily
to “prevent inflation” is a commentary, in itself, on our current
thinking. But they aren’t “siphoned off,” they were not ‘“siphoned
off” in Werld War II and they are not going to be “siphoned
off” now. The CIO will see to that. The workers under the
benevolent training of the CIO—and I specify the CIO because
that is where the “educaticn” actually originates—have come to
to be insensible to taxes. Only their “take home” pay is intheir
consciousness and you can bet your boots that regardless of how
much is “siphoned off” in taxes the CIO will see that the ex-
aggerated level of their “take home” pay is maintained.

When the chaff and the grain are separated in the continual
propaganda about price controls and inflation, you will find that
controls essentially mean a bureaucracy of some 60,000 persons
under a mediocre politician named Mike DiSalle whose more
likely contribution will be to boost prices rather than bring them
down.

It seems to me that it is important to keep in mind during
this agitation that “inflation” as currently used in this country
is a nolitical term. It was not very prevalent in our vocabulary
of the hifalutin’ ’20s when as I recall it, most of our economists
agreed with Calvin Coolidge and Andrew Mellon that we could
go or: the way we were going forever. “Inflation” then was some-
thing such as occurred in Germany when money became utterly
worthless. It is noteworthy that in the current agitation the
American dollar is the most sought after currency in the world.

“Inflation” as currently used is something dug up and in-
troduced into our language by the brain trusters of Roosevelt the
Great. It was something else that only he could save.us from.
He was by way of saving us from Hitler and the Nazi hordes at
the time and you would have thought such saving would have
contented one man. But out of a clear sky, as the decks were be-
ing cleared for the 1944 Presidential campaign, we were told that
we faced an even greater menace than Hitler and the Nazi hordes
and this greater menace was “inflation,” But if we followed along
with the Great Man, and did ‘what he said to do, particularly
reelect him, we would escape this disaster.

Mr, Truman, pursuing ine fexr philosophy, kept up the “infla-
tion” scare after he came in, along with the scare about the atomic
bomb. But controls, the “prevention of inflation,” kicked him in
the teeth in the Congressional campaigns of 1946 and he soured
on them. He was soured on them when Korea came along so the
Republicans, not being' very original, took up the “inflation” Scare
and agitated for controls. Truman finally came back to the real-
ization; under the pressure of ‘the CIO, that there are votes in

Carlisle BGargeron -

the buncombe of “warding off inflation,” when housewives are -

sensitive to rising prices, and again took up the “inflation” scare.
Whereupon the Republicans cooled off in their ‘ardor for controls.
Such are the political shenanigans of the times; none of it goes to
the basic disease of government spending and high taxes.

LETTER TO THE EDITOR:

(599) 7

/

Swiss Trade With Iron Curtain
Countries of Minor Significance

Dr. Winkler holds reported decision to modify commercial
policy with East has only moral significance,

Editor, Commercial & Financial
< Chronicle: :

Switzerland’s decision, as -re-
ported in Geneva press dispatches,
to ‘modify her commercial policy
with respect to the Soviet-domi-
nated coun- :
tries is’ more

- important for

whatever
moral effect it
may have in
the United
States and
Western E u-
ropean circles
than for its
economic - sig-
nificance.
Last year,
Swiss trade.
with the So- -
viet bloc
amounded to
only $116.4 million of g total trade
of $1,953.6 million, or 5.8%, Im-
ports from the Eastern countries
amounted to $50.4 million, or 4.8%
of a total of $1,048.8 million, while
exports aggregated $66 million, or
73% of total exports of $904.8
million. Last year’s figures are the
lowest. in years, both in respect. of
amounts. and relation to total
trade. In 1949, Swiss imports from
the- Eastern countries, amounted
10:6% of total imports, comparing

Dr, Max Winkler

with 6% % in 1948 and 13.2% in

1937. Exports from the Eastern
bloc amounted in 1949 to 8.7% of
total exports, compared with 8.8%
in 1947 and 10% in 1937. -

An analysis of foreign trade fig-"
ures for eight Marshall Plan coun-
tries reveals that exports to and
imports from the  Soviet ° bloe
amounted to well over one and
one-half billion dollars, with the
Western countries recording a so-
called adverse balance of trade of
$100 million. Total trade of the
countries under review amounted
in 1950 to more than $48%; billio
while trade with the Eastern blol
totaled $1,564.8 million, or 3.3%
of the total. Of total imports of
more than $23%; billion, imports
from the Soviet bloc amounted to
$832,800,000 or slightly more than
3% %, while exports totaling: $732
million represented less than 3%
of total exports of almost $25 bil-:
lion. ;

It is abundantly clear that fur-
ther reductions or even total elim=
ination of trade with the East will
have no appreciable effect upon
the economy of the Western na-
tions, especially so long as the
United States continues to extend
to them financial assistance.

MAX WINKLER
Bernard, Winkler & Co., - o
11 Wall Street,

New York City.

Aug.7,1951.

: T)u's adverl‘isemem is neither an offer to sell nor a solicitation of offers to buy any of these securities,

i The offering is made only by the Prospectys. » 5.

August 16, 1951
el

$35,000,000

- Province of British Columbia
(CANADA)

.

Debentures

Rate
%
%
%

3%%

Amount
$6,000,000 3
$1,500,000 3
$1,500,000 3
$26,000,000

: Maturity
August 15, 1955
August 15, 1956

" August 15, 1957
August 15, 1976

Approximals
Yield To
Maturity
3.10%

3.20%
3.259%,

Offering
Price

99.63%
99.089%,
98.65%
97.55%

Plus accrued interest from August 15, 1951

Copies of the Prospectus may be obtained from any of the several underwrilers
only in Stales in which such underwriters are qualified to act as t{mlrr:
in securitics and in which the Prospectus may legally be distributed,

The First Boston Corporation

Harriman Ripley & Co.

Incorporated

The Dominion Securities Corporation

Smith, Barney & Co.

A. E. Ames & Co.

Incorporated

Halsey, Stuart & Co. Inc,:

Wood, Gundy & Co., Inc.

McLeod, Young, Wei‘r, Incorporated
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Dealer-Broker Investment
Recommendations and Literature

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

Chain Store Outlook—Analysis—Dreyfus & Co., 50 Broadway,
New York 4, N. Y. Also available is a bulletin on Delaware,
Lackawanna & Western, !

Electric Utilities—Analysis—H. Hentz & Co., 60 Broad Street,
New York 4, N. Y. Also available is a list of selected com=
mon stocks and a memorandum on Buda Co.

Electronics—Bulletin—Dean Witter & Co., 14 Wall Street, New
York 5, N. Y.

Graphic Stocks—January issue contains large, clear reproduc~
tions of 1,001 charts complete with dividend records for the
full year of 1950, showing monthly highs, lows, earnings,
capitalizations, volume on virtually every active stock on the
‘New York Stock and Curb Exchanges—single copy $10.00;
yearly (6 revised issues) $50.00—special offer of three edl-
tions of Graphie Stocks, 1924 through 1935; 1936 through 1947
and up-to-date current edition, all for $25.00—F. W, Stephens,
15 William Street, New York 5, N. Y. :

“Infermation Please!”—Brochure explaining about put-and-call

options—Thomas, Haab & Botts, 50 Broadway, New York 4,
New York.

Laggard Rails—Bulletin—Francis 1. du Pont & Co.,, 1 Wall
Street, New York 5, N, Y. 3
Over-the-Counter Index—Booklet showing an up-to-date com-
parison between the 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 a 12%-year period.
Of the 35 companies represented in the National Quotation
Bureau’s Over-the-Counter Industrial Stock Index, 12 trace
their ancestry to years before the Civil War and another nine
had their beginnings in 1900 or earlier. Twenty-three of the
companies have been paying dividends continuously from
seven to seventy-nine years. Of the:other twelve, one started
paying dividends. 119 years ago, and its stockholders have

received annual dividends regularly with the -exception of -

the years 1833, 1840 and- 1858—National Quotation Bureau,
Inc., 46 Front Street, New York 4, New York.

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

Treasury and ‘Municipal = Securities—Analysis—Aubrey G.
Lanston & Co. Inc., 15 Broad Street, New York 5, N. Y. '

Utilities—New  analyses of 17 utilities showing opportunities
still available in undervalued stocks—also available are new
- ratings reports on 15 Electrical Equipment, Radio and Tele-
vision, 44 Chemical, Drug, Liquor; 37 metion picture and
insurance; and 45 food stocks—special introductory offer
including four weekly editions of ratings and reports with
special situations recommendation, supervised account report,
two fortnightly letters. and four weekly supplements, plus
48-page edition on Electrical Equipment, Radio and Utility
'Stocks and Commentary on New 1951 Taxes—$5.00—Dept.

%F&ﬁ’ Value Line Survey, 5 East 44th Street, New York 17,

Aluminum Industries, ‘Inc.—Bulletin—Stanley Heller & Co.,
30 Pine Street, New York 5, N.Y.

Associated Development & Research—Comments in “High-
lights”"—Troster, Singer & Co., 74 Trinity Place, New York
6, N, Y. In the same issue will be comments on Crowell~
Collier, Jacob Ruppert and Talon, Inc.

Audio Devices, Inc.—Analysis—Peter Morgan & Co., 31 Nassau
Street, New York 5, N. Y.

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

Connecticut Light & Power — Descriptive bulletin — Chas W.
Scra}nton & Co., 209 Church Street, New Haven 7, Conn. Also
available are bulletins on United Illuminating, Connecticut
Power, New Haven Gas Light, Hartford Electric Light, and
Hartford Gas,

L. A. Darling —Data — Moreland & Co., Penobscot Building,
Detroit 26, Mich.

Durez Plastics & Chemicals, Inc.—Brochure—Harriman Ripley
& Co., Inc., 63 Wall Street, New York 5, N. Y.

Electro]l, Incorporated—Analysis—Amott, Baker & Co., Inc.,
150 Broadway, New York 38, N. Y. Also available is the cur-
rent issue of the Amott-Baker Realty Bond Price Averages,

General Cable Corp. — Data — du Pont, Homsey & Compa
31 Milk Street, Boston 9, Mass. Y oo
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Georgia Pacific Plywood Company—Analysis—Walston, Hoff-
man & Goodwin, 35 Wall Street, New York 5, N. Y.

Graham Paige—Circular—James J. Leff & Co., Inc., 50 Broad

Street, New York 4, N. Y.

Interstate Power Company—Analysis—Vilas & Hickey, 49 wall’
Street, New York 5, N.' Y. Also available is a bulletin on
Southern Railway and on the effects of the Freight Rate

Increase,

Kropp Forge Company—Bulletin—O. B. Motter & Associates,
500 Fifth Avenue, New York 18, N. Y.

Mexican Light & Power—Analysis—New York Hanseatic Cor-
poration, 120 Broadway, New York 5, N.Y. 5

Murphy Chair Company—Discussion—Cruttenden & Co., 209
South La Salle Street, Chicago 4, I1l.

National Oats.Company—Bulletin—Scherck, Richter Company,
320 North Fourth Street, St. Louis 2, Mo.

Naumkeag Steam Cotton Company—Data—Chas. A Day & Co.,
Inc., 199 Washington Street, Boston 8, Mass.

Nekoosa Edwards Paper Co.—Memorandum—Loewi & Co., 225
East Mason Street, Milwaukee 2, Wis.

New Britain Machine Co.—Memorandum—Cohu & Co., 1 Wall

Street, New York 5, N. Y,

Niagara Mohawk Power Corp.—Analysis—E. F. Hutton & Co.,
61 Broadway, New York 6, N. Y.

Plymouth Oil—Analysis—Van
Street, New York 5, N. Y.

Alstyne, Noel & Co., 52 Wall

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 Senecs

Falls Machine Co.

Robert Gair Company—Analysis—Freehling, Meyerhoff & Co.,
120 South La Salle Street, Chicago 3, Ill. Also available are
analyses of International Minerals & Chemical Corp. and
Sylvania Electric Products, Inc.

Scott Paper Company—Detailed brochure—Smith, Barney &
Co., 14 Wall Street, New York 5, N. Y. Also available are
memoranda on Eastern Air Lines, Inc., G. D. Searle & Co.,

and Texas Pacific Land Trust.

Seabrook Farms Co.—Analysis—Ames, Emerich & Co., Inc., 105
South La Salle Street, Chicago 3, Il

Talon, Inc.—Bulletin—Remer,

Mitchell & Reitzel, Inc., 208

South La Salle Street, Chicago 4, Ill.
Telecomputing Corp.—Supplemental bulletin—Hill Richards &

Co., 621 South Spring Street,

Los Angeles 14, Calif.

Tennessee Corp.—Analysis—Jacques Coe & Co., 39 Broadway,

New York 6, N. Y.

Townsend Co.—Memorandum—Blair, Rollins & Co., Inc., 1528
Walnut Street, Philadelphia 2, Pa.

U. S. Thermo Control—Data—Raymond & Co., 148 State St.,
Boston 9, Mass. Also ‘?vailable is information ;:on: Thermo

King Ry. '

Webster-Chicago Corp.—Memorandun'n—-Carl McGlone & Co.,
105 South La Salle Street, Chicago 3, Il !

Glass Fibers
Emhart Mfg.

Durez Plastics
o

Tennessee Products

Primary Markets

TROSTER, SINGER & Co.

Members: N. Y. Security Dealers Association
74 Tridity Place, New York 6, N. Y.
Telephone: HA 2-2400. Teletype NY 1-376; 377; 378
. Private wires to -
Cleveland-Denver-Detroit-Los Angeles-Philadelphia-Pittsburgh-St. Louis

Sterling’s Role as International Gurrency

Federal Reserve Bank of New York, in reviewing -Britain’s
international economic position, says, despite Britain’s con-
tinued adverse balance of payments, sterling remains relatively
scarce in non-sterling world, and recent relaxing of exchange’
controls has increased usefulness as international currency.

In an article entitled “Brit-
ain’s International Economic
Position,” in the August issue
of the “Monthly Review of
Business, Conditions,” pub-
lished by the Federal Reserve
Bank of New York, the view
is held that mnotwithstanding
recent developments which
have led to deterioration in
Britain’s balance of payments,
there are still elements of
strength in  maintenance of
sterling as an. international
currency. Concerning this
topic, the article states:

The sweeping changes in Brit-
ain’s international economic po-
sition since Korea reflect the ex-
treme  sensitivity of the British
economy to variations in'the in-
ternational political and economic
climate. Situated at a strategic
crossroad of world trade and fi-
nance, the United Kingdom func-
tions not only as a major pro-
ducer and trader on its own ac-

count but also as the banker for

the very large group of countries
constituting the sterling area. In
the latter role Britain serves as a

- clearing house for the overseas:

members of the sterling area, who
settle  their international receipts
and payments through their ster-
ling reserve balances in London.
In the case of dollar transactions,
the United Kingdom undertakes
to provide, in exchange for ster-
ling, the dollars required by these
countries; the latter, for their
part, deposit their current acquisi-
tions of gold and dollars in Lon-

don in exchange for credits to
their sterling balances. The Brit-
ish gold and dollar position ac-
cordingly depénds not only upon
the net dollar balance of the
United Kingdom itself but also
upon the gold and dollar surpluses
or deficits of Australia, India,
Malaya, and the other overseas
members of the sterling area.
Prior to the war, the dollar ac-
counts of the sterling area were
characterized by a triangular pat-
tern of payments under which the
usual gold and dollar surpluses of
Overseas-Sterling Area countries
such as South Africa and Malaya
served to finance the more or less

normal deficits of the United-

Kingdom with the dollar coun-
tries. The triangle was completed
by a British balance-of-payments
surplus with the Overseas-Ster-
ling-Area countries. This pattern
of payments was disrupted by the
war, thereby seriously complicat-
ing Britain’s efforts to regain dol-
lar viability. Although the dollar
exports. of the Overseas-Sterling-
Area countries quickly recovered,
their dollar imports rose even
more swiftly, with the result that
their traditional dollar surpluses
shifted to heavy dollar deficits.
This shift in the dollar balance
of payments of the Overseas-Ster-
ling-Area countries was one of
the major causes of the British
dollar crisis that culminated in
the devaluation of sterling in Sep-
tember, 1949. - ) ‘
Since . the devaluation of the
pound the dollar balance of pay-
ments of the sterling area has

_importers :
. creases in - sterling area commod-

passed through two distinct phases,
the dividing line between them '*
being marked by the outbreak of
hostilities in Korea. In the first
phase, from devaluation to Korea,
the sterling area not only suc-
ceeded in closing the gap in its
dollar accounts but did so without
any major increase in its dollar
exports. The adjustment, instead,
was effected primarily by dollar-
import cuts, initiated by adminis-
trative restrictions in-‘the mid-
summer of 1949, and subsequently
reinforced strongly by the con-
certed devaluation of the sterling
area currencies. As a result, the
triangular pattern of settlements
that had been characteristic of the
prewar period reappeared. The
Overseas Sterling Area reverted .
to its traditiona] dollar surplus,
which during the first six months
of 1950 more than offset the much
reduced deficits of the United
Kingdom itself with the dollar
area and of the entire sterling
area - with the non-dollar coun-
tries. :

Having thus regained a consid-
erable measure of dollar viability
before Korea, the sterling area
has been able to devote the huge

‘increases in its dollar-export earn-

ings. during the past year to
strengthening its gold and dollar
reserve position, In this second .
phase, the predominant develop-
ment has been the spectacular rise
in the value of raw material ex=
ports of the Overseas-Sterling-
Area countries, their surplus with
the dollar area increasing, as‘'a
result, to record levels during the
winter months of 1950-51.  Simul-
taneously the more or less normal
deficit- of the United Kingdom
with the dollar area became con-
verted into a surplus of $124 mil-
lion in the second half of 1950,
While an expansion of British
dollar exports gontributed to this
surplus, an even more important
factor seems to have been an in-
flux of dollar funds probably at-
tributable both to speculation dur-
ing the autumn on a possible ap-
preciation of the pound and to
forward purchases by American
who anticipated in-

ity prices. Finally, in contrast to
Britain’s initial concern lest she
should lose gold to the European
Payments Union, the sterling area
as a whole actually earned an
EPU surplus of $635 million equiv-
alent in the first nine months of
the Union’s operations, and Brit=-
ain received $89 million from the
EPU during that period. Favored
by this unusual combjnation of
circumstances, the gold and dollar
surplus of the .sterling area as a
whole rose remarkably last win-
ter, running at an annual rate of
$1,516 million during the six
months from October, 1950 to
March, 1951. Indeed the recovery
of the sterling area’s dollar posi-
tion was so rapid as to permit the
suspension of Marshall aid to the
United Kingdom as of the. begin~
ning of 1951, 18 months in ad-
vance of the scheduled termina-
tion date.

This swift enlargement of Brit-
ain’s reserves could not be main-
tained indefinitely, and for some
time past there have been indica-
tions that the sterling area was
moving toward a more balanced
position in its dollar accounts.
During the second quarter, the
dollar earnings of the Overseas-
Sterling-Area countries apparent-
ly have fallen off sharply. This
decline is partly attributable to
seasonal factors, it is true, but the
recent recession in the prices of
certain raw material exports of
the Overseas Sterling Area, cou-
pled with the curtailment of
United States stockpiling and pri-
vate inventory accumulation, may
have exerted an even greater in-
fluence. Furthermore, the dollar
imports of both the United King-
dam and the Overseas Sterling
Area have risen substantially in
recent months, Finally, Britain’s

Continued on page 39
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Britain’s Financial and
Economic Situation

By the RT. HON. HUGH GAITSKELL, M. P.*
Chancellor of the Exchequer, Great Britain

In'a Parliamentary address, Britain’s new Chancellor of the
. Exchequer revisws difficult financial and economic situation
and prespects that lie immediately ahead. Advocates conserv-
ing scarce materials, increasing productivity, and larger meas-

ure of price and wage controls.

QOutlines Britain’s difficult

_external frade and exchange situation, and proposes limitation
: of corporation dividends, continuation of subsidies, and more

restraint to -credit expansion.

Concludes granting of higher

wages now would disrupt British economy.

Three and a half months have
passed since the Budget and the
publication of the Economic Sur-
vey, and it is clearly desirable that
before we
spearate for
the Summer
Recess we
should review
the economic

~ developments

-which have

“taken place

"since then, §

- examine the '§

"prospect

- ahead as far

" as we can, and
discuss what
further meas-~
ures may be

' required.

In my Budget sp°ech I picked

" out three outstanding features of

the economic situation — the im-

pact of the defense program it-

“self; the additional burden im-

posed upon us' by the way in

' which the prices of our imports

" had risen so much more than the

~ prices of our exports; and short-

ages of materials.

I should like first of all to say
something - about production, al-
though ' to some extent this was
covered in last Monday’s debate.
In the Survey it was estimated
. that the level of industrial pro-
duction this year might be some
49% higher than in 1950, In the
five months up to May, it has ac-
tually - been  running about 5%
higher than in the corresponding
months of 1950, so that so far we
have been doing at least as well
as we expected. But what is the
outlook for the rest of the year?

For many imported raw ma-
terials I would say that prospects
are now rather brighter. This is
true of sulphur, of tungsten and
of molybdenum, though supplies
will still be below our require-
ments. It is true of cotton, where
the prospect of a good American
crop this year has eased the situa-

Rt. Hon. H. Gaitskell

tion. On the other hand, shortages,

of nickel, copper and zinc all re-
main acute, though they may be
eased to some small extent, at any
rate, by substitution.

In my view, the biggest direct
check to the expansion of our in-
dustrial production at the moment
is the shortage of steel. It is
primarily - shortage of 1mported
iron ore and scrap which is limit-
ing steel output, but despite this
we have, I think, a fair chance of
reaching a production of 16 mil-
lion ingot tons this year. With

some reduction in stocks and with-

the greatest possible economy in
the use of steel, this should, I
think, support an increase of 4%
in total industrial production dur-
ing the remainder of the year.

Coal Production

But it is when we look ahead
to 1952 that there is ground for
serious anxiety, and this brings
me to the subject of coal. The out-
put of coal has been increasing,
and the whole nation appreciates
the splendid response made by the

" miners to the Prime Minister’s ap-

*A speech by Chancellor Gaitskell in

+ the House of Commons, London, Eng.,

July 26, 1951,

peal. But home ' consumption is
rising even faster, though I can-
not agree that this is directly at-
tributable to rearmament. Given
full employment and rising pro-
ductivity, the industrial use of
coal would probably be just as
high if we had not embarked on
the rearmament program.

The first impact, of course, of
the coal shortage inevitably tends
to be con coal exports, and in the
first five months of the year these
amounted to only 2,500,000 tons
against 6,750,000 in the corre-
sponding months of 1950, Most of
these exports, or at any rate a
large proportion of them go to
Western Europe and occupy a key
position in our trade with those
countries upon whom we depend
for many supplies which are ab-
solutely vital to our industries—
timber, wood pulp; pyrites, and,
most important of all, the bulk of
the imported iron ore which is
and will be badly needed for pro-
ducing steel at home.

Unless we can export enough
coal we risk losing those essential
supplies and the whole of our in-
dustrial effort will suffer .in con-
sequence. It is a-difficult but not
an insoluble problem, The remedy
lies in our own hands. We have
simply got somehow or another
to produce more coal, and we have
also got to find means of reduc-
ing home consumption in ways
which cause the least damage to
our industries.,. My right hon.
Friend is giving the closest atten-
tion to this problem, and I do not
propose  to say anythmg more
about it now,

Let me, however, say one fur-
ther thing in connection with pro-
duction. I draw the attention of
the House to the continuing high
demand for labor throughout the
whole economy. The latest unem-
ployment figures are the lowest
since September, 1945, and repre-
sent no more than 1% of the total
employees. This, of course, makes
absolute nonsense of any sugges-
tion that rearmament would lead
to mass unemployment in this
country and that before the mid-
dle of the year there would be
considerable numbers out of work
because of shortages of imported
materials.

In fact, there are far more jobs
than men and women to fill them.
Firms which cannot keep their
existing labor force fully em-
ployed ought to release some of
their workers to find more im-
portant work elsewhere. At a time
like this, too, when it is more than
ever urgent to secure the utmost
practicable increase in produc-
tivity, there must be no wastage
of labor, -

Britain’s External Position

I now turn to the external posi-
tion, and will first say something
about the gold and dollar balance
of the sterling area. The figures
for the second quarter which I
recently gave the House con-
firmed the forecast made in the
Economic Survey that the situa-
tion this year would be consider-
able less favorable than that of
last year. It is not easy to make
any precise forecast of the trends
of: the sterling area’s gold and
sterling balance during the rest of
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the year, but I must tell the House
that there will probably be a
deficit in -the third quarter—pos-
sibly a quite substantial ' one.
There are, however, special
reasons for this.

First of all, we shall be buying
an exceptionally large amount of

" dollar imports during this quarter,

probably 'spending at least 100
million dollars more than in a
normal quarter. Secondly, we shall
continue, ‘I think, to lose dollars
to the European Payments Union

- — again largely on account of

seasonal factors. In fact, we may
well pay out during this quarter
virtually the whole of the rest of
the dollars which we have re-
ceived from the Union. After that,
of course, should the adverse bal-
ance with the European Payments
Union continue—which is by no
means certain, and indeed, I think,
unlikely—we should finance it out
of credits we have accumulated, or
could draw under the rules; and,
until those were exhausted,* no
more gold or dollars would be
paid. Finally, there are certain
special gold and dollar payments
to be made during the third quar-
ter which will not recur.

Too much, therefore, should not
be concluded from what happens
in-the current quarter. So far as
I can see at present, the fourth
quarter’s results will not be so
unfavorable, though again I think
it unlikely: that they will show a
surplus.  While, therefore, we
should not exaggerate this wors-
ening of our dollar position, the
changed outlook  does call for
some corrective action.

The government propose, there-
fore, to review the dollar import
program, which is, of course, very
much larger than the program
last year, and reduce expenditure
wherever this can be done with-
out -damage to our long-term in-
terests. At the same time we must
clearly press on more  ener-
getically than ever with dollar ex-
ports, We look to industry to sus-
tain and, where possible, increase,
its efforts towards this objective.
I think that the House will agree
that the Dollar Exports Board
rendered a great service to the
country by stimulating among ex-
porters an effective interest in
dollar markets. Its successors, the
Dollar Export Advisory Council,
will, I know, carry on this vital
work with no less energy and en-
thusiasm.

Finally, I would say that I have,
of course, kept other governments
in the sterling area currently in-
formed, and I hope very much
that it will be possible to hold
another meeting of the Common-
wealth Finance Ministers at the
end of the year, or, at any rate,
shortly afterwards.

I come now to the prospects of
the United Kingdom’s balance of
payments, in which, as the House
will recall, our objective was to
maintain an overall balance apart
from imports required for stock-
piling. It was estimated in the
Economic Survey that the 1951
import bill would amount to about
£3,200 million, towards which the
net invisible earnings might con-
tribute some £450 million. Thet
left £2,750 million to be obtained
by visible exports and re-exports,
an increase of rather over £500
million, compared with actual
earnings in 1950. It was envisaged
that a good deal of this increase—
a substantial one — would come
from higher export prices, but
that some increase in 'volume
would also be needed.

It is too early yet to predict the
outcome for the whole of 1951,
but the rapid rise in import prices
during the past six months sug-
gests that, on account of hlgher
prices alone the total cost of im~
ports this year will, perhaps, be
well over £100 million more than
the Survey allowed for, even after
making allowance for the reduc-
tion in import prices to be ex-
pected in the coming months—

about which I shall have a little
more to say later on. The invisible
account, too, nas developed -less
favorably, and in 1951 as a whole
I think that tne invisible earnings
are unlikely now to exceed £400°
million.

Consequently, export earnings
will have to be considerably above
the survey target to keep the
overseas accounts in balance this
year—even excluding the stock-
piling, which is excluded from all
the import figures I have given.
In fact,” export earnings in the
first half year were only just over
£1,300 million. It looks as if we
shall need £1,600 millicn in the
second half of the year if we are
to pay in full for our current im-
ports, again excluding stockpiling.
This means a substantial increase

—an average increase of some-|:

thing like a quarter in the second
half of the year compared with the
first,

Export Prices

We can expect some further
revenue from higher export prices.
Export prices have been rising
fairty steadily, mainly -as a resul.
of higher costs of imported mate-
rials, particularly, I may say, in the
field of consumer goods. By June,
for example, the prices of textile
exports were about 37% above the
1950 average. The prices of metal
goods exports—the process of pro-
duction, of course,; involves a
longer period between the work
on-the raw material and the turn-
ing out of the finished product—
for. which, generally, there is a
large unsatisfied demand abroad,
were only 12% up.

It is the government’s policy to
leave it to the judgment of the in-

dividual exporter to decide, in the
light of his special kpowledge,
what prices to charge for his ex-
ports.  Quite obviously, no ex-
porter is likely to raise his prices
to an extent which would endan-
ger his future trade, but we can-
not reasonably expect him to keep
his prices below the international
level; nor would the government
wish him to do this, in view of the
nation’s urgent need to increase
export earnings,

We cannot, however, rely on
price increases alone, even if, as
I suspect, these will continue in
the export field. We must also
export a greater volume, and be-
cause of the import impact of the
defense program, as the Survey
made plain, we must look first
and foremost. to the consumer
goods industries. We shall also
need to ensure that the volume of
exports from the metal-using in-
dustries is at least maintained at
the 1950 level, as the Survey esti-
mated. The government is already
engaged in discussions with indi-
vidual industries on ways and
means of increasing exports. If
in any particular case exports are
held up because too much is going

to the home market, we shall not |

hesitate to use any physical con-
trols that are appropriate to di-
vert goods to export.

We also have to be sure that the
problem of expanding our exports
is not made more difficult by ex-
cessive monetary demand at home,
I shall have more to say on this
later, but it is quite clear that we
cannot expect to continue con-
suming as much as in the first few
months of this -year, when con-
sumption ‘is estimated to have
been about 5% higher in real
terms than in the same period of
1950.

I must now say a few words on
the cause of the increases in im-
port prices since the middle -of
1950 which have turned the terms
of trade so much against us and
have added so greatly to our bur-
dens. These changes are not: the
result of devaluation. Nobody dis-
putes, of course, that in the au-
tumn of 1949 and the early months
of 1950 there was a rise .in. the
sterling prices of some of our im-
ports greater than, or unaccom-

panied by, a rise in their dollar
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prices, but this movement had
largely spent itself before Korea. -
Wnat we are here concerned
with is a rise in both dollar and
sterling prices, which affected dol-
lar and sterling countries alike,
and, therefore, could not possibly
have been due to any change in
exchange rates. Thus, compared
with June, 1950, the price of sugar,
in dollars, showed at its peak a
rise in dollars of 85%; that of
wool, a rise of 129%: of tm 138%,
and of rubber, 162% These are:
the peak flgures Between June,
1950, and March, 1951, the average

Continued_on page 24
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Missouri
Stockholders of Spencer Chem-
jcal Company were asked at a
special meeting on Aug. 15 to au-
thorize a new issue of 125,000
shares of cumulative second. pre-
ferred stock and an increase in
authorized funded debt from the
present limit of  $13,000,000 to
$17,000,000. According to a regis-
tration statement filed with the
‘SEC on Aug. 3, the stock will
first be offered to holders of the
common in the ratio of one share
of preferred for each eight shares
of common. The preferred will be
convertible into common shares
* for a period of 10 years and will
carry a 3% sinking fund. The of-
fering, assuming stockholders’ ap-
proval, will be underwritten by a
group headed by Morgan Stanley
& Co. and Glore, Forgan & Co.
" Proceeds of the new preferred,
along with $5,100,000 to bhe ob-
tained through sale of -additional
funded debt to institutional in-
vestors, and other funds, will be
used to meet the approximately
-$14,000,000 cost of a new chemi-
cal works to be constructed by the
company near Vicksburg, Miss.
The company has received a cer-
tificate of necessity permitting it
to charge off for Federal tax pur-
poses about 50% of the cost of the
new plant, excluding land, over a
five-year period.
7 #” #” ;
Agreements have been executed
by Monsanto Chemical Company
with six investors covering the
sale at par of 50-year 331 % in-
come debentures in the amount of
$66,000,000. Interest on the issue
is' cumulative and payable an-
nually only if earned.
.~ Under the terms of the agree-
ment, the company has the right
to draw down the monies at vari-
ous dates through April 30, 1953.
Smklng fund payments com-
mencing after 30 years are to be!

Brevities

from investment bankers desirous
of acting for the City of St. Louis
in coordinating a program for fi-
nancing “off-street parking facili-
ties” via the issuance of revenue
bonds. Objective of the city is to
offer revenue bonds which will be
most attractive from an invest-
ment standpoint and can be mar-
keted on the lowest possible in-
terest cost. Validity of the pro-
posed issue of $3,500,000 parking
revenue bonds was upheld by the
Missouri Supreme Court on July
13. #* # %

The large investment demand
that attended re-offering of the
recent issue of $6,650,000 St. Louis
School District, Mo., bonds is at-
tested. by the fact that approxi-
mately two-thirds of the issuae had
been spoken for by the close of
business on the day of the award.
The bonds, bearing interest rates
of 2%, 134% and 1% %, were
awarded to a syndicate managed
by Halsey, Stuart & Co. Inc., and
including, among others, Stifel,
Nicolaus & Co., Inc, and George
K. Baum & Co., both of St. Louis.
The bonds mature serially from
1953 to 1971 inclusive. The school
district is co-extensive with City
of St. Louis and its obligations are
supported by the same tax base
as those of the city itself.

# * #

For the quarter ended June 30,
1951, the net earnings of the
McQuay - Norris =~ Manufacturing
Company, after the usual reserves
and normal tax provisions, were
$214668.48, compared to $191,-
111.49 earned in/the same quarter
of 1950. Preferred stock dividend
requirements amounted to $17,-
110.09. The profits remaining for
common stock were $197,558.39,
the equivalent of $0.56 per share
on each of the 355,939 shares out-
standmg'as(of June 30, 1951."

sufficient to ' retire one-half of? For the six months period ended

the issue by maturity. Provision
is made {or optional sinking fund
payments during the life of the
debentures.

Proceeds will be used for the
company’s current expansion
plans which include a phosphor-
ous plant at Soda Springs, Idaho,
a new plastics plant at Cincinnati,
Ohio, and for expansions at Texas
City, Texas, involving facilities
for the production of acrylonitrile
from natural gas. Acrylonitrile is
the raw material for Acrilan, the
new synthetic fiber to be pro-
duced by the associated Chem-
strand Corporation. Funds also
are required by the company for
investment in this company which
is ‘jointly owned with American
Viscose Corporation, Chemstrand
at present is constructing plants
for manufacture of Acrilan at De-
catur, Ala., and nylon at Pensa-
cola, Fla.

# #

Proposals will be received by
City Comptroller Milton Carpen-

ter until midnight on Sept, 15

June 30, 1951, net earnings, after
the usual reserves and normal tax
provisions, were $588,438.68, Pre-
ferred stock dividend require-
ments for that period amounted to
$34,243.56, The earnings remain-
ing for common stock were $554,-
195.12, the equivalent of $1.56 per
share. For the same six months in
1950, earnings were $201,031.80
prior to provision for preferred
stock dividends which amounted
to $35,481.39. The profits remain-
ing for common stock for that pe-
riod in 1950 were $165,550.41, the
equivalent of $0. 47 per share,

For the 28 weeks ended July 14,
Interstate Bakeries Corporatlon
had an increase in sales, but a
lower estimated net profit, the
interim report revealed.

Estimated net profit after taxes
was $1,153,183, equal to $1.57 a
share, compared with $1,175,743,
or $1. 60 a share, in the same pe-
riod last year. Net sales for the
1951 period, including the Buf-
falo, N. Y., plant acquired in De-

Berkshire Fine Spinning
Petroleum Heat & Power
Harshaw Chemical
Delhi Oil
Tennessee Gas Transmission

Texas Eastern

Rockwell Mfg.
Southern Union Gas
Argo 0il

Bought — Sold — Quoted

SCHIERCK, RICHTER COMPANY

Member Midwest

Landreth Building
St. Louis 2, Mo.

Bell Teletype
SL 456

Transmission

Stock Exchange ;

Garfield 0225
L. D. 123

The Commercial and Financial Chronicle . .

cember, 1950, were $36,398,522,
against $29,459,873 in' the 1950
period.

Earnings per share of common
for both tne 1951 and 1950 periods
are based on 610,884 shares, which
include the two-for-one split in
April, 1951, and were computed
after allowance for accrued divi-
dends on the $4.80 preferred stock.

Estimated Federal income and
excess profits taxes for the 1951
period were $1,409,446, com-
pared with $720, 617 a year ago.

£ 3 *

Morfeld, Moss & llartnett St.
Louis,  are offering an issue of
40,000 shares of Missouri Reszarch
Laboratories, Inc. (Mo.) 5% cu-
mulative convertible  preferred
stock at par ($5 per share). The
net proceeds will be used by the
company for general corporate
purposes and to retire 324 shares
of $20 par value preferred stock
now outstanding, The additional
capital is to enable the company
to obtain larger Army projects,
which will be financed througn
V loans. Missouri Research Lab-
oratories is chleﬂy engaged in de-
signing, engineering,
turing and assembling electronic
equipment for the - government
services and other business under
contract,

% *

Net income of Anheuser-Busch’
for the six months ended June 30
was $6,619,158, equal to $1.47 per
share of common, compared with
a net of $6,759,139 or $1.50 per
share a year ago.

» #* ®

The W. S. Dickey Clay Manu-
facturing. Company on Aug. 10
paid a third quarter dividend of
25 cents a share on stock of rec-
ord July 31. The company re-
ported that while the net income
for the quarter before taxes was
up about $250,000, the per share
earnings after taxes were $1.55,
or 20 cents a share under a year
280.

Plants of the company are op--

erating at full capacity, the report
said; and despite government re-
strictions on building and a de-
cline in construction, the outlook
was declared good. |
i * * #

Directors of Gleaner Harvester
Corporation declared the regular
quarterly dividend of 50 cents a
share, payable Nov. 20 to stock-
holders of record Aug. 31.

# * #

Warren Lee Pierson, Chairman,
and Ralph S. Damon, President
announced that Trans World Air~
lines, Inc., earned $2,603,000 or
$1.07 a share in the first six
months of 1951 as compared to
$1,029,000 and 42 cents a share in
the same period last year.

Federal income taxes amounted

to $2,434,000, approximately $1 a*

share or three times more than
in the first six months of 1950.

Total operating revenues for
T. W. A. hit an all-time high of
$66,416,000 which was an . in-
crease of $15,519,000 over 1950. At
the same time, operating costs ad-
vanced only $12 817,000. The big-
gest part of T. W. ‘A’s increased
revenue was from carrying pas-
sengers, who. purchased $14,693,-
000 worth of tickets more than in
the first six months of 1950.

Total revenue ton miles Jumped
from 80,011.000 to 110,716,000. T.

W. A, also substantially increased 3

its total number of revenue miles
flown from 28,097,000 to 30,757,-
000,

J. F. Leonard & Son

AMERICUS, Ga.—J. F'. Leonard
& Son has been formed with of-
fices at 226 West Lamar Street,
to engage in the securities busi-
ness.

Hazlett, Burt Branch

FAIRMONT, W. Va.— Hazlett,
Burt & Watson have opened a
branch office at 313 Adams Street,
under the direction of Arch M.
Hazlett, -

manufac--

- stable,
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Busmess Still Holds
Steady at a High Level

Trends in total factory output and business volume sllghtly

upward, Moderate declines in a number of fields. Significant

sh/fts taking place. Demand for goods remains strong. Agri-

culiural prospecls favorable, with close to peak productizn
of crops.

(From “Business Bulletin,”

issued by the LaSalle Extension

University, A Correspondence Institution, Chicago, Illinois) .

Stability in the total output of
goods and in business voilume, but
widely diverging trends among
many aspects of economic activity,
have been the predominant char-
acteristics of business during the
past few weeks. While produc-
tion schedules have been main-

tained and in some lines increased,,

there has also been a certain
amount of hesitation, because of
the uncertainty as to whether or
not active fighting in Korea would

cease and the effect such an:

agreement would have on the de-
fense program. Many businessmen
felt that any easing of interna-
tional tensions might result in a
slowimg down of government
spending for military supplies and
equipment. There might also be
less urgency on the part of busi-
ness firms to push their expansion
programs, and consumers “might
prove less active in their buying.

Constructive Factors Still
Predominant

Regardless of the outlook for-

changes in the international situ-
ation, the evidence so far available
as to industrial and business ac-.
tivity shows that the forces which
tend to push production and trade
higher ‘are stronger than the op-
posite ones. The defense program
is still expanding, and production
for mlhtary purposes is steadily
increasing. This expansion has off-
set the declines in other fields,
and schedules for the future call
for further increases. Production
is getting under way on many
contracts which were arranged
some time ago, and the full force
of this activity will be felt in more
marked ways during the next few
months,

Actual expenditures will rise
much above. present  levels, al-
though the rate of this spending
is subject to considerable varia-
tion. One of the most important
decisions in connection with the
defense program is that of decid-
ing when to settle upon the final
designs of equipment and when
to begin mass production. If the
decision is made too soon and too
far in advance of needs, later im-
provements may make the equip-
ment obsolete before it is used. If
the decision is made too late, not
enough will be on hand when
it is needed. If international ten-
sions are eased eVén temporarily,
mass production of much equip-
ment will be deferred, and smaller
amounts - of materials and  less
manpower will be taken for mili-
tary purposes, Even under these
conditions, however, expenditures
for new plants, machinery, and
equipment are likely to be main-
tained and even increased.

Production and Business Volume
Up Over 109

Output of factories and mines as
indicated by the industrial pro-
duction index of the Federal Re-
serve Board has fluctuated less

than 1% so far this year. It is 12%;

higher than it was a year ago and
at a peacetime peak. This index
‘measures the physical quantities
of goods being turned out and in-
cludes military supplies as well
as civilian goods. Business valume
as measured by financial transac-
tions through banks has also been
except for the wusual
seasonal variations. It is 11%
higher than it was a year ago. In
this rise is included the change in
the price level, ‘which has gone

up more than 15%. Summer slow-
ing down has taken place during
the vacation period, but the de-
cline in output has been less than
usual.

Factory employment is close to
15% higher than last year, and
factory payrolls have increased
25%, due to higher rates of pay
and to larger overtime payments
as more hours are being worked
each week. Although incomes for
most other groups of workers have
not increased as much as those of
factory employees; total consumer
purchasing power has ‘risen by
well over 10%. Large consumer
incomes - constitute a powerful
sustaining force for business ac-
tivity and for prices. More people
are at work than ever before, and
the total number of workers em-
ployed in civilian jobs has risen
to the all-time record total of 61,-
800,000. Changes in their buying
attitudes are quite as significant -

. in affecting retail sales as are the

changes in their incomes. Al-
though econsumers. are currently
not so aggressive in their purchas-
ing as they were during the buy-
ing splurge of last year and early
this year, they are spending more
money than they did a year ago.
As long as consumer expenditures
remain at the current level, busi-
ness will be good. Variations in -
this spending ordinarily account
for the largest amounts of changes
in general business activity.

Production of electricity is up
15% over last year, and about the
same increase has been made in
the output of petroleum. Produc-
tion of steel has established a new
record of over 52,000,000 tons dur-
ing the first half of the year. That
amount was an increase of 11%
above the production during the
corresponding period last year. It
is significant because demand for
steel is a measure of activity in a
large number of industries, es-
pecially those making machinery
and equipment, It is also a meas-
ure of the amount of construction
which ‘is being carried on. The
steel industry has been operating
at above rated capacity for many
months with weekly output in ex-
cess of 2,000,000 tons since March.
Even that large output does not
meet the current.demand, and un- *
filled orders remain large in
amount.  Allocations under the
Controlled Materials Plan which
was started last month are greater
than actual output now and also
larger than prospective output
during next month and the fourth
quarter of the year.

The construction industry has
also been making a better show-
ing than was generally expected
earlier this year. Although: resi-
dential building has declined, this
drop has been more than offset by
the increase in other forms of
construction. Industrial building
has increased 100%, commercial
building 48%, and construction of
military facilities * over 500%.
Total outlay for the first half of
the year was $14,000,000,000 an
increase of 16% over the corres-
ponding period last year. Closely
related to this spending are the
expenditures by business for new
plants and equipment. These are
now being made at the rate of
$24,000,000,000 annually, an in-
crease of more than 30%. Most
recent estimates indicate that pos-
sibly the rate may rise even
higher regardless of possible

Continued on page 27
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Financing, =
ut No Complacen'c‘yf

By HON. JOHN W. SNYDER* . .
chretary of the Treasury

Though asserting great progress.has been made in mobilization .

of our power, Secretary Snyder warns against complacency,
relaxation, and lowering of our guard. Denies Treasury has
:resorted since war to deficit financing, but says Defense Bond -

. program is essential ingredient of our home front' defense.
Stresses rise in individual incomes despite high taxation.

+ - The strehgth of this nation has

become the inspiration for. the
hopes of all the free peoples of

_@he WQI’Id. ‘Today that strength is

7

\

{ What we have to do is mobilize

being chal-
- lenged by the
continuing
threat-of
Communism,
Despite the
signs of a pos-
sible: end to
the shooting
‘in Korea, the
Communist
threat ‘to - the
free "nations
remains. .The
. -aggression. .in
:Korea was
preceded by a
chain of other
\ 3 incidents
which gave warning of the Krem-
lin’s intentions to dominate the
world. 'An assumption that such
incidents. will end if a cease-fire
is achieved in Korea would disre-
gard the plain, expensive lesson
derived from all that has: tran-
spired in the postwar years.
.- Complacency, - relaxation, the
lowering of our guard, the idea
that by stopping the. Korean ag-
gression we have definitely check-
mated the Soviet ‘dictatorship’s
ambitions—any of these attitudes
could be extremely costly to us
and to the free nations with which
we are allied,

‘John W. Snyder

not only our manpower but also
all the power of:our productive
$kills, of our factories and mate-
rials, of ‘our financial strength,
and of our faith in human liberty
as object lessons for the Soviet
rulers.” Ornice they ‘see that power
completely - organized and acti-
vated, these rulers -may decide
that peace:is better for the world
after all. :

.. A great deal of progress has al-

ready been made toward that mo=
bilization of our power. Other
free nations are steadily gaining
strength with us. The plans for
common action by the free nations
on which we have worked so long
and so earnestly, and in which so
great- an investment of our eco-
nomic resources has been made,
are steadily - achieving the goals
which we had ‘in mind. Power—
power for peace, power for pro-
tection—we see this power, ma-
terial and spiritual, growing day
by day. If we but resolutely re-
fuse to be diverted from  the
courses of preparedness on which
we so wisely embarked, we may
have. every hope that no hostile
power will dare to try to over-
come' Us. :

I spoke of the power of our fi-

_nancial strength. Thrift, individ-

ual and collective, is a source of

that strength. - American thrift -

has always-been one of the great
sources of our productive power.
The cumulative savings of Amer-
icans have created capital to fi-
nance over the years a great sup-

ply of productive facilities. These'

facilities have.turned the products
of our farms, our mines and our
forests into the 'materials and
equipment’ which have made pos-
sible a constantly rising standard
of living, . e 1
i~ It is an encouraging aspect of

i. *An address by Sec. Snyder at Con-
ference of State Chairmen and Directors
of U. S. Savings .Bonds Program, Wash-
ington, D, C., Aug. 3, 1951,

our economic. history. that thrift
has continued to be an American
habit. As a result, Americans ac-
cumulated a postwar backlog of
$200 billion in . liquid “savings.
These savings are in the formof
United States savings bonds, bank
deposits,
other forms of liquid ‘assets. ;The
great savings reservoir has pro-
vided the American public with
a tremendous supply, of purchas-
ing power. . This.reserve purchas-
ing power helped: avert a postwar
business' recession - in - 1949: It
helped build -up the - American
standard of living to-a new. all-
time high during the past several
years. PO

Today, as we are nearing the

peak of the tooling-up period in. -

our all-out national defense’ ef-
fort, the practice of thrift takes
on even greater importance.

. Our mobilization program will
require. a. substantial portion of
our available manpower and ma-
terials, -Consequently, -there will
be a considerable gap between:the
spendable - income. of individuals
and the: goods available ‘for them
to buy.

By putting "our earnings into
personal savings rather than into
the commodity markets, we help
hold down the prices of scarce
goods and services, and lessen the
difficulty of curbing inflation;

There Has Been No Deficit
Financing .

At this point, I should like to

comment " briefly upon an idea

about inflation with which I am

.sure many of you have been con-

fronted. That is the idea that the
rise in the price level which we
have experienced since the end of
World War II has been due . in
large part to methods of Govern-
ment financing — that. deficit fi-
nancing in the postwar period has
been the cause of most of the in-
flation evils. This attitude sim-.
ply disregards the facts.

For the five fiscal years which
ended last June 30, the: United
States had a net over-all surplus
of receipts over expenditures of
approximately $7.5 billion. Dur-
ing the same five years, the debt
of the United States was reduced
$15 billion, and commercial bank
holdings of Government securities
were reduced by more than $25
billion, : !

That is not deficit financing. It
is just the contrary. In the face
of those facts we must look in
other directions than Government
fiscal policy to find inflation’s re-
cent causes. ) g

I do not want you to think, how-

ever, that with regard to.the Gov- .

ernment’s fiscal affairs I am com~
placent aboufc the future.

No Departure From Pay-As-You-
Go Basis :

4 0 'w.anit to emphasize that our -

plans for a Defense Bond drive do
not signify any departure from
the Treasury’s’ stand in favor of
paying-as-we-go for defense, as
well as for the ordinary costs of
Government. The - recommenda-
tions of 'the Treasury for pay-as-
we-go taxation, laid before com-
mittees of the.Congress in recent
weeks, are not modified in any
respect by our intended efforts to
increase the sale.of bonds .sub-
stantially during the fall. The tax
program and the bond program

savings accounts . and .

are both essential to the economic
welfare of the country. '
. I.do not.at this time want to go
into any detailed analysis of our
revenue ' and expenditure pros-
pects, but I do want to point out
that the pending tax program is
not only necessary, but can. be ab~
sorbed by our economy and leave,

- after . taxes, a good margin of

profits and incentives.

. We are all aware, of course, that
prices .have risen greatly since
1939. ‘But incomes after  taxes

~have moved ahead even. faster.
* The truly significant:fact — and

one :to which little attention has
been given—is that the average
per capita income in the United
States today, after all taxes, local,
State, and Federal, will buy al-
most 40%- more. in actual goods
and services than the average per
capita income in 1939. y

Moreover, people today. can buy

: things which in earlier years were

either not available at all; or were

available only- to a limited num- -
ber. ‘There has been a growth un- -

precedented in ' economic history
in the incomes of the -middle

group. This growth ‘has greatly -

enlarged.the market for the prod-
ucts of ‘American agriculture and
industry. — and greatly enlarged,
also, the possibilities for profitable
business operations.:

Individuals, collectively, after
the payment of taxes, still have in
their hands large sums to spend
or to save. The wise course is to
confine "ourselves . to ' non-infla-
tionary spending and 1o save reg-
ularly out of our incomes. y
* The defense bond program is an
essential ingredient ‘of our home
front-defense. A slogan which has

. 'been- suggested for the Defense
* Bond ‘Drive is “Bonds for Power

for Peace.”” These five words sum
up the substance ‘and the spirit of
the “appeal which' we are making
with-all earnestness and all vigor.
It is'a slogan with truth in‘it, A

- singlé sale of a $25 bond becomes

potent indeed as a thrift influence
when 1,000 ‘or 10,000 volunteers
are closing as many more $25
bond sales simultaneously.

- Small  investors have stepped
up the number of $25 and $50 E
Bonds they have purchased this
year by better than 11%. City
after city across the country has
undertaken successfully in recent
months to win a Treasury Flag
for expansion of Payroll Savings
Plan activity among: its employ-
ers. ? o
The advértising ihdustry is giv-
ing to the Defense Bond Drive
support fully comparable to that
which it provided so.generously
and effectively in years gone by.
Preliminary reports to us indi-
cate that volunteer salesmen—
those public-spirited: people who
through  personal solicitations
really spell the success of all our
bond-selling efforts — will  be
available this fall in creditable
numbers, and with an abundant
supply of enthusiasm.

We need to reach into every
home .and every community
throughout our land and bring to
every American the personal real-
ization that defense is every-
body’s job; and that now is not.the
time to relax our defense efforts:
That is, of course, the message
“—the' purpose—of the nationwide
defense bond drive which we are
opening in September, and ‘which
you as key men in this great drive
will be spearheading.

The symbol of this drive, as you
know, is to be our national em-
blem-—the great American Eagle,
standing  on guard, ever vigilant,
and ever strong. Behind this drive
should be put every ounce of the
power of every good citizen as a
volunteer worker and a voluntary
saver for the defense of America
and for the future of America. *

Our  nation has become the
powerful nation it is because we
have recognized that a nation can
be strong and free only when its
individual citizens are free—free

to ‘'work together in cooperative
effort to preserve both their per-
sonal 'liberties and their national
freedom. It is in this spirit that
Americans of succeeding genera-.
tions* have ' built - the -dynamic
force of American.democracy. It
is this same- spirit, this same
dynamic force, which is so neces-
sary now if our nation is to con-
tinue- to be a: powerful bulwark
against dictatorial aggressors who
seek now—as they sought in the
past—to destroy the-liberty of the
human spirit and the -dignity of
man, For in the - final analysis,
the power of America is the power
of its people working together in’
common cause. -t

No finer example of living de-
mocracy can be found than in our
defense -bond program.- It-is con-'
ducted for the people by the peo-
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ple of the United States and gives
every American the opportunity
to share directly in strengthening
the economic power of our nation.
And it is upon this.constructive
power that the peace of the world
depends. .
- As you go out to organize your
State and community activities to
assure the success of the coming
defense bond drive, I should like
to ask ‘you to carry to your local
workers my sincere thanks for the
determined spirit in which they
are shouldering responsibility in
this great defense effort. They,
and you, are rendering a- great
service to our nation in mobilizing
theé power of thrift behind our na-
tional drive for peace, progress
and prosperity, for ourselves and
for men ‘of goodwill the world
around. Lo )

New Inguiry on Fiscal

In ‘announcing the program ' of
the .Subcommittee ‘on ' General
Credit Control and Debt Manage-
ment of the Joint Committee on
the Economic ;
Report, Rep-
resenta-
tive Wright
Patman of
Texas on Aug.

9 pointed out
that the two
years which
have . elapsed
since the
hearings
of: the pre-
vious, | Sub-
committee on
Monetary, .
Creditand
Fiscal Policies
have been
packed with important - events
and that the economic background
of fiscal and: monetary policy has
changed drastically. &
-+The new Subcommittee consists
of -Sen. Paul- H.: Douglas. of Illi-
nois,  Rep.’ Richard Bolling of
Missouri, Sen. Ralph E. Flanders
of Vermont, Rep. Jesse P. Wolcott
of Michigan, and  Rep. Patman
as - Chairman. . At the time. he
appointed the Subcommittee, Sen.
Joseph . C:- O'Mahoney of Wyom-
ing, Chairman of the full Commit-
tee, asked it to focus its inquiry
on  the current problems and
relationships of .the government
agencies responsible for general
credit control and debt manage-
ment—the Federal Reserve Sys-
tem and the Treasury Department.

Representative . Patman' pointed
out that in the fall of 1949, when
the previous Subcommitte held its
hearings, the country was just
recovering from a mild recession,
and there was some doubt on the
part of witnesses and Committee
members whether the principal
hazard then overhanging the
economy was that of inflation or
of recession—although the pre-
ponderant view even at that time
was that the primary hazard was
inflation, But.the causes of this
inflationary hazard were con-
ceived to lie principally in the
possible development of a “boom”
in. the private sector of the econ-
omy, , .

The announcement of the new
inquiry stated as follows: )

“Today the situation differs in
two respects. In the first place,
barring a substantial improvement
in the international situation,
doubt with respect to the char-
acter of the principal hazard to
the economy appears to be dis-
solved—that . hazard is inflation.
In the second place, unlike 1949
when it could be stated with
assurance thit the Federal Budget
could and should be balanced and

a surplus developed in order to

Wright Patman

Rep. Wright Patman, Chairman of Subcommittee on General
Credit Control and Debt Management of Joint Committee
Economic Report, announces that new ‘developments since * -
hearings held two years ago made renewed inquiry desirable.

and Monetary 'Pblici‘esﬁ' _.

on

offset “ inflationary- - developments
in the private economy, it is now’
possible ' that “ the - exigencies of
continuous armed preparedness
may-make net Federal borrowing
necessary in: the years ahead.
This possibility must be taken
into account in all of our present
thinking . on both general credit
controls and debt management. -
- “Furthermore, there have been
important developments in - the
relationship between the Treasury:
and the Federal Reserve System:
and in the relationship between
the Federal Reserve System and
the President since the . previous
hearings. The most important of
these developmeénts dccurred dur-
ing’ the first half of this year:
Despite their great economic
significance, no reference was
made to them in the Midyear Re-
port of .the Council of 'Economic
Advisers. It is necessary that the
significance of these develop-
ments -be, assessed by Congress.,
In this connection’ the Subcommit-
tee should review the directives
on monetary policy and debf;
management given by Congress ta.
the Executive Branch and the al~
location . of the responsibility for
carrying out these directives.

;. “The  possibility of the pro~
longed maintenance of continuous
armed preparedness also makes it
urgent for' Congress to inquire
generally ‘into the debt manage-,
ment and monetary policies neces-
sary and' desirable for financing
such preparedness and for con-
taining the inflationary pressures
to which it naturally gives rise.
Among the matters to be consid-
ered in this connection are ‘the
proper relationship of general and,
selective credit controls and pos-
sible new types of reserve re-
quirements and of public debt
instruments.” The Subcommittee
intends to make an intensive study,
of these matters and expects also
to make an inquiry into the struc-
ture of - the banking system with
particular reference to  its ade-
quacy over a longer period ta
maintain the dynamic character of,
the economy by serving the needs
of small business.

“In order to assist in its in-
quiry, the Subcommittee intends,
in the near future, to address
written questions to various per-
sons inside and outside of the
government who are qualified to
give it thoughtful suggestions and
expects to Hold a series of. public
hearings shortly after the begin-
ning of the new year. In order to
assist in the preparation of this
material and in the organization
of the inquiry, the International
Monetary Fund has been good
enough to lend to the Subcommit-
tee  the services of Dr. Henry C.

Murphy as Economist.”

\
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. Develdpmenls in Selective

Credit Control

August issue of “Midland Bank Review,” publication of the
Midland Bank, England, reviews policies and results of govern-
mental selective credt controls in Australia, New Zealand,
Sweden, France and the United States, Says results thus far
have not indicated advantages of this new method of credit
regulation over old central banking policies.

. In a leading article in the
August issue of the “Midland
Bank Review,” published by
the Midland Bank, one of the
five great joint stock banks
- of Great Britain, the history
of selective controls of bank
credit in various countries that
have adopted this instrument
of monetary policy is sur-
veyed, and, as q concluding
comment, it is noted, on the
basis of the study, thus far it
is still unsettled whether this
_fiew method of credit regula-
“tion can be said to have pri-
ority over the older method
of general banking credit con-
trol through central banking
operations.

.+ According to the text of the

article:

Historically, the classical instru-
ments of monetary policy; have
consisted in the regulation by the
central bank of the quantitative
capacity of the banking system to
renew or extend credit and the
bringing about of changes, appro-
priate to current conditions, in the
rates of interest charged on vari-
ous forms of credit. Other instru-
‘ments have come into use within
the past two decades, among them
official supervision of the pur-
poses for - which credit may be
extended. -“Selective” control of
bank credit ‘has .been widely re-
sorted. to ‘during. and since the
second world war, as older instru-
- ments of policy have been deemed
unsuitable for the unprecedented
conditions of the time.

Ordinarily, selective credit con-
trol tends to be associated with
the pursuance by the monetary
authority of a policy of ‘“cheap
money.” This is an entirely natu-
ral association; for, when"the vol-
ume of desired investment is out-
stripping the flow of savings,
inflationary pressure has to be
combated either by allowing or
“provoking an all-round rise in in-
terest rates or by some direct
action to restrain the effective use
of credit. Consequently the selec-
tive control of credit tended to
develop first in countries whose
governments sought to ‘maintain
a definite order of priority in the
use of capital resources, while it
was fostered by the desire to mini-
mize the interest burden of public
and semi-public debts. Subse-
quently it has been adopted as an
extra defense against inflation in
conditions of severe pressure upon
productive capacity.
> Having regard to varying cir-
cumstances, including differences
of banking structure and methods,
it would not be expected that the
operation of selective credit ‘con-
trol would follow exactly the same
lines in all countries. The control
may rest on informal agreement

or on specific legislation, and be
exercised through the application
+of broadly - stated principles or
-¢lose observance of an extensive
schedule of instructions. ‘The au-
thority immediately responsible
for the control may be a govern-
ment department, the central bank
“or a specially constituted body.

" The widespread resQrt to selec-
tive credit control makes it worth
while to put on record an outline
of the measures adopted in coun-
tries differing widely in economic
"background, monetary conditions
and banking structure and meth-
ods. They include—to point the
diversity —the United States,
France, Canada and Australia;
but the record contained in this

article does not pretend to be all-
inclusive, No account of the sys-
tem operating in the United King-
dom is necessary, since this was
fully described in the August,
1950 issue. All that needs to be
added, to bring that account up
to date, is to be found in a note
on page 17 of the issue of May,
1951, ]
Australia

Within the sterling area, per-
haps the most detailed selective
control is to be found in the rec-
ords of postwar banking in Aus-
tralia. There, moreover, the sys-
tem has a statutory basis, within
the constitutional limits of Com-
monwealth legislation. In prac-
tice, however, the application of
policy to individual cases is left
chiefly to the judgment of the
commercial banks, The system in
Australia, while evidently related
to the general regulation of the
use of capital resources, has not
been so closely bound up as in the
United Kingdom with the control
of capital issues and other forms
of long-term borrowing. For one
thing, the legislation upon which
it rests is separate, and, as an ex-
ample of divergence, it may be
noted that the regulation 'of bank
advances has been continuous for
nearly a decade, whereas. control
of capital issues is exercised under
“emergency”’, powers and was.en-
tirely suspended during. almost
the whole of 1950.

The story concerning bank
credit begins in November 1941,
when war-time regulations, under
the National ‘Security Act, pro-
vided that advances made by the
trading banks should conform to
the policy laid down by the Com-
monwealth Bank. In general, bank
accommodation to retailers and

manufacturers of civilian goods

was limited, and advances for new
investment were to be granted
only for purposes essential to the
war effort; advances made to as-
sist primary production were not
affected by the regulation. Con-
trol of bank lending was put into
permanent form in the Banking
Act 1945, which gave the Com-
monwealth Bank statutory power
to ‘“determine the policy in rela-
tion to ,advances to be followed
by banks” and provided also that
“each bank shall follow the policy
so determined.” ~Although the
Commonwealth Bank was em-
powered to “give directions as to
the classes of purposes for which
advances may or may not be made
by banks,” it was not authorized
“to make any determination or to
give any directions with respect
to an advance made, or proposed
to be made, to any particular per-
son.” It should be borne in mind,
in noting these arrangements, that
the Commonwealth Bank, besides
being the central institution, also
conducts a. large ' commercial
banking business in competition
with the trading banks.

Not all the instructions of the
Commonwealth Bank on the con-
trol of advances have been made
public, but it is understood that
from the end of the war until
November 1947 emphasis was
placed mainly on the reconversion
of industry to peace-time produc-
tion and the expansion of the out-
put of essential goods. At the lat-
ter date new. instructions  were
issued, emphasizing the dangers of
inflation and stating that banks
should . not provide finance for
capital purposes, or f8r new enter-
prises where production was not
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essential or would be likely to

lead to excess, or. ultimately-un- .

economie¢ production. The instruc-
tions ~ were unusually detailed,
more than a score of different
categories of advances being spe-
cifically mentioned. The first in-
structions to be made known pub-
licly at the time of issue appeared
in May 1949. The Governor of the
Commonwealth Bank, in  an-
nouncing them, said that banks
should adopt a cautious attitude
towards advances for enterprises
of doubtful economic value or in-
volving a high degree of risk.
Agricultural producers should be
strongly influenced by the banks
to reduce overdrafts rather than
incur non-essential expenditure.
All banks should review cus-
tomers’ advances periodically to
ensure that they were not exces-
sive and that they were being used
only for the purposes for which
they had been originally ap-
proved. Advances for the finance
of hire-purchase trading should
not be expanded, and industrial
companies should, wherever pos-
sible, obtain their capital require-
ments from non-banking sources,
The broad objectives of further
instructions, issued in November
1950, were to reduce the depen-
dence of industry, agriculture and
commerce on bank finance, by in-
fluencing borrowers to seek ‘ac-
commodation outside the banking
system, Finance for capital ex-
penditure and also for permanent
non-fluctuating working require-
ments should be obtained from
non-banking sources, leaving only
fluctuating working requirements
to be provided by bank overdraft.
This policy was to apply to exist-
ing as well as to new advances,
but would be modified where a
deficiency . in the output of the
enterprise concerned was retard-
ing production over a wide range
of industries or:in the field' of
housing or primary production.

The banks are left to interpret
policy by the application of their
own judgment of individual ap-
plications, doubtful cases being
referred to the Commonwealth
Bank. On the other hand, a dis-
appointed customer has a right of
appeal. An applicant whose pro-
posal has been declined as being
inconsistent with current policy
may ask the banker to submit it
to  the Commonwealth Bank to
consider whether the class of ad-
vance is in fact inconsistent with
national policy. In such cases the
name of the applicant need not be
disclosed,

New Zealand

Less formal than the Australian
is the system developed in New
Zealand. It was introduced by
Regulation 13 of the Finance
Emergency Regulations 1940 (No.
2), issued In'June 1940 and em-
powering the Minister of Finance
to give directions “to any person
or class of persons for the time
being carrying on the business of
lending money for the purpose of

controlling the general policy of -

that person or class of persons in
relation to the making, renewal,
and increasing of advances.” This
regulation remains the basis of
control, though the Reserve Bank
Amendment Act 1950 gives gen-
eral powers of credit control to

the central bank. In practice, as

in Australia, the policy is admin-

istered by the Reserve Bank with -

the -cooperation of  the trading
banks. From time to time the Re-
serve Bank informs the trading
banks of the requirements of cur-
rent policy, ‘and the trading banks
voluntarily conform to these re-
quirements. The trading banks re-
fer to the Reserve Bank marginal
or doubtful cases, and all cases
where special -circumstances make
it desirable that individual con-
sideration should be given by the
Reserve Bank, provided always
that the bank concerned is pre-
pared to grant the advance. Here
again, in order to-safeguard the

Continued on page 30

The Hockanum Mills plants, lo-
cated at Rockville, Conn., have
been sold by J. P. Stevens & Co.
to Shepard Irrization Equipment
Co. of Ellington. Earlier this year
the Saxony Mills plant was also
sold.

% % %

The Whitney Chain division of
Whitney-Hansen Industries ' has
obtained a certificate of necessity
to build a plant in Longview,
Texas. The new building, which
will be ready for operation in
about 18 months, will be a one-
story plant with about 250,000
square feet of floor space. The
primary reason for the location of
the new plant is to be near the
“growing markets in petroleum,
mining and - agricultural indus-
tries,” all of which are heavy
users of the chains to be made
there. Production will also be
used to meet government needs
for aircraft and other military ap-
plications. There will be no re-
duction in the present Hartford
operations.

L3 % "

Bigelow-Sanford Carpet Co. an-
nounced that it plans to acquire
the assets and business of its sub-
sidiary, Hartford Rayon Corp. At
the - present time the company.
owns about 51% of the common

stock. The contemplated plan pro--

vides for redemption of the pre-
ferred on Oct. 1, and an exchange
of each 6 to 7 shares of common
for one share of Bigelow-Sanford.
On Aug. 3 when the plan was an-
nounced, the common of Hartford
Rayon was 4 and that of Bigelow
18%.

* * Ed

Connecticut Brevities

to employees at 14 under a-stock
purchase plan. Payments will be
made at the rate of 36 cents a
share per month. Proceeds will
be used for working capital.
2w ¥ ol ¢

Hartford Electrie Light Co. has
called for payment on Sept. 1,
1951 at par and interest $105,000
of its 3% % debentures, 1941 series
due Sept. 1, 1971. There will re-
main outstanding $3,150,000 of this
issue. o

# " 2 :

Fafnir Bearing Co. has an-
nounced receipt of two certifi-
cates of necessity from the De-
fense Production Administration
amounting to 85% of $7,999,405
which will be spent for new
manufacturing facilities.

% #* %*

The Phoenix Mutual Life Insur-
ance Company has purchased a
60-acre tract in West Hartford
which at some time in the future

may be the site of a new home
office building. At this time there
are no plans, to. move from the
present location. ‘

Henry B. Warner Back
At Trading Desk

For the first six months of the :

year the net premiums written by
the ‘Aetna. (Fire) Insurance Group
amounted to nearly  $63,000,000,
an increase of 17.5%
first six. months of 1950. The loss
ratio increased from 47.4% to
51.7%, largely as a result of
claims from the severe windstorm
in the northeast in November,
1950. Including 40% credit for in-
crease  in unearned premiums,
earnings for the first six months
were about $2.65.
fi7 N B

Derby Gas & Electric Corp. has
placed privately an issue of $900,-

000 3% %  debentures due July 1,-

1957. The company plans to mar-
ket publicly an additional $300,000
of common stock.

ES % &

Yale & Towne’s semi-annual re-
port reveals an increase in sales
for the period to $46,500,000 from
$29,000,000 a year earlier. Earn-
ings on the common improved
from $1.93 to $2.90. The backlog
of orders on June 30 was about
$42,000,000. Several large govern-
ment orders were received by the
hardware and materials handling
divisions in the second quarter.

% # #

In its recent common offering
Southern New England Telephone
Co. received subscriptions for
over 99% of the 400,000 shares of-
fered. The remaining 2,207 shares
were sold to a group of security
dealers.

4 % *
Pitney-Bowes, Inc. is offering
9,370 shares of its common.stock

over the .

Henry B. Warner

PHILADELPHIA, Pa.— Henry
B. Warner, President of Henry B.
Warner . & Co., Inc., 123 South
Broad Street, has returned to, the
trading desk after an. illness; of
several weeks.

Robert D. DeMuth Is
With Ball, Burge

(Special to THE FINANCIAL CHRONICLE)

CINCINNATI, Ohio—Robert D.
DeMuth has become associated
with Ball, Burge & Kraus, Cleve-
land, members of the New York
and Midwest Stock Exchanges. He
was formerly with Otis & Co. and
John Nuveen & Co.

Now Bay Company
PROVIDENCE, R. I.—On Aug.
6, 1951, the name of Arnold W.
Jones & Co., Inc., Hospital Trust
Building, was changed to Bay
Company. There are no other
changes in officers or business.

Frederick S. Gordon

Frederick S. Gordon, partner in
Colgate Hoyt & Co., New York
City, passed away at the age of
64 after a long illness. .

We maintain primary markets in:

CONNECTICUT SECURITIES

CONNECTICUT LIGHT & POWER e« UNITED ILLUMINATING

CONNECTICUT POWER o«

HARTFORD ELECTRIC LIGHT e

NEW HAVEN GAS' LIGHT
HARTFORD GAS

Descriptive memorandae available on request
on these .and -other - Connecticut .companies.

CHAS. W. SCRANTON & CO.

MEMBERS NEW YORK STOCK EXCHANGE

NEW HAVEN
New York: REctor 2-9377

Teletype: NH 154 .

Telephone 6-0171 .
Hartford 7-2669. .
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Bank and I nsurance Stocks
By. H E. JOHNSON
This Week—Insurance Stocks

The 38th annual edition of “Best’s Insurance Reports, Casu-

alty and Surety,” published by Alfred M. Best Co., 75 Fulton

_ Street,-New York, N. Y., was recently released for distribution.

. Recognized as a leading authority in all fields of insurance,

“Best’s Insurance Reports” are valuable sources of current infor-
lmatlon and operating records of insurance companies.

" . 7 The 1951-1952 Casualty 'and Surety Edition, provides a com=

. prehensive review and analysis of the operating results and finan-

_'cial condition of all domestic and foreign ®mpanies transacting

casualty and surety business in the United States.
In zddition to a review of each individual company which
includes details on history, management, underwriting and invest-

ment policies, exhibits on underwriting and investment results, .

comparison of operating figures and a summary of stocks and
bonds owned, the publication contains a discussion of the signifi-
cant developments and changes in. the casualty and surety busi-
ness-during the past several years.

While the individual comparisons of companies are very use-
ful in determining the operating results of a particular company,
the general comments made about the casualty business are par-

* ticularly interesting, They analyze the reasons for'the unfavorable
underwriting experience of last year and put this information in
perspective with the experience of previoys periods.

The following figures taken from the current edition of “Best’s

-~ Insurance Reports, Casualty and Surety,” summarizes the operat-
- ing returns of the stock casualty and surety business for the past
ten years,

Net Premiums
Written

$997,395,000
1,110,089,000
1,129,602,000
1,223,283,000
1,324,890,000
1,613,831,000
2,075,011,000
2,442,237,000
2,363,540,000
2,933,019,000

*Loss
Ratio
52.7%
51.1
53.3
53.8
#58.0
*61.2
#58.1
*56.6
*55.7
#60.0

Combined
Ratio

© 91.8%
91.2
92.3
90.8

*94.1
*98.9
*94.4
*92.2
*91.8
#95.7 .

YExpense
Ratio

39.1%
40.1
39,0
37.0
36.1
37.7
36.3
35.6
36.1
35.7

%Losses and loss adjustment expenses incurred to premiums written,
YExpenses incurred to premiums written. *Case basis.

The favorable underwriting trend which had prevailed in the .

previous three years was sharply reversed in-1950 and the com-
bined loss and expense ratio advanced by more than four points.

Part of the reason for this change was the_fact that three of
the important uaderwriting lines showed unfavorable ‘trends in
the last half of the year with the result that statutory underwrit-
ing losses were experienced on a number of these lines.

For example, according to Best’s compilation, the stock casu-
alty companies wrote nearly $1 billion of automobile liability and
property damage insurance in 1950 on which they reported a
statutory underwriting loss of over $12 million.

While most carriers reported a favorable experience on these
lines in the first half of the year, sharply rising claim costs re-
sulting from changing economic conditions and inflation, particu-

' larly in the last quarter, changed the profits of the early part of
the year into losses.

These same trends continued into 1951 with a similar unprof-
itable experience. Recent prompt and substantial rate increases,
however, should bring a better balance into these lines.

Another class of insurance which showed a sharp increase in
the loss ratio. was workmen’s compensation. While the line re-
mained in the black for the year, it was only by reason of a low
average expense ratio, as the loss ratio increased by nine points.
The combined ratio was 98.7%. As with the automobile liability
lines, rising costs, in this instance medical and hospital, were one
of the main reasons for the unsatisfactory results.

The other insurance classification which contributed to the
unfavorable showing was also affected by the imvact of rising
costs. This line was the other liability class of insurance.

There. are many other details and information about casualty
operations in the current edition of “Best’s Insurance Reports.” It
is an essential source book of information for people interested in
casualty insurance stocks.

Hammond Adds Many
To Staff -

(Spccml to Tre Fxmncnx. CHRONICLE)

LONG BEACH, Calif,— Albert
Baker, Nelson D. Bark, Sidney L.
Cagan, Fred S. Cutter, Jesse D.
Duke, Oral C, Fillinger, Loyal D.

BANK

and

INSURANCE
STOCKS

Laird, Bissell & Meeds

Members New York Stock Exchange
Members New York Curb Exchange
120 BROADWAY, NEW YORK 5, N. Y.
Telephone: BArclay 7-8500
Bell Teletype—NY 1-1248-49
(L. A. Gibbs, Manager Trading Dept.)
Specialists in Bank Stocks

Gifford, H. A. Homeyer, E. Regi-
nald Hotopp, Gordon L. Hudson,
Max Jonas, John F. McCaffery,
M. L. McGaughy, John David
Marshall, Lawrence S. O'Reilly,
Charles L. Robinson, Alfred Sam-~
uels, Woodrow W. Smith, John R.
Stewart, H, Nolan Stout, Edward
E. Strickler, Arthur S. Vanden-

berg, Russell J. Vonderheide,
Everett L. Walker, Cliff Weingart,
and John H. Winn are all now
associated with Douglas A. Ham-
mond, 5327 Lakewood Boulevard,

With Highland Securities

(Special to THE FINANCIAL CHRONICLE)
WALNUT CREEK, Calif.
Robert-J. Foley and George H.
Pittman have become affiliated
with Highland Securities Co. Mr.
Foley was previously with Kaiser
& Co. Mr. Pittman was with Wad-

- dell & Reed, Inc.
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; Faclors'-» in- Sound Self-Liquidating
College Housing Pro;ecls

By EARL H. CRESS*

President, Ann Arbor Trust Co.
Ann Arbor, Mich.

Discussing the financing of college housing projects through
self-liquidating loans, Mr. Cress points out factors which should
be - adhered to in planning and promoting such  financing.
Among these factors are: (1) an accurate history and forecast
of resident hall operations; (2) statistical information regard-
ing revenues and costs; (3) administration and educational

program of the college; (4)

and (5)

sound management;

definite assurance of adequate funds to complete project.

It appears to me that people
who are responsible for the suc-
cessful management of the self-
liquidating program should, at all
times, have in front of them a
blueprint of the present and future
needs for housing. . Those factors
which have a bearing on determin-
ing this need also have an impor-
tant place in establishing a sound
credit structure for a college at
such times as financing is needed.
It would appear necessary that
you have and maintain an accu-
rate record showing the history of
enrollment in your schools. Like-
wise there should be a forecast of
future enrollment. How many of
you have made a survey of exist-
ing housing facilities for men and
women which will give you, sta-
tistically, the number of men and
women living in residence halls,
fraternities, sororities, coopera-
tives, private rooms and students
living at home,

To assist in determining present
and . future needs it is ‘my judg-
ment that there should be a chart
of existing housing which will
analyze your housing facilities on
the basis of that which is satisfac-
tory, that which is fair and that

which is unsatisfactory, and: of

course for both men and women.
The studies I have referred to
will, I think, be helpful in blue-
printing your future program for
housing, No forecast of future
needs, however, would be com-
plete without adopting a general
policy with respect to the per-
centage of students, men and
women, to be housed in college-
owned residence halls as compared
with those to be housed in frater-
nities, sororities, cooperatives, pri-
vate rooms, and students living
.at home, I have found that the
insurance companies, banks and
investment bankers who have been
interested in. residence hall rev-
enue bonds are vitally interested
in knowing the facts which will
determine whether g college is
over-building so far as housing
facilities are concerned and to
know, insofar as possible, that
there will be a demand at all times
for the housing {facilities which
are college owned. There are many
who feel that at no time should
the housing facilities of the college
exceed 50% of the normal enroll-
ment for men and 65% to 70% for
women.

It is always helpful in placing a
revenue loan to have available an
accurate history of the past resi-
dence hall program, This should
include a record of all existing
facilities, capacity, original cost,
both total and per student, current
appraised- value, original debt,
total and per student, and current
debt, total and per student. Im-
portant to one who is lending funds
for a self-liquidating project is
the record of debt retirement as
well as a forecast of debt retire-
ment which will show the number
of years which will be required
to retire the outstanding debt in
{full.

Statistical Information

Statistical information which
shows the historical record of
earnings of any or all residence

*Part of an address by Mr. Cress be-
fore the Third Annual National College

Housing Conference Michigan State Col-
lege, East Lansing, Mich., Aug. 3, 1951.

halls, on the basis of room rev-
enue, board revenue, room labor
cost, board labor cost, other ex-
penses and net revenue, is essen-
tial information to have available
for yourselves as well as for those
who are considering the loaning
of funds either for refunding or

for new construction.

I know that at times some of
the administrative officers of the
colleges with whom I have worked
have been of the opinion that some
of the information which I have
asked for was unimportant and
not too closely related to the bor-
rowing of funds for a new resi-
dence hall, Nevertheless, from the
point of view of establishing the
highest credit standing for the col-
lege, the following facts pertain-
ing to the history and operation of
the college #are important.

What is the administration plan
for the college; what is the educa-
tional program; what are its plant
facilities other than housing; what
is the experience, character and
standing of the administrative of-
ficers and teaching staff? Informa-
tion showing the sources of cur-
rent financial support and sched-
ules of operational reports for
.various periods of years is always

"helpful.” Terms and’ conditions 'of :

the loan are influenced by all of
these points which I have raised,
while the completeness of the in-
formation and the form in which
it is presented will also be deter-
mining factors in securing a loan.

Importance of Management

I mentioned in the very begin-
ning the importance of residence
hall’ management. = When one
realizes that the only security that
a lending institution or investor
has for the payment of interest and
principal is the net revenue from
the operation of the residence
halls, it is not difficult to under-
stand the importance of efficient
and profltable management. You
people here, in your respective
positions, will determine to a very
great extent the terms and condi-
tions for future borrowings for
your respective institutions. You
are building, year by year, a his-
tory of management and the re-
sults you accomplish will deter-
mine first, the decision on the
part of your governing boards to
undertake -additional self-liqui-
dating projects and second, the
decision of the lending institution
or investor to make you the loans
required. It is important that you
have a complete understanding of
the management problems as well
as the services which you are re-
quired to furnish in the successful
operation of your residence
houses. When I speak of services
I am ‘thinking not of just board
and room, but also of the super-
vision of residence hall students,
the educational, social and recrea-
tional programs carried on as a
part of the services of residence
hall operations and the cost there-
of. Successful residence hall re-
sults are not solely the furnish-
ing of board and room to men and
women students of your colleges.
To fully Justlfy a residence hall
program it is my judgment that
there must be a proper balance
between all of these services
which I have mentioned. I am

(605) 13

inclined to the view that lendmg
institutions or investors do not
logk solely on the use of a resi-
dence hall as a place for eating

- "and sleeping ‘when they loan you

these funds,

1 should like to mention, briefly,
the policy of maintenance and re-
placement of furnishings and
equipment. It goes without saying

‘that from the point of view of the

institution, and those who live in
the residence halls, as well as
from the point of view of the
lender, that your buildings must
be properly maintained from year
to year. These costs are proper
charges and I support ‘all of you
in your demands that such a pol-
icy be followed.

Problems of Higher Costs *

I should like to say a few words
about the problems arising during
the past several years through
continuing rising costs of opera-
tion as well as rising costs of con-
struction. There has been pressure
for additional housing because of
your rapid. increase in enroll-
ments. This brings with it the dan-
ger of over-estimating the rates
for -board ‘and room which
students can afford to pay in order
to produce net revenue in . an
amount necessary to support the
loan required to construct and
equip a new residence hall. We
could reach a point of diminishing
return. With all costs of attending

-school having risen to their pres-

ent level we can consider the very
definite possibility that we will
have fewer students because they
cannot afford the cost of an edu-
cation. In fact, you probably have
already seen instances of this
happen. It is, therefore, important
so far as setting up estimates. to
support new loans, that we -be
conservative and avoid difficulties
in meeting the annual loan re-
quirements.

Following.are a few further ob-
servations which; in my opinion,
are determining Iactdrs of a sound
self-liquidating program:

No . seli-liquidating projeect
should be started, or bonds issued,
payable from the revenue thereof
unless there is definite assurance
that adequate funds will be avail-
able to complete the project, in-
cluding furnishings and equip-
ment, with some assurance . that
the project will be: completed
within a specified time, An un-
completed self-liquidating project
is poor security for a loan. Funds
must be provided to meet interest
requirements during construction,

Margin of Earnings Over Charges

The amount of the debt should
be limited to a sum that can be
retired, with interest, out of the
conservatively estimated earnings
with an adequate margin of safety
in case estimated earnings are not
realized. When suitable reserves
for debt service have been pro-
vided ahead of time, the excess
margin of earnings over debt serv-
ice need not be as large as where
there are no reserves or where
they are to be created out of fu-
ture earnings. In the absence of
adequate reserves the investing
public expects earnings of at least
1% times the debt service re-
quirements. When there are such
reserves the margin may be re-
duced to around 1% times earn--
ings.

In determining the length of
maturity of a proposed self-liqui-
dating revenue bond issue, the
theory that it may extend over the
estimated life of the improvement
should not be applied to college
and university loans. True, when
properly maintained the buildings
should last indefinitely but col-
leges are.not operated for profit
and the incurrence of any debt at
all is a comparatively modern de-
vice, to meet a present day emer-
gency that cannot readily be. fi-
nanced otherwise. The shorter the
maturity the sooner the debt will
be reduced. In states where it is

Continued on page 31
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Canadian

By. WILLIAM J. McKAY

in - production /by end of this

Along with the paper and
power industries, the Canadian
mining industry: has taken enor-
mous strides since the end of
World War IL. This has been re-
vealed in the annual Canadian

* Mines Book, the 1951 edition
which has appeared recently. The
data contained therein shows the
ulready big Canadian mining in-
(lustry has grown bigger and the
ynining companies are thrlvmg in
{he greatest period of expansion
in their history. Many new rec-
ords ‘of mineral output, compris-
ing copper, iron, lead, nickel, oil,
¢ilver, sulphur, uranium, zinc and
‘other ' essential metals, are in
the offing.

- One important metal, tungsien,
not yet produced in considerable
commercial quantities in Canada,
js expected ‘to be offered to the
world in the next few months
to alleviate ‘the shortage in the
"Western World, if the results ex-
‘pected from the rate of progress
of two Canadian tungsten prop-
‘erties are realized.
. The Canadian Government’s
wartime tungsten producer, closed
since January, 1949, located high
‘atop the mountains in British
‘(Columbia, is scheduled to be back
_in production by, October. At

present the 250-ton mill is under °

construction at the Emerald mine,
Jocated at Salmo, about 10 miles
north of Pend Oreille Mines &
‘Metals Co. in Washington.

The old gold mill of Tungsten
Corp. of Canada is being revamp-
ed to start turning out tungsten
at  Outpost Island, Great Slave
JLiake district, Northwest Terri-
tories. The mill is expected to be

ff
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month,

Besides these two assured
sources of-future tungsten other
possibilities in the Dominion are
being assessed. Up in the famed
Porcupine district of Ontario the
wealthy Hollinger - Consolidated
Gold Mines has been giving seri-
ous consideration to resuming
production of Scheelite.

Back in World War II, the Hol-
linger interests recovered Schee-
lite (tungsten) from its gold oper-
ations and this practise may be
once again adopted if special ac-
celerated depreciation rates are
awarded by Ottawa.

An experienced mining group

has taken on a tungsten property
in the Stewart Creek district of
British Columbia for an extensive
development program. Considera-
tion may be given to conducting
additional work on the Clubine
tungsten property in the. same
province which at one time was
under Consolidated Mining &
Smelting Co. direction.
- Panaminas Inc., an “American
company controlled by Toronto
capital, is resamplmg the old
Adamson tungsten mine, adjoining
United States Vanadium Corp’s.
tungsten producer in California.

According to the Canadian
Mines Book, the total number of
producing mines in Canada is now
159, up from 149 a year ago. They
include 82 s'raight gold mines, 45
base metal producers, and 32
others, not counting coal. More
than 300 other' companies are ac-
tive in exploration or develop-
ment.

New mining incorporations since

‘mid-1950 total 175, while 90 com-

panies have been revived to start

new programs of work. In the’

previous year there were 218 new

-companies and more than 100 re-

vivals, the decline in these totals

‘being attributable to the lessened

interest in prospecting for gold.

Further discoveries of important -
‘mineral - deposits have recently

been announced in Quebec Prov-
ince. Mr, Duplessis, Premier of
the Province, in.a news con-
ference on Aug. 3, stated that the
Labrador = Development
Company Limited has reported a
rich iron discovery 170 miles
northwest of vast iron deposits
blocked out in Ungava by the
Hollinger North Shore Explora-
tion Company.

He said H. W. Darling, President
of the Quebec Labrador Develop-
ment Company, has plans for im-
mediate development of the new

-deposits at an estimated cost of

$80,000,000.

Premier Duplessis also revealed
that 1,000,000 tons of copper and
gold ore have been located by
Campbell - Chibougamau Mines
Limited on Merrill Island, in Dore
Lake, about a half rmle from
Chlbougamau townsite.

He let it be known that E. O. D.
Campbell, President of that com-
pany, has informed Quebec mines
department of plans to sink mine .
shafts to work the copper and
gold finds.

The Premier also announced,
without giving details, that Bar-
vue Mines Limited has signed a

-contract for electric power sup-.

plies from Quebec Hydfo-Elec—
-tricity Commission.

He called the recent zinc dis-

covery in Barraute Township, in
Northwestern Quebec, one of the

.| “richest in the world.”

George T. Leach

George T. Leach passed away.
in Pasadena at the age of 61 after
-a heart attack. Mr. Leach in the
past had been a partner in A. B.

Leach_& Co, and later headed his -
own firm, George T. Leach & Co.:

The Commercial and Financial Chronicle ..

.Urges Federal Indemnification of War Damage

George C. Johnson, President of Dime Savings Bank, Brooklyn,
urges legislation assuring monetary payment for civilian losses
arising out of war.

Prompt’ passage of legislation
along  lines so broad that all
homes, commercial structures and
other facilities in “the  United
States and its -
possessions
are automat-
ically ‘indem-
nified by the
Federal Gov-
ernment in
case of war
damage, with-
out payment
of insurance
premiums, has
‘been urged by
‘George C.
Johnson,
President of
The Dime
Savings Bank
of Brooklyn.

“The only rea] solution to the
problem—and it is an immediate
problem—is for the United States
Government to provide blanket
irdemnity for all war damage to
property here at home, and, after
the amount of any loss becomes
‘known, to equitably distribute the
cost over the entire economy.
Congress should delay no further
in passing a practical, workable
law and putting it into effect im-
mediately,” said Mr. Johnson.

The banker praised recent pro-
posals to this effect made by the

George C. Johnson

‘Bureau of the Budget before a

Senate - subcommittee headed by
Senator J. Allen Frear, Jr. (Dem:,
Del.). -

“Protection of our civilians and
the national economy is our pri-
mary purpose in fighting a war,”
Mr, Johnson said. “War knows no

‘boundaries in this atomic age and

a civilian and his property are
almost as subject to loss as a sol-

‘dier in the field. Therefore, mone-

tary payment for civilian losses is
just as much a part of a war’s cost
as munitions and maintenance of
the military establishment.

“For this reason,” he continued,
“in case it is necessary, every per-

.son in the nation should contrib-

ute to the cost of protecting civil-
ian life and property should losses
occur the same as they contrib-
uted to the military cost. of the
old-fashioned war in its limited
battle zone. Furthermore, by a
blanket type of indemnity, as-
sumed by the Federal Govern-
ment without payment of insur-
ance premiums, untold millions of
man-hours and dollars would be
saved through avoiding the neces-
sity of writing individual insur-
ance policies. Of even more im-
portance to the national economy
is the fact that by an indemnifica-
tion system, every property would
be covered. This could never be
achieved by insurance as such,
because . experience has shown
that a relatively small proportion
of the public will voluntarily buy
insurance, no matter how small
the premium.”

The legislation proposed by El-
mer B, Staats, Assistant. Director
‘of the Bureau of the Budget, in a
hearing a month ago before: the
Subcommittee on Securities In~-
surance and Banking of the Sen-
ate. Committee on Banking and -
Currency, would set up a $20,000,-
000,000 fund and a  War Damage
Administration to pay compensa-
tion for damage to private prop-
erty ahd another $2,000,000,000 for
damage to public property under
an indemnification system. Pro-
vision is also made in _.the pro-
posed War Disaster Act of 1951
for payment of benefits to de-

pendents of civilians killed in war"
and to civilians who sustam war-,

caused injury.
Mr. Johnson said this represents

the type of thinking during.recent

nmonths by the banking and allied
industries. He explained he

is=

primarily interested because The
Dime Savings Bank of Brooklyn
originates and holds more indi-
vidual home mortgages than any
other savings bank in the.country.
In a statement explaining his
stand, following consultation with
numerous leaders in the banking
and insurance fields, Mr. Johnson
said:

““In World War Ik the War
Damage Corporation”was formed
as.a branch of the Federal Gov-
ernment to provide real estate in-
demnity for losses incurred by
enemy action within the United
States and its possessions. Basi-
cally, it was a giant insurance
company. Nominal -premiums - of
$1-per-$1,000  were paid by prop-
erty owners who desired to be in-

‘sured against loss.

"“The theory was that the pre-
miums collected would create a
fund sufficient to meet any antici-
pated losses, During its existence,
the War Damage Corporation col-
lected a total of $256,000,000 ‘in
premiums.  As we all know, dam-
age. by enemy action after the
corporation was formed was
negligible and- very little was paid
out in:claims. The $210,000,000
remaining after claim adjustment
and - administrative expense was
turned over to the United States
Treasury.

“There is a tremendous differ-
ence, however, between the situa-
tion in World War II and now.
Because of the development of
new weapons such as the atomic
bomb.and guided missiles, the po-
tential war damage to our ‘civil-
ians and civilian economy is so
great and so impossible of deter-
mination today that no plan such
as followed by the ‘War Damage

Corporation in World War II will

provide sufficient premium in-

come to meet potential losses.

-“The” Bureau of the Budget
wisely recognizes this fact.” The
Assistant Director of the Bureau
has told a Senate -subcommittee
that if insurance premiums were
held low enough to be attractive,
they might not cover losses, and
if they were set sufficiently high
to accumulate a substantial fund
they might be prohibitive.

-“In World War II, participation
in. war damage insurance was
largely voluntary, although mort-
gage lenders in potentially dan-
gerous target areas required
mortgagors to: protect properties
through War Damage Corpora-
tion insurance.

-“There was’ no one to require
the individual or firm owning
property free and clear to take
out this protection, and very few
did so. It is a fact well known by
people experienced in the insur-
ance field that the average indi-
vidual will not buy insurance un-
less persuaded to do.so by compe-
tent brokers or agents or required
to by mortgagees having = that
right. In other words, insurance
has to be sold and that is imprac-
tical in connection with war dam-

“age, Principal reason is that there .
is ‘no actuarial experience what-
ever on which rates can be deter- .

‘mined.

“Despite the low premium vrates
prevailing ‘in -the plan followed
“during World War 1I, only 8,700,-

000 pOllClES were issued fOr war

«damage msurance Vast areas of
the count‘ry which believed them-
selves immune to -enemy action
paid no attention to the idea. -

“Today, that is all changed. The
dropping of “even one atomic
bomb ' in a -concentrated area
would produce staggering losses.
And because of long-range planes,
guided missiles and other new
weapons, this danger confronts
every portion of the country, par-
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ticularly since industry has been
decentralized the way it has been.

“Also, the individual owning
property free and clear is en-
titled to as much protection as the
man with a mortgage who was re-
quired in. World War II by his
mortgagee to take out war dam—
age insurance.

“Furthermore, there is the para-
dox of urging 1ndustry and de-
fense workers to remain in vifal
defense production areas and re-
qumng them to pay  prohibitive
insurance rate for protection of
their plants, homes :and llves.
Those civilians who are most ex-
posed to hazards of enemy ac-
tion should not be required to as-
sume an undue ‘share of the bur-
den of protection. This should be
equally cshared by every person
in the nation just the same as any
other cost of war is shared.

“Protection of our civilians and
our national economy is the prl-
mary purpose in our fightmg a
war. What do we gain by wmmng
a war on the battlefield, and yet
lose that war in our civilian es-
tablishment? ;

“Suggestions have been made
durmg Congressional hearings on
various war damage bills that the
Federal government assume liabil-
ity for war damage and levy. a
general tax to defray the actual
cost of any claims arising due to
enemy action, AFTER -such: losses
ocecur, p

“Within the insurance industry
itself, organization already exists
capable of handling war damage
claims. If and when losses due to
enemy action occur, some pro-
cedure could be followed, such as
setting up a valuation commission
composed ‘of local insurance
brokers and agents in each com-
munity to pass upon the claims,
compile necessary information and
handle the required forms for. a
nominal fee. Here again, the Bu-
reau of the Budget ‘wisely recog-
nizes there is machinery at hand,
having told the Frear subcom-
mittee that existing administra-
tive organizations and systems
phould be uysed to the fullest
extent possible so as to reduce
costs, preserve flexibility and con-
serve manpower.

“Conservation of manpower. is
especially important in the cver-
all aspects of war damage indem-
nification. A preliminary estimate
indicates that the personnel in
the insurance department of every
mortgage lending institution .in
the country would have to be
doubled in size if it became nec-
essary to write individual policies
to protect mortgaged properties.

“In the case of The Dime Sav-
ings Bank of Brooklyn with ap-
proximately 65,000 mortgages, this
would mean at least 27,000 more
man-hours per year to prepare
policies, - card-index records,
handle the thousands of endorse-
ments covering changes in owner-
ship and to perform the innumer-
able other accounting details nec-
essary -with an individual war
damage policy on each property.
For' the nation as a whole, pos-
sibly four -or five million man-
hours per year would be required.
This is a serious situation in-an
already short labor market, and it
would be a substantial loss to the
economy whether or not any war
damage 10ss were incurred. And of
course the foregoing figures avpl
only -to mortgaged properties
which lenders would require to
be insured to protect themselve:
against.  There would still be
many millions of properties
owned free and clear which would
have no protection.

“America only weakness, in re-
lation to her potential enemies, is
lack of manpower. Therefore, we
must conserve manpower in every
way possible—not waste it.

“Through blanket indemnifica-
tion from the Federal govern-
ment, obviating the necessity for
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individual insurance policies, un-
told millions of man-hours and
dollars would be saved.

“Senator Frear and his com-
mittee, the Bureau of the Budget
and all others who have -contrib-

uted to the formulation of this -

plan are to be congratulated-and
they deserve the whole-hearted
support. of every individual and
firm in the nation.”

Crulfenden Opens
' Denver Office

:DENVER, Colo.—Cruttenden &

Co.,” members of the New York .

and Midwest Stock Exchanges, an-

nounceé the establishment -of a -

Denver office in the First National

Bank Building. John T. Webb will -

be manager, John H. Goode, man-
ager of the municipal bond de-
partment and :Alfred- R.: Seebass,
special representative.

.Opening -of A the new office
was previously --reported in The
“Chronicle” of Aug. 9.

: Watling; Lérchen Adds - -

! (Bpecial to THE FINANCIAL Cunob‘f(cnx)

DETROIT, Mich.—Sarkis P.
Bayekian is with Watling, Lerchen
&' Co., Ford Building, members of

the New York -and Detroit Stock '

Exchanges.

Joins Morgan & Co.

(Special to THE FINANCIAL CHRONICLE)

'LOS ANGELES, Calif.—Alfred

G. Pellow has become affiliated -

with Morgan & <Co., 634 South
Spring Street, ‘members of the
Los Angeles Stock Exchange. Mr.
Pellow was formerly with Hill,
Richards & Co.

- With Waddell & Reed
l‘ (Special to THe FINANCIAL CHRONICLE)
- GRAND RAPIDS, Mich.— Ro-
land A. Foote, John E. Ritsema

and Olin R. Walker are with Wad- "

dell & Reed, Inc.

COMING
EVENTS

An Inyestment Field .

Aug. 23, 1951 (Rockford, IlL.)

- Rockford Securities Dealers
Association “Fling Ding” at the
Mauh-Nah-Tee-See Country Club

Aug. 24, 1951 (Denver, Colo.)

" Denver Bond Club-Rocky Mt
Group 1. B. A. annual frolic and
outing at the Park Hill Country
Club.

Sept. 7, 1951 (New York City)

Security Traders Association of
New York outing at the New York
Athletic Club

Sept. 20, 1951 (Omaha, Neb.)

Nebraska - Iowa - Investment
Bankers Annual Frolic at Omaha
Country Club. Cocktail party Sep-
tember 19 at Blackstone Hotel,
Omaha.

Sept, 24-26, 1951 (Cincinnati, Ohio) -

. Association of Stock Exchange

Firms Fall Meeting at the Terrace- :

Plaza Hotel.

Sept. 30-0ct. 4, 1951 (Coronado
' Beach, Calif.)

. National Security Traders As-

sociation Convention opens at Co

ronado Hotel.

Oct. 12, 1951 (Dallas, Tex.)

i Dallas Bond Club annual Col
umbus Day outing.

Nov. 16, 1951 (New York City)

'New York Security Dealers
Association 26th annual dinner at
the Waldorf-Astoria Hotel.

Nov. 25-30, 1951 (Hollywood
Beach, Fla.)

Investment Bankers Associatios

Annual’ Convention at the Holly-
wood Beach Hotel.

Chances of Stetling Revaluation

By PAUL EINZIG

In reviewing arguments for and against sterling. revaluation at
this time, Dr. Einzig contends a revaluation to a higher level
would be an aid in maintaining Britain’s ‘gold ‘reserve, since
it would lead to lower costs of imports and, in many cases,

‘would not affect exports adversely.-

LONDON, Eng.—Until about the middle of this year the con-
troversy over the question whether sterling should be revalued

. was rapidly becoming a matter of acute controversy, . Every econ-
© omist of standing was expected” to take sides, though many of

them preferred to keep aloof from the contest.
Within the government, too, a-fierce battle
was raging between those for and ‘against re-
valuation. Articles advocating or opposing re-
valuation appeared in the Press in great
numbers, and frequent reference was made to
the subject in Parliamentary questions and de-
bates. As far as Ministers and other official
government spokesmen - were concerned, how-
€VEr, no views were expressed in either sense.
When pressed by Members of Parliament, the
Chancellor of the Exchequer and his subor-
dinates displayed tight lips and an expression-
less. face. This® was quite “understandable.
Any "decisicn regarding a change in the value
of “the -currency  must - be- kept “a" closely-
guarded secret until the last’ moment.’ More-
over; the criticism directed against “the gov-= -
ernment for its denials of sterling devaluation - »
in 1949 are still fresh in the minds of Ministers and government
officials, and none of them would: want to ‘expose themselves to
the repetition of that experience., - ;

Since the turn of the half vear the agitation infavor of re-
valuation has abated to a considerable extent. This is due to the

‘Dr. Paul Einzig

~ deterioration’ of the British balance of payments and the pros-

pects of a decline of the Sterling “Area gold reserve during the
third quarter. of 1951. It is true, those who feel very strongly that

sterling should be revalued argue that the deterioration of the:

balance of payments-is an’'argument for and not against a re-
valuation. They rightly point out that one of -the main causes of
the advgrse change in the ‘trade balance has-been -the adverse
change in the terms of trade, the prices of imports having risen
much more than the prices of exports during the last 12 months
They argue that this state of affairs could and should be cor-

. rected by a revaluation which would change the terms of {rade in

Britain’s favor, at any rate as far as the countries outside the
Sterling Area -are concerned. i

Opponents ‘of a revaluation, on tﬁ‘e other hand, maintain that

a revaluation might result in a sharp fall in the volume of British
and Sterling Area exports, and that in spite of a favorable change
in the terms of trade the adverse balance might increase further in
consequence. - To this argument the supporters of revaluation
reply that, since the world is rapidly becoming a sellers’ market
and the progress of rearmament will in any event reduce the
volume of exportable surpluses, no advantage is gained by main-
taining sterling at a too low international value. They feel that
Britain, and the Sterling Area would be able to sell their export-
able surpluses even if the value of: sterling: were to be raised.

Those who put foward the above argument over-simplify
the position. They seem to assurne that all categories of export-
able goods behave in an identical way. In reality there is as yet
no indication of any such uniform trend. It is true, there are
shortages in certain exportable ‘goods. On the other hand, there
ds still a buyers' market in a large number of other categories.
In particular non-essential goods remain highly competitive, and
tend to become increasingly so, precisely because, owing to re-
armament, most countries are now inclined once more to restrict
their import. The price factor cannot be disregraded. While it is
true that Britain could easily increase her exports of coal or steel
in spite of a revaluation of sterling, her exports of luxuries and
secondary necessitics would suffer. There is no means of estimat-
ing the extent of gains and losses, and a revaluation would be
therefore a gamble from the point of view of its effect on the bal-
ance of payments. ;

Until a few months ago Britain could have afforded ‘the risk
of an adverse effect of a revaluation on the balance of payments.
There was a comfortable export surplus and the influx of gold

‘was considerable, In the meantime, however, the situation has
changed. Britain is now no longer in a position in which a leap
in the dark would be advisable.. If the balance of payments

should continue to deterigrate there is no means of proving that
it would be due to the decision not to revalue. On the other hand,
if sterling should be revalued and the balance of payments shouid
continue to deteriorate, whether because of it or in spite of it,
the goverrment would be blamed for having brought about this
additional deterioration through the revaluation.

Moreover, there are indications that wages and prices in
Britain will rise during the next few months. Some of the most
powerful Labor Unions have:just. put forward very substantial
claims.for wages increases, and they are not likely to withdraw
these claims merely because of a revaluation of sterling. If their

demands are granted there is bound to be a further upward move-:
ment in the vicious spiral in spite: of the revaluation. As a
result the higher value of sterling- would handicap exports to a

‘considerable extent.

It is no wonder the government is reluctant to revalue. Its
task in resisting revaluation pressure has not been-rendered any
easier by the recent intervention of Mr, Snyder in the controversy
by publicly declaring the opposition of the United States Govern-
ment to a revaluation of the European currencies.. The British
Government was often accused of having devalued sterling under

Anmerican pressure, As a result of Mr. Snyder’s intervention it is

likely to be accused of having yielded once more to pressure
from Washington when abstaining from revaluing sterling.
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Securities Salesman’s Corner

By JOHN

DUTTON

Two Letters

In connection with the sugges-
tion made in this column that the
‘practice of selling unlisted securi-
ties' at wholesale plus a stock
exchange commission ought to be
completely eliminated by.a con-
certed and cooperative effort of
the entire investment fraternity, I
am reproducing two letters which
should give all concerned with
this problem some additional in-
formation on the subject.

A Texas Dealer Writes

. (Letter dated July 23, 1951) :
“I have enjoyed for several
‘years- your - provocative and in-
structive letters to salesmen, and
as a survivor of the five difficult
years in this business I have asked

§ _‘many. of the questions you pro-

pound in your last article.

“Mr. Dutton, one thing is sure,
that- public - relations are not
‘helped by the type of general
advice given to the public in a
recent article by a prominent
columnist. - Is there not some way
that a more cooperative way of
doing business can be developed
by all dealers? The abysmal
misunderstanding of the public
concerning the over-the-counter
market still astonishes me after
five years in this business, and
the rush to sell Mutual Funds by
Stock Exchange firms only makes
the present situation a bit lu-
dicrous. Has the problem of
splitting commissions with listed
house firms ever been studied ‘as
‘a method of broadening owner-
ship of securities?”

"The excerpt from a recent ar-.
ticle by one columnist which -this.

dealer referred  to in particular
stated: '

“Rule Nine: Deal with a firm
that is a member of a stock ex-
change, or with your banker, and
when you place an order to buy
or 'sell, do not set a fixed price;
"buy or sell at the market. Buy-
ing or selling ‘at the market’
means your order will be filled at
about the price of the next trans-
action in your stock on the ex-
change. This is a much wiser
‘technique than giving your broker
or hanker a set price at which he
is to buy or sell.”

This Happens Too Often
(Letter dated July 28, 1951)

“T don’t know when I have
read an article that hits the spot
like yours in the July 26 ‘Chron-
icle, in your ‘Security . Salesman’s
Corner.” This is a matter that has
been under discussion by a few of
.our local dealers for some time.

“It seems that the member firms
down here instruct their men to
‘sell all -securities on a commis-
sion ‘basis. For instance, we have
been selling a low-priced, over-
the-counter security for the past
few weeks which has considerable
speculative appeal. 'I asked one of
the customer’s men of XYZ & Co.

why he did not sell some, and he
‘informed me that he would only
be ‘allowed to put a small com-
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mission on it and it wouldn’t pay
him. x
“Another instance that bears
out this article was occasioned a
couple of months ago when I con~
summated a sale.of 100 shares of
stock at 183 -to a prospect 20
miles from this office. I had
called on this prospect sevesal
times and finally made the sale.
‘We purchased this stock at 18 and
put 34 of a point on, which was
less than. 5%. The next morning .
I was informed by the customer

that she could have bought the -

stock from XYZ & Co. at 18 plus
a commission, and could see no
reason why she should purchase
it from us at 1834. No amount of
explanation could change her
mind, and as a consequence we
lost a sale. .

“I am enclosing a list of prices
on unlisted stocks taken from this
morning’s paper, inserted by
(names of firms omitted by Edi-
tor). They have been doing this
for some time, and you will notice
that with the exception of some
local = stocks, practically - all of
them are advertised . with the
inside market. = For instance,

Portsmouth Steel is quoted 13%~ °

13%.

“Of course if XYZ & Co. or any
other member firm cares to sell
any stock on-a commission basis
(which, as you know does not pay
unless you get a very high vol-
‘ume of trading), that is their busi-
ness. However, I claim this is
unfair competition to the rest of
the investment fraternity. I think

something should be done ‘about

this by the NASD.

“I hope you will continue to
give this matter more publicity, as
I think your idea is the ohly sen=~
sible solution if our industry is to

w.”

New. York Steck Exch.
Weekly Firm Changes

The New York Stock Exchange
has announced the following firm
changes: 4

Interest of the late Michael M.
van Beuren, limited partner in
Abbott, Proctor & Paine, ceased
as of July 31. :

Floyd Augustine retired from:’
partnership in Nielsen, Gordon & :

Hall Aug. 15. .

Transfer of the Exchange mem-
bership of = Arthur Gaines to
Meyer Buchman will be consid-
ered by the Exchange on Aug. 23.

. With Paine, Webber .,

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—Josiah
F. Jenkins has become connected
with Paine, Webber, Jackson &
Curtis, 626 South Spriig Street.
He was previously with Schwa-
bacher & Co.

With A. M. Kidder
+ (Sgpacial to THE FINANCIAL CHRONICLE)
SARASOTA, Fla. — Paul R.
Coloney is now with A: M. Kidder
& Co., 203 South Palm Avenue,
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Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR.

The government market is still on the constructive side, be-
cause of the combination of moderately enlarged buy orders and
no important increase in the supply side of the equation. Quota-
tions in some instances nonetheless appear to have gone ahead a
bit too fast and this might result in market indigestion, which
could be cleared up by churning or backing and filling. Although
certain operators in the money markets still question the validity
of the trend, there seems to be a growing feeling that prices of
Treasury obligations are not likely to have muca of a setback,
if any, from current levels. This would appear to be predicated
upon the assumption that non-bank owners of governments are
not likely to be sizable sellers of these securities for the time

being.

eagled the whole restricted list,

Recent purchasers of long Treasuries have pretty well spread-

with the highest yielding issues

still getting the greater part of the play because of the importance
of income to these buyers. The 1952 eligible taps have not been
without friends. however, The bank 2%’s of September 1967-72
made considerable progress and the technical position of this issue
appears to have been greatly improved because quite a few of the
par liquidable bonds have now gone into strong hands.

~ Substantial Buying Features Market -

The government market continues to display virility on light
volume, much to the surprise of many operators in the money
.markets. Nonetheless, there has been an increase in the amount
of buy orders which have been appearing both from investors and

professionals. The acquirers of

Treasury obligations, it seems,

have assumed a somewhat bolder attitude and, with the supply
‘not appreciably larger, this has had a favorable effect ui)on quota-

tions of these securities. Dealers and traders have expa

ded hold-

ings'in a modest way, and this is generally considered a good sign
because they are usually in a position to get a fairly good feel
of the market. On the other hand, there has not been any all-out
bullishness among them because they appear to believe it is still
‘too early to get too enthusizstic over the whole situation.

~ There is no doubt the recent action of the government market
has many followers of it talking about what has taken place and
trying to figure out whether it has been done with mirrors or not.
‘As previously stated, the market is not broad, volume i3 not large,
and accordingly many operators are not sharing in the business
“that is being done. This is not a desirable situation but it is ihe
‘case nevertheless. Because-dealers’ positions have been light or
‘non-existent in some instances, there has been less of an oppor-
tunity to get in on the available orders. Such a picture should not
“be long in being remedied, however, if the recent trend turns out

to be the real thing,

]

Liquidation at Minimum

To be sure, at the present time despite some positibn building,
the supply of issues for sale is still on the modest side, and this
continues to be one of the most potent forces in the recent trend

of the government market. The

largest liquidators of Treasury

obligations, the life insurance companies and savings banks, are
still reluctant and and only minor sellers of these securities. Their
action of not hitting bids as prices move ahead has many operators
in the money markets a bit confounded, to say the least. The big
question seems to be how long is this going to go on? No one
seems to know and that beyond doubt is what keeps not a few
operators in governments on the cautious side, and this probably
is not an unfavorable development. Too much bullishness or too

much - bearishness is no good for the market.

Uncertainty has

negrly always been around, with the degree of it in many cases
being altered according to the desires of the monetary authorities.
At the present time, the uncertainty that prevails could keep the
market from going too far in the direction that might not be

healthy for it.

Federal, it seems, is content to assume a passive attitude, at
least as far as the higher yielding governments are concerned.
This will no doubt continue to be the case as long as the forces
«sperating in the market do not get too far out of balance and push
the trend of prices out of line in either direction. It should be
remembered the Central Banks still have the power and the
wherewithal to call a halt to developments if and when they

believe it should be done,

Source of Buying Orders
Aside from the fact that owners of long Treasuries are still
reluctant sellers of these securities, and this is very important in
the recent trend of the market, where has the buying been coming

frem and who are these buyers?

The best informed sources come

up with the same answer again, pension funds. Some of these
orders have been of fair size while others—and they still seem
to be in the majority—are on the small side; A good many of the
recent buy orders have been coming from trust departments of
corr mercial banks and it is indicated these institutions are making
purchases for pension funds that they act for or manage. State
funds have been among the buyers also of selected issues of taps,
with the ’63-68s and the ’65-70s apparently their favorites. Also
corporations that have sizable holdings of shorts have been nib-
bling at the higher income issues, as have some of the smaller
insurance companies and charitable organizations.

Thomas E. Jobin Opens

(Special to THE FINANCIAL CHRONICLE)
ST, PETERSBURG, Fla, —
Thomas E. Jobin has opened of-
fices at 762 First Street, North, to
engage in the securities business.
He was previously with W. H.
Heagerty & Co. .

Joins Dempsey Co.
(Special to THE FINANCIAL CHRONICLE)

CHICAGO, Ill. — Kenneth L.
Eaton is now affiliated - with
Dempsey & Company, 135 South
La Salle Street, members of the
Midwest Stock Exchange. He was
previously with Otis & Co.

NEWS ABOUT BANKS
AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

Harry C. Burgess, Vice-Presi-
dent of The Bowery Savings Bank
of New York, retired on Aug. 10
after 32 years’ association with the
bank, He had been the officer in
charge of personnel since 1932.

Ed # E3

Following an agreement ap-
proving the merger of the Mineola
Savings and Loan Association of
Mineola, N, Y., into the Rockville
Centre Savings and Loan Associa-
tion of Rockville Centre, N. Y.,
the name of the latter has been
changed (Aug. 1) ‘to the Rock-
ville-Mineola Savings and Loan
Association,

3 % #®

As of Aug. 1 the National Bank
of Lake Ronkonkoma, at Lake
Ronkonkoma, N. Y., increased its
capital from $75,000 to $100,000
by the sale of $25,000 of new
stock,

£ * 4

Joseph G. Mark has been elected
President of the First National
Bank of South River, New Jersey,
replacing Robert F. Fountain, who
has held that post of 16 years. Mr.
Fountain has been elevated to
Chairman of the Board. .

Mr, Mark becomes the fourth
President of the bank since it was
founded 49 years ago. He began
his career with the bahk in 1923,
advancing through teller, cashier
and  executive vice-president, a
post he held until he became
President.  He has been a director
of the bank since 1936.

Mr. Mark is a past President. of

' the Middlesex - Somerset - Union

County Bankers Association and a
member of the N, J. Auditors and
Comptrollers, as well as a com-~
mittee member of the N. J. Bank-
ers Association, He is author of
“Procedure in Financing a New
Jersey School District Bond Is-
sue.”

Mr. Mark attended Rutgers and
New York Univercities and is a
graduate of the Rutgers Graduate
School of Banking. He is also a
director of the Providers Building
and Loan Association.

As Chairman of the Board, Mr,
Fountain returns to the post he
held from 1928 to 1935. He was
one of the organizers of the bank
and during his 49 years of service
has helped it grow to the position
of fourth largest commercial bank
in Middlsex County. He was the
bank’s first cashier and officer and
is its only living organizer.

The Board of Directors also
elevated Miss Jessie B. DeHart to
trust officer and named Charles A.
Eberwein assistant trust officer.

Burton Morgan Smith, who has
been with the bank since 1915,
was elected secretary of the

- board.  He is also cashier, a posi-

tion he has held since 1946.
* £ 11:

The election of Stanley H. Heist
as a director of National Bank of
Germantown and Trust Co. of
Philadelphia has been announced
by Glenn K. Morris, President.
Mr, Heist is President of the Sav-
ing Fund Society of Germantown
and its Vicinity.

; * * * y

The Lagonda National Bank of
Springfield, Ohio, has enlargad its
capital to the extent of -$225,000,
increasing .it from $400,000 to
$625,000; as a result of a stock

 dividend of - $50,000, the capital

was increased from $400,000 to
$450,000, while the further in-
crease to $625,000 was brought
about by the sale of $175,000 of
new stock. The enlarged capital
became effective Aug. 3.

The First Nationai Bank ef Iron-
ton, Ohio, increased its capital, ef-
fective July 17, fror $200,000 to
$300,000 by a stock dividend of
$100,000. e

Ed

The Union National Bank of
Springfield, Mo., has enlarged its
capital as of Aug. 1, from $6090,000
to $1,000,000, as a result of a stock
dividend of $400£000'*

#® 4 k

A stock dividend of $25,000 and
the sale of new stock to the
amount of $75,000 have served to
increase the capital of the Firs{
National Bank of Brownfield,
Texas, from $100,000 to $200,000,
effective Auvg. 2.

%" * &

H. D. lvey, President of the
Citizens National Trust & Savings
Bank of Los Angeles, Calif., has
announced that construction has
begun on a new building to re-
place the present banking quar-
ters of the University-Westwood
branch, now at 1088 Westwood
Boulevard in Westwood Village.
The modern new building is be-
ing erected at 10925 Kinross Ave.,
one block west of where Citizens
is presently located.

Rirthday Greelings for
Edward J. Gaughlin

Edward J, Caughlin

Birthday greetings are in order
August 22, for Edward J. Caugh-
lin, Edward J. Caughlin & Co.,
Finance = Building, Philadelphia.
Mr, Caughlin has just been elected
a member of the Philadelphia-
Baltimore Stock Exchange.

Two With Barbour Smith

; (Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—Milton
R. Aronson and Douglass M. Hod-
son have become associated with
Barbour, Smith & Co., 621 South
Flower Street, members of the
Los Angeles Stock Exchange. Mr.
Aronson was formerly with Ed-
gerton, Wykoff & Co. Mr. Hodson
was with Morgan & Co., Buckley
Brothers, and Merrill  Lynch,
Pierce, Fenner & Beane.

With Cons. Investments
(Special to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.
James E. Doyle has been added to
the staff of Consolidated Invest-
ments, Inc., Russ Building.

Rejoins Waldron Co.

(Special to T'H: FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.
James E. Smith has rejoined Wal-
dron & Company, Russ Building.
He was recently with Capital Se-
curities Co. of Oakland.

Joins Waddell & Reed

(Special to THE FINANCIAL CHRONICLE)
KANSAS CITY, Mo.— Richard
L. A. Hirsch is with Waddell &
Reed, Inc.,, 1012 Baltimore Ave-
nue.

" Wood, Gundy & Co,

$35,000,000 Issue
of British Columbia
Debenturas Marketed - -

An underwriting group jointly
headed by The First Boston Corp.
and A. E. Ames & Co. Inc. made
public offering on Aug. 16 .of
$35,000,000 of Province of British
Columbia, - Canada, debentures.
The issue, payable in U. S, dollars,
is divided  into four maturities
bearing interest rates of 3%, 3%,
3% and 3% % for the respective
maturities of Aug. 15, 1955, 1956,
1957 and 1976. The debentures
are priced to yield approximately
3.10%, 3.20%, 3.25% and 3,65%,
respectively.

Of the proceeds, $26,300,000 will
be used to pay Treasury bills and
the balance of $8.700,000 will be
applied toward a long-range pro-
gram of bridge and highway con-
struction which provides for the
expenditure of approximately
$91,400,000 from the fiscal year
1950-51 through 1956-57.

British Columbia, the most
westerly province of Canada, has
increased =~ in  population from
817.000 in 1941 to an estimated
1,165,000 in 1951. Population is
largely concentrated in the south
west corner of the province on
Vancouver Island and the lower
mainland but there has been con-
siderable increase in ‘the north
with the improvement of overland
transit facilities. In recent years
its major industries of forestry,
mining, -agriculture, fisheries and
manufacturing have increased
their total production value from
$333,004,000 in 1939 to an esti-
mated $1,256,000,000 in 1950. In
the same period the value of con-
struction has increased over seven-
fold and electric power consump-
tion has imore than doubled. Of
the province’s - $380,000.000  total
export trade in 1950, about 72%
was exported to the United States
as contrasted with 569% in 1949.

Associated with the principals
in the offering are: Harriman Rip-
ley & Co. Inc.; Smith, Barney &
Co.; Halsey, Stuart & Co. Inc.;
The Dominion Securities Corp.;
Inc. and
McLeod, Young, Weir, Inc.

Shearson, Hammill Adds

(Special to THE FINANCIAL CHRONICLE)

BEVERLEY HILLS, Calif.
Lassor  H. Grosberg has been
added to the staff of Shearson,
Hammill & Co., 9608 Santa Monica
‘Boulevard. He was previously
with J. Barth & Co.

Joins Douglass Staff ..

(Special to THE FINaANCIAL CHRONICLE)
BEVERLY HILLS, Calif.—Jane
H. Ford has joined the staff of
Douglass & Co., 133 North Robert-
son Boulevard.

Grimm Opens Branch
JACKSONVILLE, Fla,—Grimm
& Co., members of the New York
Stock Exchange, announce the
opening of an office in Jackson-
ville, Fla., under the management
of Kenneth M. Keefe.

RED
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* Rail Freight Rate Rise Lower Than Requested

* Grant by Interstate Commerce Commission of 97 increase
for Eastern lines and 6> for West and South falls short of
159 asked by railroads., Increase to end Feb. 28, 1953 unless

continued in force by ICC.

The Interstate Commerce Com-
mission on Aug. 8 announced it
had granted railroads operating in
the East a 9% freight rate rise
and for railroads in the South and
West a 6% rate increase. The rail-
roads in the petition requested a
general rise of 15%. The increases
include a temporary boost of 4%
for Eastern roads and 2% for the
other lines. The new rates are to
go into effect after 15 days notice,
and are to expire on Feb. 28, 1953,
unless extended by the Inter-
state Commerce Commission. The
Commission ruled that no in-
creases will be authorized on cer-
tain charges, such as those for
protective services for loading or
uhloading livestock and for un-
loading fresh fruits and vegeta-
bles.

i The Office of Price Stabiliza-
tion had opposed the rails’ request
for rate increases on the ground
that they would be reflected in

higher prices. The ICC, however,

maintained that the  railroads
have - been subjected to higher
operating costs, particularly since
the outbreak of the Korean war,
and it was essential to “a trans-
portation system adequate to meet
the needs of national defense, that
they be granted additional rev-
enues.”

“We are convinced,” the Com-
mission stated, “that money nec-

essary for capital additions to the
railway systems should be derived
wholly from income, but we must
take note of 'the fact that many
of these outlays are being made
under the encouragement, if not
the insistence, of the government
and the shipping public.” :

In a statement by Walter S.
Franklin, President of the Penn-
sylvania Railroad,- after the ICC
decision was announced, disap-

‘pointment was.expressed as to the

limited rate rise. .
““I do not understand why the

ICC practically cut in half the

proposal of the Eastern railroads,”
Mr. Franklin said. “Certainly, the
figures presented in the evidence
clearly showed the need for the
increase requested.
“Unfortunately, the railroad in-
dustry will suffer from this deci-
sion, which seriously restricts
their ability to produce reason-
able earnings at a time when the

volume of business. is on a high .

level,  Also, ‘the decision will
make it difficult to continue the

expenditures needed:-to meet the'’

demands of the defense program.

“Other industries have been al-
lowed to increase their prices to
meet the cost of wage increases
and material costs. The railroads
should have been given the same

right.”

Inventory Policies of Over-Gounter Firms
Research study of Willis' J. Winn, made under auspices of the
Securities Research Unit of the Wharton School of the Univer-
sity of Pennsylvania holds small commitments by dealers in-
dicates their inventory policies have not been important factor

in level or movement of over-the-counter securities.

.The small size of inventory
holdings of investment banking
firms suggests-that the inventory
policies of these firms have not
been an important factor in de-
termining either the overall level
of security prices or even signifi-
cant movements about this level.
This conclusion is presented in a
monograph . entitled ‘Positioning
of Securities on Over-the-Counter
Markets,” written by Willis J.
Winn and released by the Securi-
ties Research Unit of the Wharton
School of Finance and Commerce
of the University of Pennsylvania.

This study is the second in a
series summarizing the results of
a nationwide survey of over-the-
counter securities markets. This
undertaking was made possible by
a grant to the University of Penn-
sylvania by the Merrill Founda-
tion for the Advancement of
Financial Knowledge. The grant
is being used by the Securities
Research Unit to obtain quanti-
tative information about over-the-
counter markets to supplement
the mass of data available on ex-
change markets and thereby pro-
vide a better picture of the over-
-all security and capital markets.

The study points out that the
size of security positions held by

\ investment banking firms, - to-
‘gether with the reported volume
of security transactions, strongly
suggest that the security markets
have developed to a point where
extensive ' merchandising opera-
tions can be conducted without a
large inventory. In other words,
the primary function of invest-
ment bankers in creating markets
today, the study reveals, appears
10 be one of bringing buyer and
seller together more or less simul-
taneously with little effort to
offset temporary variations in
supply and demand by adjust-
ments out of inventory.

JAll this is revealed in the an-

alysis. of the  relationship of
inventory to sales. Inventory

policies.vary widely among indus-
tries, among firms within indus-
tries, and in a single firm over a
period of time. ~ Serious mistakes
have been made -in the past in
building up excessive .inventories.
Individual - experiences provide
the chief guide to policy, but these
have not always proven adequate.

rience as a guide to policy is the
knowledge of the practice of the
group as a whole and of differ-
ences within the group.

No information is available on
the magnitude of security posi-
tions and sales over any extended
period of -time. Consequently,
Mr: Winn’s analysis is limited to
the behavior pattern at the time
of this survey. The observed
relationship may change as a re-
sult of either independent fluctua-
tions in sales or in positions or in
both,

Reference is often made in the
financial press to the “overhang-
ing” new-issue inventories or to
the clearance from dealer shelves
of new-issue holdings. A speed-
up in the volume of trading or
sharp movements in market prices
may lead to substantial alterations
in positions in outstanding securi-
ties. While firms in the securities
business may be more sensitive to
these factors and may adjust their
holdings more quickly, such de-
velopments are also common in
other businesses, Nevertheless, in
the latter areas where this infor-
mation is available over Ilong
periods of time, the year-to-year
changes in the ratio for many in-

of stability.

To measure the relationship of
security positions to sales for in-
vestment banking firms, average
month-end " inventories for Sep-
tember, October and November
were related to average monthly
sales in the same period. These
three-month average ratios did
not differ materially in any major

category from those computed on
the basis of monthly sales and
month-end inventories, but they
were thought to present a more
typical picture of the period than
those of any single month,

- Inventories in the different
types of securities were related to
the sales of these securities, To
the extent. that agency transac-
tions were included in the total
sales figures (estimated to consti-
tute approximately one-thirq of
the over-the-counter sales of cor-

porate stock alone), the relation- -

ship of positions to-sales may be
expected to be somewhat smaller
than for businesses that do not
have any agency sales.

"Two ratios have been widely
used in the analysis of the rela-
tionship of sales and inventory.
The one used in Mr. Winn’s analy-
sis expresses positions as a percent
of sales. The other expresses sales
as a percent of positions and indi-
cates the multiple that sales’ for
the period were of the positions
at-the end of the period. Tke lat-
ter is commonly used as a measure
of inventory turnover. Both ra-
tios * express. fundamentally the
same relationship: a high posi-
tions-to-sales ratio is equivalent
to a low inventory turnover ratio,
as one ratio is merely the recip-
rocal of the other.  The positions-
to-sales ratios have been used in
this. monograph to avoid some of
the astronomical -inventory turn-
over ratios'which would have
arisen in some of the detailed re-
lationships analyzed.

"One major qualification appli-
cable " to  this "entire discussion
should be emphasized. In view of
the very substantial variability of
inventory-to-sales. ratios .found

.even ' among firms homogeneous -

in other respects, moderate varia-
tions in these ratios for the dif-
ferent groups are usually not sig-
‘nificant.. As a matter of fact, one
of the most interesting findings,
evolving from this analysis of in-
ventory-to-sales ratios, is the ex-
treme firm-to-firm heterogeneity
in inventory policies. Part, but
certainly not all, of this result is
attributable to the short time: pe-
riod covered. Though the aggre-
.gate results presented are of some
interest in themselves, the discus-
sion highlights only those differ-

‘ences among groups of companies

Ot hasbie foppletiEnt o et ,which seem to be’associated with

the characteristics of the entire
group, that is, which characterize
most of the firms in the group,
rather than only a few firms which
receive large weight in the aggre-
gate results. :

The aggregate security positions
of investment bankers were pre-
dominantly bonds, the study shos.
Only 11% in dollar value of the
positions of all firms was in stock.

The value of the bond inventory .

represented approximately 15 of
1% of the value of all bonds out-
standing, while the positions in
stocks represented less than one
tenth of 1% of the value of all
outstanding stocks. The study
notes, however, that in spite of
the predominance of bonds in the
total holdings of investment bank-
ing firms, some position in stocks
was held by a greater number of
firms than held bonds- and, also,
in a greater number of instances,
stocks represented their entire in-
ventory of securities.

The report further reveals that
less than 10% of all investment
banking firms held 90% of all se-
curity positions, and 10% of the
broker-dealers registered with the
Securities and Exchange Commis-
sion held about' three-fourths of

.all the inve ies o 5
dustries indicate a marked degree = e LIVEnToriER O Bock

The small firms were of some
importance in making markets for
equities,, Mr. Winn found in the
study, and these firms held the
largest segment of unlisted indus-
trial equities positioned by invest-
ment bankers, both absolutely and
relative to their net capital.

The new study is published by
the University of Pennsylvania
Press, Philadelphia, Pa.

| Railroad
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Securities :”

o ‘Missouri - Kansas - Texas ’

The question of the dividend
arrears on Missouri-Kansas-Texas
preferred stock has again been
in the news. On and off for many
years there have been recurring
rumors -and reports to the effect
that some plan of stock recapital-
ization designed to eliminate these
arrears was in near term prospect.
Up to now nothing has been ac-
complished, one of the major
stumbling blocks having been the
fact that the Adjustment bonds
were also in arrears on their in-

terest. Obviously nothing could:

be done, or can be done, for the
preferred stock until the Adjust-
ment bond accruals “have been
cleared up. '
For some time the company had
19_een following a practice of pay-
ing off one semi-annual coupon
each month, and was thus . able
to reduce the amount of arrears
substantially—they * now amount
to $1,355,586, However, no pay-
ment was made on. August 1 and
the management recently stated
that liquidation of the balance

would depend  on the- amount

available from current earnings.
Apparently the management has
confidence that elimination of
this obligation will not be too
long delayed. In a recent mid-year
report to . stockholders it was

_stated: that active consideration is

being given to formulation of a
stock readjustment plan.

It was further stated that in-
dependent - engineers have been
engaged to develop certain data
for management’s use in devising

a- fair and equitable plan’ which’

may be approved by the I.C.C.
and ' be acceptable to the stock-
holders. In this connection it may
be recalled that an earlier attemp}
to put through a readjustment
plan . for the  Adjustment bciad
arrears was turned down by the
Commission. It is not considered
likely that an equitable stock
readjustment proposal would be
similarly rejected by the govern-
ment agency. In its mid-year re-
port the management went on to
say that it is anticipated that a
stock plan will be ready for con-
sideration about the time that
Adjustment bond interest is on a
current basis,

Presumably it will not be pos-
sible to formulate any plan with-
out giving the present preferred
stockholders a large share of
common stock equity. The arrears
are just too large to make any
other course feasible, just' as has
been the case in the Boston &
Maine readjustment. Arrears on
the Katy preferred now amount
to $138.25 a share, a total of $92,-
213,000. In comparison, the com-
pany in its best year of the past
decade, 1948, reported . net income
of only about $6.5 million, This
was equivalent to $9.75 a share
on the present $7.00 preferred
stock. Obviously earning power
would not support any additional
amount of preferred so that it
seems likely that the entire ar-
rears will have to be satisfied
with common stock.

The road started off the year
pretty well. Like so many other
carriers, and particularly carri-
ers operating in the general ter-
ritory covered by Katy, the road
has more recently been having
its troubles. For the first half
year gross revenues increased
roundly 9% -but net income was
off by a roughly similar percent-
age. Net of $1,825598 for the
period was equivalent to $2.74 per
preferred share, compared with
$3.01 a share realized in the open-
ing half of 1950. The management
stated that car loadings continued
to increase during the first quarter
but leveled off in April and started

»

down in_May‘ Presumably, how-
ever, this most recent trend is
mgrely a temporary one and most
railroad analysts are looking for
a renewal of the uptrend in traffic
in the fall months,

Aside from the less favorable®
traffic trend, the road has been

‘hit by outside influences that have

tended to inflate costs. One of
the most important influences has
been the weather, Flood condi-
tions in particular hit the com-
pany pretty hard. The manage-
ment estimates that the total cost
to ‘the road of these floods may
reach as high as $2,000,000, made
up of $500,000 property damage
and $1,500,000 loss of revenue
traffic. Under the circumstances
it must be recognized that July
earnings will probably compare
unfavorably  with a year ago.

Bellamy, Marsh
Named Direclors

F. Wilder Bellamy William P. Marsh, Jr. °

At a special meeting of direc~
tors of National Distillers Prod-
ucts Corp., F. Wilder Bellamy, se-
nior partner of Dominick & Dom-~
inick, and William P. Marsh, Jr.
were elected directors, Mr. Marsh. ,
is President of U. 8. Industrial
Chemicals . Co. Division of Na=-
tional Distillers.

Four Join Staff of
Prescolt & Company |

(Special to' THE FINANCIAL CHRONICLE)

CLEVELAND, Ohio—James N.
Black, Ray M. O’Connor, Freder~
ick C. Scadding, Jr.,, and John.
W. Walsh, Jr., have joined the-
staff of Prescott & Co., National
City Bank Building, members of :
the New York and Midwest Stock
Exchanges. = All  were . formerly
with Otis & Co,

Mr, O’Connor will be in charge °
of the firm’s new office in the
Huntington Bank Building, Co=
lumbus.

.

N. Y. Security Dealers
26th Annual Dinner

The New York Security Dealers
Association will hold their 26th
annual dinner on Friday Nov. 16
at the Waldorf Astoria Hotel. :

Specialists in

RAILROAD
SECURITIES

Selected Situations at all Times

BHPini v G

InCcoO kavtee

25 Broad Street  New York 4, N. Y.
Telecphone BOwling Green 9-6400
Members Nat’l Assn, Securities Dealers, Inc.
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Prospectus upon request from
- your investment dealer, or from

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

s Fo foad “prospectys from
your investment dealer
or
PHILADELPHIA 2, PA.

NATURAL
RESOURCES FUND, INC.

- Prospectus on request

FRANK L. VALENTA & CO0., INC,
52 Wall Street, New York 5, N. Y.

Teletype
N Y 1-3125

Telephone
WHitehall 4-6120

®

Keystohe :

Cert;ficnkes of Purticipadon in

INVESTMENT FUNDS

;nvest;ng th(z;r capitul in’

BONDS
(Series B1-B2-B3.B4)

PREFERRED STOCKS®
(Series K1-K2)

COMMON STOCKS
(Series $1-52-85-54)

The Keystone Company
50 Congress Street, Boston 9, Mass.

Please send me prospectuses describing
your Organization and the shares of your
ten Funds.

Name

Continued from first page

The Commercial and Financial Chronicle ;. . Thursday, August 16, 1951

Utilities Continue as Mutual Funds’ Favdrite;

three months of the year. Of spe-
cial note was the switch in senti-
ment toward the rail and steel
stocks which previously had been
among the most popular issues,
Also in pronounced disfavor were
the auto and auto parts companies
and the amusements,

Cash Decreased

Approximately half of the funds
covered in this survey decreased
their balances of net cash and gov-
ernments. This is in marked con-
trast to the previous period when
only 13, or 21%, of the companies
drew down on their liquid re-
serves. But. such cash was not
necessarily employed to increase
purchases of common stocks. For
example, several companies, no-
tably American Business Shares,
Boston Fund, Capital Administra-
tion and Tri-Continental, added
sizable amounts of better-grade
senior issues to their portfolios.
Lehman Corporation, as also noted
in our survey a year ago, draws
down on its cash realized from
capital gains at this time to pay
its fiscal year-end dividend. Thus,
despite the number of companies
lessening  their cash, the total
funds using this cash to buy
common  stocks on balance ' was
slightly less than during the previ-
ous quarter. Those companies that
did purchase the junior equities on
balance,however, generally bought
in heavier volume than during
the March period. Over-all pur-
chase transactions exceeded sales
by < 35%, contrasted with 15%
earlier in the year.

Inflation Taken Into Account

Reference to several reports of
investment company management
serve to reiterate the quite gen-
eral belief in a continuing /infla-
tionary trend fed by the fuel of
a war economy now gradually
reaching its anticipated strength.
Thus, with a brief survey of the
economic scene during the first
half of the current year, Francis
Randolph, Chairman of the Boards
of Broad Street Investing Corp.,
National Investors, and Whitehall
Fund, ends on a note of inflation
in his board’s semi-annual report
to stockholders: “In the report to
shareholders for the first quarter
of 1951, it was pointed out that
‘adjustments may take place in
certain lines, but underlying the
nation’s economy at present is the
dominant force of the  capital
goods boom generated by the re-
armament program.’ During the
second quarter adjustments in the
form of unsettlement in  retail

trade, excessive ‘inventories and
price cutting have become increas-
ingly apparent. Late in the quar-

ter, the prospect of a truce in
Korea and threatening develop-
ments in Iran cast shadows of
confusion over the outlook for
business and the stock market.

“Admittedly, there are many
uncertainties in the present eco-
nomic and international situation.
It is believed, however, that while
it will take some further time for
business irregularities to be ad-
justed, the basic forces at work
in- the economy of the country
are fundamentally inflationary in
nature, so that the most likely
prospect for the balance of 1951
is for a continued high level of
over-all business activity as the
rearmament program ‘gains
strength.”

A similar theme. appears in the
current periodic report made by
Edmund Brown, Jr., Preddent of
Fundamental Investors: “There is
every indication that the govern-
ment is committed to a long-
term defense program and heavy
spending, regardless of the nego-

‘tiations in the Far East. This sug-

gests a high rate of production in
heavy industry and high personal
incomes for the foreseeable future,
Expenditures for armament feed
cash into the economy without
creating an equivalent supply of
civilian goods. Thus military
spending tends to be. inflationary
by generating competition and
hence higher prices for the avail-
able civilian goods.”

And on July 16 from Philadel-
phia, W. Linton Nelson, President
of the Delaware Fund, reported to -
his shareholders: “In anticipation
of the effects of rearmament on
business, employment, and earn-
ings, and ultimate prices, your
management decided at the time
of the onslaught on southern Ko-
rea to change the Fund’s invest-
ment policy to one of full invest-
ment in common stocks and con-
vertible prior securities.: We be-
lieved then that such a policy
would earn us the greatest income
and. give us the best chance of
future capital profits, This policy
has been adhered to ever since.
It will be continued until we see
more evidence than we have to
date that our national will to
rearm has been changed.”

Others took a more conserva-
tive attitude. For example, the
trustees of the New England Fund
reported to their shareholders on
July 30: “During the first half of
1951 a considerably larger portion
of the Fund’s assets has been in-
vested in cash and the more stable
type of securities. . .. This fairly
sizable defensive position reflects
your Trustees’ ' judgment that
many current uncertainties call
for an added degree of stability.
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The more conservative securities
can be . converted readily into
common stock holdings if -and
when such action appears to be in
the best interest of shareholders.”
Oils, steel issues and Chrysler
were sold during the current quar-
ter and the proceeds partly rein-
vested in Southern operating pub-
lic utilities. )

In like manner Emerson Axe,
President of Republic Investors
Funds as well as the two Axe-
Houghton Funds, ‘explains to
stockholders that while a con-
servative position had been built
up during the first half of the
year, a more venturesome policy
is now possible: “The management
of your Fund has pursued a cau-
tious policy over recent months
because of the cross-currents that
have developed. In particular it
has believed that a change in the
international situation might mod-
ify substantially the outlook for
different industries and securities
The management believes . how-
ever that these uncertainties are
now diminishing. and that during
the next two quarters of 1951
funds can be invested advan-
tageously.” = The percentage of
Republic’s assets in  common
stocks and the more volatile pre-
ferred equities and bonds had

been steadily reduced sinceA‘the
first of the year in the following’
manner: i 1

‘December 30, 1950__ 68.3% """
March 31, 1951 62.6%" "’
June 29, 1951 564%

New Portfolio Additions
Newcomers to portfolios during
the current period included the
following less familiar issues:
Buckeye Pipe Line acquired by
the two Axe-Houghton funds;
Kendall Company by Axe-Hough-
ton Fund “B”; Todd Shipyards
Corporation by Commonwealth
Investment; West Virginia Coal
and Coke by Nation-Wide Securi-
ties; . Diamond . Alkali- added by
Wellington Fund; Calvan Consoli- -
dated Oil and Gas, Ltd., and Na-
tional Tea by the Bowling Green :
Fund; Guantanamo Sugar by Re-
public Investors Fund; and Buf-
falo Electro-Chemical purchased
by Lehman Corporation through
the Alien Property Office. ;
.The favorite utility issue with

trust managements during the pe-
riod was the premier blue chip,
the .American Telephone and Tele- -
graph Company. Seven funds
acquired a total of 30,000 shares,
four making initial commitments, :

Liquidation ' of 400 ' shares ap- "
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New Ratings Reporits on

17 Utilities
15 Electrical Equipment,
Radig and. Television

4
31
45

portunities Still Available in

The Value Line Investment Survey il

New Analyses Throw Into Sharp Perspective the Op-
spite-the Fact that Most Stocks Are Adequately Valued
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Chemical, Drug, Liguor
Motion Picture and Insurance
Food Stecks

Undervalued Stocks De-

" General EL

Secémd quarter reports now . being released vividly
reveal the hichly variant effects that taxes, . price

"“'controls and volume are having on the earnings, and the

ftgtuf'e dividend-paying ability’ of your stocks. Even
within the same industrial group, the effects vary widely.

That is why every investor should see the 48-56 page
editions of Value Line Ratings and Reports that will be
issued during the next four weeks. They will bring you
specific estimates of earnings, dividends, and 1951 nor-
mal price expectancies of some 170 stocks in the Util-
ity, Electrical Equipment, Radio and Television, Chemi-
cal, Drug, Liquor, Motion Picture and Insurance and
Food Industries. You would see the effects of inflation,
price control, war orders and higher taxes on earnings,
dividends and probable future prices of each stock. You
would see from the Value Line Ratings which stocks are
already too high and which still offer good value.

Among the major stocks covered in these issues in
the next four weeks are: :

American G. & E, Abbott Labs.
American Tel. & Tel. Bristol-Myers
Commonwealth Edison Lchn & Fink
Detroit Edison Mead Johnson
Western Union Parke, Davis
Cleveland El. Rexall Drugs
Cutler-Hammer Sterling Drug
American Cyanamid
Dow Chemical
du Pont
Eastman Kodak
Monsanto Chem.
Schenley

Hiram Walker
Armour

Borden

Cudahy
General Foods
General Mills
National Dairy
Standard Brands
Swift & Co.
United Fruit
Canada Dry
Coca-Cola
Pepsi-Cola
Cclumbia
Loew’s
Paramount
Technicolor
Warner Bros.
Time, Inc,

$3.00 INTRODUCTORY- OFFER

(New subscribers only) includes 4 weekly editions of -
Ratings and Reports—-covering 177 stocks in 14 indus:
tries. It includes also a Special Situations Recommenda-
tion, Supervised Account Report, 2 Fortnightly Letters
and 4 Weekly Supplements. (Annual subscription $95.)

Plus the 48-page edition on Electrical Equipment, Radio and
Utility Stacks and the Commentary on New 1951 Taxes

; Send $5 to Dept. CF-5
VALUE LINE Investment Survey -

Value Line Survey Building, 5 East 44th St, N. Y. 17, N. Y.
’ ARNOLD BERNHARD & COV., INC.

Maytag
Philco

Radio Corp.
Servel

Singer
Sylvania El.
Westinghouse
Zenith Radio
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- peared in a single portfolio. Tele-
- phone had been one of the fa-
vorite issues in the first quarter
of the year, but only four trusts
made purchases. Ohio Edison was
also one of the best liked utilities
during’ the period -under review,
although acquisition of some of
this stock was stimulated by the
exercise of rights.  Additions were
made to eight portfolios, one rep-
resenting a new holding. There
were no,; sales. General Public
Utilities was also given top bill-
ing, although in this instance also
many.of the purchases were made
by present stockholders through
the exercise of rights. Seven
trusts acquired a total of 11,134
shares. Four funds bought 65,400
shares of Public Service of In-
diana. A block of 1,200 shares
constituted the only sale. Vir-
ginia Electric and Power was an-
other - issue - the - popularity . of
which ‘was stimulated by distri-
bution of rights. = Seven :of the
nine purchases of this issue were
made in entirety by the- exercise

.0f ‘these rights; there -were - no

sales. 'Another issue to be well
bought, while at the same time
aided -through distribution. - of
rights, 'was Public “Service. of
Colorado, 12,790 shares of which
were added to five portfolios; one
sale totaled 16,700 shares. Seven
additions of the stock of Florida
Power and Light were in part the
result of a-distribution made ‘by
Electric Bond and Share. Acqui-
sitions amounting to 10,576 shares
had no offsetting sales. A number
of power: and  light issues were
each added to three portfolios,
These were Atlantic City Electric,
Gulf States Utilities, Kansas
Power and Light, Long Island
Lighting, Minnesota Power and
Light, New England Electric Sys-
tem, New England Telephone and

‘Telegraph and South - Carolina

Electric and Gas,

Utility Transactions
.Southern Company was the most
heavily sold utility stock during
the ' second quarter of the year.

Seven managements disposed of a
total of 88,400 shares, five of

|

which completely eliminated the
issue from their portfolios. Four
additions to holdings amounted to
28,000 shares. Iowa-Illinois Gas
and Electric. was the only . other
power” company in which sellers

predominated. Three trusts sold-

8,300 shares, two ‘completely re-
moving the stock from their- in-
vestment. ‘- lists.” One ' purchase
equaled 3,000 shares. Opinion was
divided on Middle South Utilities,
which was the top favorite during
the first three months of the year.
Currently there were two trans-
actions on each side of the mar-
ket. Sentiment was also mixed
on North  American, -although in
total volume, sales were four times
purchases. |
Aluminium, Ltd., was one of the
top favorites in the non-ferrous
metal group as during the pre-
vious quarter. The four purchases
of 5,400 “shares -made 'currently,
however, did not match the six
additions = totaling  ‘almost 22,000
shares of -the earlier period.
Kennecott was also well liked

during the three months under

review,
ghares. -One portfolio elimina-
tion ‘equalled 1,100 shares. - An-
other popular issue was Pitts-
burgh Consolidation' Coal, four
companies making purchases to-
taling 8,900 shares, two of -which
represented initial commitments.
One block of 3,800 shares was sold.
American. Smelting was a fourth
non-ferrous metal issue. to be
pought by four managements dur-
ing the period; there were two
offsetting sales, All -three pur-
chases of Cerro de Pasco were
newcomers -to - their respective
portfolios.. - Additions equalled
10,700 against a single sale of an
Inconsequential block of 50 shares.
Also finding favor with three
managements each were Consoli-
dated. Mining and : Smelting of
Canada and St. Joseph Lead. 5,700
shares .of the former and 4,175 of
the "latter were added to port-
folios.. Two . small purchases of
American Metal totaled. 800

. shares. ; !
Concentrated selling was " ap=|

Continued on page 21

Balance Between Cash and Invesiments of 61 Investment Companies

Open-End Balanced Funds:
American Business Shares
Axe-Houghton Fund “A”
Axe-Houghton “B”
Boston Fund -
Commonwealth Investment

17Dreyfus Fund

Eaton & Howard Balanced Fund
Fully Administered Fund—Group Secur.

General Investors Trust
Investors Mutual
Johnston Mutual Fund
fMutual Fund of Boston
National Securities—Income

. tNation Wide Securities
George Putnam Fund :
Scudder-Stevens & Clark..

- Shareholders Trust of Boston
Wellington Fund
Whitehall Fund

. Wisconsin Investment Co

Open-End Stock Funds:

Affiliated Fund
Bowling Green Fund:..:
Blue Ridge Mutual Fund
Broad Street Investing.:
Bullock "Fund ]
Delaware Fund
Dividend Shares
Eaton & Howard Stock
Fidelity Fund i

i

Fundamental Investors
General Capital Corp

Group Securities—Common Stock Fund

Incorporated Investors

(mm e m—

End of Quarterly Periods, March and June, 1951

Net Cash & Gov'is.
Thous, of Dollars

End of:
March
15,486
3,308
1,567
9,039
4,017
121
4,978
2,371
442
6,689

222

109

709

2,902
6,319
-‘-

402
35,625
..188

583

3,830
200
2,127
1,710
238
11,982
930
3,544
69
3,829
3111
7
7,140

June
10,589
4,712
974
5,648
3,047
159
4,766
2,918
460
5,898

Institutional Shs.-Stock & Bond Group

Investment Co. of America
Investors Management Fund
. Knickerbocker Fund :
Loomis-Sayles  Mutual Fund
Loomis-Sayles Second Fund

Massachusetts Investors Trust

Massachusetts Investors 2nd Fund____

Mutual Investment Fund

National Investors

New England Fund

Republic Investors

Selected American Shares

Sovereign Investoss

State Street Investment Corp

Wall Street Investing Corp
Closed-End Companies:

Adams Express

American European Securities

. American International
Blue Ridge Corp

Capital Administration
General American Investors
General Public Service
Lehman Corporation
National Shares Corp.-
Tri-Continental Corp

§U. S. and Foreign Securities

U. S. and International Securities

Net Cash & Gov'ts
Per Cent
End of:
March June

42.7. 29.9
29.1

March
7.8
6.4

20.2

25.2

16.0

24.8

27.2

10.2
44

31.7

14.9

333

16.5
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Invest. Bonds &

Preferred Stocks
Per Cent*
End of

29.6 ..

Com, Stks, Plus Lower
Grade Bonds & Pfds,
Per Cent
-End of.
March

495
72.3

114
60.7
70.8
56.1
65.4
483
76.9
65.7
62.3
60.4
80.3
53.0¢
68.4

1
71.2
61.0
45.8
783

96.6
68.3
85.0
84.1
93.2
85.4
88.0

June
23.3.
12.5
23.7
33.1
18.3
15.1
29.4

9.8

28
30.3
13.6
37.0

June

58.4
71.2
58.5
72.5
61.8
63.7
39.7
77.0
67.5
64.2
57.5
77.9
50.5
67.6
55.0
72.2
62.8
48.2
79.7

96.1
65.9
80.5
86.5 -
81.9°
97.1
815
88.0
81.2
37.3
95.1
86.8
93.8
93.4
62.5
80.5
96.2
53.4
51.4
54.3
98.0
97.0
47.0.
97.3
60.3
56.4
89.6
905
8.6
80.6

94.4
78.5

92.5
81.6
91.9

L3
81.0
79.9
88.5
90.0
65.1
83.5
944
88.7

80.3
89.9
76.1
82.1
78.2
90.4
85.8
79.3
83.1
94.1
88.9

#*Investment bonds and preferred

stocks: Moody’s Aaa through

Ba for Bonds; Fitch’s AAA through BE and approximate equiva-

lents for preferreds. No interim reports issued to stockholders on
this date. {March figures vevised. §Portfolio exclusive of securities
in subsidiary or associated companies, Name changed from Russell

Berg Fund. **See Blue Ridge Mutual Fund the assets of which
include those of Blue Ridge Corp.-and Central States Electric Corp.
tiName changed from  Nesbett Fund.

Open-End Companies:
Balanced Funds
Stock Funds

SUMMARY

Change in Cash Positions of 60 Investment Companies

Plus

Minus Unchanged = Totals
12 3 20

v 5
9. 2

28

27
13

10 , 60

four trusts adding 12,300 :

For Prospectus
‘e Write Your
Investment Dealer

DELAWARE FUND
DISTRIBUTORS, INC. ;

46.8

NATION-WIDE

SECURITIES COMPANY, INC

Prospectus. from your
- investment dealer or

 CALVIN BULLOCK
Established 1894 - -
One Wall Street New York,

o .%e ‘.gemcye.
PUTNAM

FUND
0/%0&{072‘ :

4
Prospectus upon request ,

PutNAM Funp DisTRIBUTORS, INC.
* 50 State Street, Boston
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Prospectus on request from

your investment dealer or

TELEVISION SHARES
MANAGEMENT CO.
135 S. La Salle Street

_ Chicago 3, Illinois

gitized for FRASER
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Corrected Notice

11th Quarterly Dividend

The Directors have declared

adividend of 15 cents a share,

from net investment income,

payahle August 28, 1951, to

shareholders of record
August 16, 1951, o

Chester D, Tripp

President
135 $.LaSalle Street, Chicago 3, lllinols

, zIICOMPGSlTEI
o

Prospectuses May Be Obtained From
Your Investment Dealer or From

MurPHEY FAVRE|NC.

" “INVESTMENT BONDS & STOCKS

SPOKANE AND EASTERN BUILDING g
SPOKANE  esvasuisump sses WASH

Fund

for the Diversification,
X Supervision
R and
Safe-keeping of
Investments

For Prospectus,describingthe Fund
and its shares, phone or call at our
office. or send the attached coupon.

, e ¥ = MAIL THE COUPON TODAY | = me m= oy

KNICKERBOCKER SHARES, INC.
Dept. C
20 Exchange Place, New York 5, N Y.

1
1
1
1
Send me, without obligation, Prospectus 1
for Knickerbocker Fund. ]
1
1
1
1
1

Name
Address.
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INC,

An Open-End Inivestment
Company

' Pro:peclu} maybeobtained from
your authorized dealer or 4 %
HUDSON DISTRIBUTORS
Inc. .
Principal Underwriter
‘1355, La SalleSt. 115 Broadway ~

Chicago 3, Illinois New York 6,N. Y. % -

Financial 6-3223 ~ REctor 2-8356 %
Teletype: CG 1141 TI'¢pe:NY1- ”47 2
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Changes in Common Stock Holdings of 43 Investment Management Groups'
(March 31-June 29, 1951)

Transaétions in which buyers exceed sellers—or sellers exceed buyers—by two or more management groups. Issues which
more managements sold than bought are in italics. Numerals in parentheses indicate number of managements making entlrely
new purchases or completely eliminating the stock from their portfolio.

—Bought—
No.of  No.of

Trusts ~Shares

Agricultural Equipment:

4(1)
7(2)
1(1)

28,200
6,000

8,800 °

J. L. Case
Deere and Co
Caterpillar Tractor

Auto and Auto Parts:

2(1) 1,900
3 3,000
5(1) 12,200
2 600
4(2) 31,200
None  None
2 4,900

Aviation:
2(1) 2,500
1 1,500

2 2.900
1 800

Beverages:
2(1) 1,200
4(2) 17,200
None  None

Libby-Owens-Ford Glass
Studebaker Corp. v cecee-
Thompson Products

Borg Warner

Chrysler 3
Doehler-Jarvis Corp. ce---- oo
General Motors

Grumman Aircraft
American Airlines
Douglas Aircraft1
Lockheed Aircraft

Distillers Corp.-Seagrams
National Distillers
Canada Drif il icamini snsigs

Building Construction and Equlpment

2 800
3(2) 7,966
4(2) 10,800
2(1) 1,000
None  None
None = None
None  None
1 100
None  None
None None

Chemicals:
4(3) 9,700
2

600
4(1) 12,205
4(1) 2,100
2 2,900
3(1) 8900
1 12,500
2(2) 10,500

Glidden
Minneapolis-Honeywell
National Lead

Sherwin - Williams

Detroit Steel Products
Flintkote

Pittsburgh Plate Glass
United States Gypsum
United States Pipe & Foundry
Weyerhaeuser Timber Co.

Allied Chemical and Dye
Columbian Carbon .
Dow Chemical .

Koppers Company
Mathieson Chemical

Contairers and Glass:

13,000
3,800
4,600

2(1)
2(2)

Continental Can
Corning Glass Works
Emhart Manufacturing

. Drug Products:

3(3) 10,400
3 3,450
3(2) 13,000
1 1,000

Bristol-Meyersg
McKesson and- Robbins 2
. Sterling Drug
Merck and Co

Electrical Equipment:

2(1)
4(2)
10(5)
6(3)
10(4)
4(1)

26,700
10,400
56,100 -
29,400
19,810
4,500

Dumont

Motorola

Radio Corp. of America
Sylvania Electric Products____
Westinghouse Electric

‘Zenith Radio

Financial, Banking and Insurance:

2(1)
2(1)
3(1)
2(1)
3(1)
3(7)
None

3,300
10,000
4,100
1,500
40,800
67,887
None

Chase National Bank

Chemical Bank & Trust
Commercial Credit
Fidelity-Phenix Fire Insurance
Irving JTrust o i o oionealt suas D
National City Bank:of N, Y.3__
Commercial Nat. Bank & Trust4

Food Products:

3(2) 24700
2(2) 3,000
3(2) 3,600
2 2,500
2(1) 3,700
3(1) 7,000

General Foods
General Mills
National Dairy Products
Swift and Co
United Fruit

Machinery and Industrial Equipment:

4(2)
3(1)

7,100
1,400

600 -

4,100
2,800

360

None

A e s

Link Belt

‘- National Acme

National Supply

- Sundstrand Machine: Tool

Allis Chalmers
Dresser Industries

- Halliburten Oil Well Cementing

11,100

—So0ld——
No.of = No.of
Shares

None
5(3)
3(2)

None
None
3
4(1)
9(5)
3 =

7(2)

None
3(1)
4
3(1)

None
2(2)
" 2(1)

None
1 3
2

None
5
2(1)
2(1)
5(3)
3(2)
4(1)

5,200

Trusts

—Bought—

No. of

4(1)
2
4
3(3)
2(1)
3

4
4(2)
3

2

3(2)

100
.. Paper and Printing:

3
3(3)

4(2)
2
2.
3(1)
8(1)
4
2(1)
None
1(1)
2(1)
1

oLivia
3(1)

14(1)
3(1)

2(1)
2(1)

None
None

9(2)
7(4)
23(3)
2(1)-
-2(1)
2(1)
.2(2)
3(1)
(1(2)
6
3(2)
‘3
3(1)
3
2
3
2
3(3)
'8
8(1)
2
5.
4(1)
23(1)
e
2(1)
9
4(2)
1(1)
4

2,
1
None

3(1)
2(1)
4(3)
“2(1)
7 -
“ Nome
2 '
None

2(1)

No. of

Trusts Shares
Metals and Mining;

6,400
800
1,000

10,700
11,900

5,700

12,300
8,900
4175
3,700

28,000
5,000

3,700

18,200

Petroleum:

29,100
800
8,000
3,700
8,900
11,100
11,000
None
500
1,100
1,000
3,500
2,700

Natural Gas:

36,589
1,400
11,100
2,000
10,000
14,600
None
None

37,106
30,600
26,000
8,000
3,800
1,500
6,000
3,600
10,576
11,134
27,700
14,800
35,600
3,500
6,200
7,400
4,400
5,450

3,000

14,750
4,000

12,790

65,400
48,000
10,750
1,000
23,600
5,350
3,000
28,000

8,400
1,000
None

Railroads: -

4,300
6,000
26,500
1,700
2,800
None
1,500
Nomne
- 8,400

Aluminium, Ltd.

American Metal, Ltd

American Smelting & Refining

Cerro de Pasco Copper

Climax Molybdenum

Consolidated Mining & Smelting
of Canada -

Kennecott Copper

Pittsburgh Consolidation Coal--

St. Joseph Lead

International Nickel

Office Equipment

Remington Rand
National Cash Register.

Crown Zellerbach Corp
McGraw Hill Pubiishing Co

American Republics Corp
Seaboard Oil (Del.)____..__.___
Signal Oil and Gas “A”

Skelly 0il

Socony Vacuum

Standard Oil of California.
Texas Gulf Producing

Louisiana Land and Exploration
Mzsszon Deuelopment Co

Sheuf 0il

- American Natural' Gas 6

Oklahoma Natural Gas

- Panhandle Eastern Pipe Line___

Shamrock Oil and Gas

Texas Eastern Transmission..__
United Gas Corp."

Lo_ne_ Spar Gas

Public Utilities:

American Gas & Electric5
American Telephone & Teleg.. .
Atlantic City Electric

Brooklyn Union Gas

Cleveland Electric Illuminating .

Commonwealth Edison
Eastern Gas & Fuel
Florida Power Corp
Florida Power & Light38

General Public Utilities 9
Gulf - States Utilities

Kansas Power and Light

Long Island Lighting
Minnesota Power & Light
Montana Power Co

New England Electric System_ .

‘New England Gas & Elec. Assoc.

New England Tel. and Tel. Co,
Niagara Mohawk Power Corp...
Ohio Edison 7

‘Oklahoma Gas and Electric....

Public Service of Coloradol0_
Public Service of Indiana
South Carolina Electric & Gas--
Texas Utilities Co

Utah Power and Light
Virginia Electric & Power 11_
Wisconsin Electric Power
Iowa-Illinois Gas & Electric_..
Southern Company

Radio and Amusement:

Paramount Pictures Corp
Twentieth Century-Fox Film.___
United Paramount Theatres____

Atchison, Topeka & Santa Fe
Canadian Pacific

Chicago, Milw,. St. Paul & Pac.
Great Northern Preferred
Norfolk and Western

Southern Railway

. Thursday, August 16, 1951,

—S0ld—

No. of

Shares

None
None
None
None

None
None
2,500
None
None
None
None
None
None
None
None
None
16,700
1,200
None
None
None
“None
10,800
8,300
88,400

"None

44,100
36,400

500
None
None

3,800

7,500
400
11,100

No. of
Trusts

None
None
2

1 :
None
None
1(1)..

1

1(1),
6(3)

Lot
3(1)

None
None

1
None
None
1(1)
4(1)
1

: None

5(1)
9(5)
4(1)
3(1)
4(2)
6

2(2)
None
None
None
None
1

2(2)
2(1)

None
3§

None
None
None

,None

None
None
None

None
None
1(1)

None
None
None
None
None

‘None

None
None
None
1

1
None
None
None
None
1
3(2)
7(5):

None
3(2)
4(2)
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—Bought—

No. of
Trusts

No. of
Shares

No. of
Shares

Railroad Equipment:

4

None

4,600 General American Transporta-

None

. Retail Trade:

5(1)
2
4(2)
3(2)
2
4(1)
2
3(2)
2(1)

8,400
3,500
18,500
7,100
2,000
9,200

- 18,900
51,300
15,000

Green (H. L.) Co

Macy

Safeway Stores

Western Auto Supply
Woolworth '
Federated Department Stores 12

53,900
None
6,000
3,340

Steels:

2

2
6(1)
1
2(1)
None

1,836.4
2,100
28,500
500
19,000
None

Crucible Steel 13
Inland Steel
Bethlehem Steel
Jones & Laughlin
National Steel
Wheeling Steel

38,400

Textiles:

2
2

6(3)
None

Tobaccos:

3(1)
3

525
1,150
17,200
None

Industrial Rayon
Pacific  Mills

J. P, Stevens & Co.
Cone Mills

Liggett and Myers
Reynolds  Tobacco

3,000
22,900

Miscellaneous:;

2(1)

12,100 Newport News Shipbuilding &

Drydock None

éUMMARY

—Sold——

No. of
Trusts

None
2(1)

2
None

¢ 4
1(1)
None
2(2)
None
1(1)
4

None
None

10(2)
4
5(3)
3

None

‘Continued j’rt)m page 19"
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Utilities Continue as Mutual Funds’ Favoriles.

parent in only one issue of the
non-ferrous group, Six trusts
disposed ‘of a total of 7,000 shares
of International Nickel, three of
which completely eliminated this
stock from their portfolios. Two
purchases equalled 3,700 shares.
Opinion was divided on Reynolds
Metals which had been the second
most popular issue in the first
quarter of the year; three pur-
chases. of 2,100 shares contrasted
with two sales totaling 2,600
shares, Sentiment was also fairly
well mixed on Phelps Dodge,
three sales offsetting two pur-
chases,

Socony Vacuum, one of the less
popular issues during the first
three months of the year, was
currently the best bought stock in

 the petroleum group. Eight

managements added 8,900 shares
to holdings, one making an initial
purchase. - Half -as many trusts
sold Socony, although volume .of
stock liquidated was sizable.
American Republics and’ Standard
Oil of California were the two
next popular issues, four funds
making purchases of each, 29,100
shares of the former and 11,100
shares of the latter oil company
were added to portfolios. A single
offsetting sale was registered in
both issues. 3,700 shares of
Skelly were bought by three com-
panies, one making an initial
" commitment. Another trust com-
pletely eliminated 2,000 shares
from its investment list. Signal
Qil and Gas “A” and Seaboard

Balance Purchases and Sales- Portfolio Securities 60 Investment

; Open-End Companies:

Companies
‘Bought

3

Balanced Funds Qi 7

Stock

Funds 6 12

‘Closed-End Companies .. eV 7

Totals—All Companies__

R TOU W N

12

22 26

"FOOTNOTES

After 2-for-1 split-up.

After 109 stock dividend. ' |

Part through rights. Basis: 1 share for each 4 held.
Sutrendered upon merger with Bankers Trust,

15,940 shares purchased through rights. Basis: 1 new for 15 held.
26,197 shares purchased through rights. Basis: 1 new share for 10 held.
Purchased in part through rights. Basis: 1 for 10 held.
1,276 shares received as dividend from Electric Bond and Share. Basis

2.2 Florida Power for each;100 Bond and Share.

Purchased in large part through rights.
9,490 shares acquired through exercise of rights,
22,540 shares bought through rights. Basis: 1 for 10 original shares.
Excludes shares received as 20% stock dividend.
Part received as 2% stock dividend.

NOTE--This ‘table covers €1 investment

h

but pur

Sold . - Matched Totals

20
27
13

60

es or sales

of trusts sponsored by one management group are treated as a wunit. For
example, the several trusts sponsored by Calvin Bullock are considered as
having the weight of one manager. Individual portfolio changes of the two
Loomis-Sayles. funds are not surveyed, but those of Overseas Securities

(which

deces not appear in the companion table) are included.

Oil of Delaware were also each
liked by two managements. Pur-
chases of the former totaled 8,000
shares and of -the latter one-tenth
as much.

Texas Corp. Sold

After giving effect to the 2-for-1
split in its outstanding shares,
Texas Corp. proved to be the
least popular among the oil issues.
Six funds disposed of a ‘total of
44,300 of the new shares. Three
offsetting purchases were made in
comparatively light volume. This
performance of Texas was paral-
leled in ‘the  preceding quarter
when it was also sold by eight
funds. - Five trusts eliminated
12,350 shares of Mission Develop-
ment Co. which had been received
in the first three months of the
year ‘as a distribution from Mis-
sion Corp. . Another management
made an initial purchase of 500
shares. Louisiana Land and Ex-
ploration was also liquidated by
five trusts. Sales totaled 25,500
shares while there were no off-
setting purchases, Four manage-
ments each disposed of Ohio and
Shell Oil; two completely elimi-
nating the latter issue and one the

HOWTO
SELL
ORE

MUTUAL
FUNDS

1.

Unique sales
«cific needs.

2.
3.
4

ACT NOW!

Get full information tfoday
about our special Dealer’s
Service—the program .o( top
promotional ideas devised to
bring new prospects to your
door . . . designed {o turn
inquiries into interest and
prospects into customers . ..
it’s » salesmaker ., , . de-
signed to CLINCH sales.

=10

Opportunities For
Greater Sales — Greater Profits

You can now secure the most comprehensive service
ever devised to promote public interest in the investment
company idea . .. planned to help you develop new pros-
pects and convert their interest into profitable sales,

SAVES YOU TIME AND MONEY . ,,
Our seryice will save you and your salesmen valuable

time and money now spent in attempts to create what we
have already perfected for your use.

THIS SERVIGE OFFERS YOU . , .,

promotional campaigns geared to your spe.

Continuous research and information on Mutual Funds,
Direct mail letters for your individual use.

Monthly Letter and other special studies

keep you on top of all fund developments.

The necessary. sales tools and aids

—to help you exploit the opportunities involved.

ARTHUR WIESENBERGER & COMPANY

Members: N. Y. Btock Exchange

61 BROADWAY e

N. Y. Curb Exchange
NEW YORK 6, N. Y.

former, Sales of Shell equalled
9,100 shares and of Ohio Oil, 27,-
000 shares. After giving effect to
the stock split-up, opinion was
fairly well divided on Standard
Oil of New Jersey. One complete
portfolio elimination ang five de-
creases were offset by five addi-
tions to holdings. Total volume
on either side of the market was
almost evenly balanced. Senti-
ment was likewise divided on
Continental Oil after giving effect
to the 100% stock dividend, three
purchases offsetting four sales.
Similarly indecisive were trans-
actions in Gulf Oil, Sinclair Qil
(which was top favorite in the
March quarter), Creole Petroleum
and Phillips Petroleum.

Electrical Equipments Popular

Continuing ' their' popularity of
the preceding quarterly period,
both Radio Corp. and Westing-
house Electric were well bought.
56,100 shares of the former issue
were added to 10 portfolios, half
of which represented initial com-
mitments. - Liquidation in the
holdings of three trusts equalled
10,000 shares. The same number
of purchases were made of the
Westinghouse stock, but total vol-
ume was lighter and there were
only four original additions.  Sell-
ing was more pronounced in the
latter issue, however, four trusts
disposing of 14,600 shares. Syl-
vania Electric Products was also
well liked, three portfolio addi-
tions and an equal number of ini-
tial commitments totaling 29,400
shares. - A single block of 1,400
shares was sold. Four -manage-
ments each purchased Motorola
and Zenith Radio, 10,400 shares of
the former and 4,500 of the latter
being added to trust holdings.

26,700 shares of Dumont were
bought by two funds, ene of which

made an initial purchase of this
issue. No concentrated selling
was apparent in this group. Opin-
ion continued divided on General
Electric as during the first three
months of the year. Transactions
in Philco were also mixed.
Switching to the buying side of
the chemicals from the less
friendly attitude displayed during
the early months of the year,
investment companies favored Al-
lied Chemical, Dow Chemical and
du Pont. Four funds added a total
of 9,700 shares of Allied, three
making initial purchases for port-
folios, One small block of 300
shares was sold. Of the four
additions to holdings of Dow,
which totaled 12,205 shares, only
one represented an original com=
mitment. ' 5,300 shares were liqui-
dated in two portfolios. The buy=
ing of du Pont was in lighter
volume, although the same num-
ber of trusts took stock into their
portfolios. Selling by one man-
agement of a block of 200 shares
was negligible.. Union Carbide,
which was the least popular issue
of the group in the first quarterly
period, currently found favor with
three managements. Purchases of
8,900 shares were offset by a
single sale of 900 shares. Three
funds also added a total of 2,900
shares of Monsanto Chemical to
their holdings. - There was no:
liquidation in this issue. The only.
pronounced selling among the
chemical stocks was in the shares
of Mathieson Chemical and vol-
ume was comparatively light,
Four companies disposed of a total
of 2,200 shares. Three funds also
sold 2,700 shares of Koppers Com-
pany. Opinion. was mixed on
Eastman Kodak,}three. purchases
offsetting two sales. This con-
trasted with the previous period,

Continued on page 22
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GEORGE D. B. BONBRIGHT AND Co.
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Utilities Conlinue as
Mutual Funds’ Favorites

however, when Kodak was one of
the less populayr issues.

The Merchandising Issues

Allied Stores was the favorite
among the merchandising  issues,
kolding well to its popularity of
the earlier part of the year. Five
managements added a total of
8,400 shares to portfolios while
two sales were 'in light volume.
Cimbel Brothers also duplicated
its acceptance by trusts during the
first quarterly period. Initial
coammitments by two funds and
additions to holdings made by two
others totaled 18,500 shares. A
block of 1,000 shares was disposed
of. Four companies purchased a
total of 9,200 shares of Safeway
Stores, although volume of shares
s0ld was much heavier, as two
managements completely elimi-
" nated 53,900 shares from their
portfolios, For the first time
since the March quarter of 1950,
marked buying interest appeared
i1 “Woolworth, = Three manage-
ments acquired a total of 51,300
shares, two of these making initial
commitments. One offsetting sale
equaled 6,000 shares, H. L. Green
Co. was also purchased by three
funds and two of these also repre-
sented new portfolio acquisitions.
Bond Stores, Macy and Western
Auto Supply were each added to
the holdings of two companies.
After” giving effect to the 20%
stock dividend, Federated Depart-
~ ament Store was the only issue in
which there was pronounced
selling although volume was very
Jight.” Two purchases totaled
15,000 shares.’ Transactions were
mixed and not numerous in both
Scars Roebuck  and Montgomery
Ward. Opinion was also divided
an Marshall Field, which had been
the most popular issue during the
previous quarter. :
Renewed Interest in Bank Stocks

Awakened interest in New
York bank stocks, while not
heavy, is certainly noteworthy.
Seven managements' acquired a
total of 67,887 shares of National
City Bank, three of these making

initial commitments. Portfolio
additions were aided by the exer-
cise ‘of rights. There were no
sales of this issue nor of any of
the other bank stocks in which
purchases were made. Irving
Trust was acquired by three funds,
additions “totaling 40,800 shares.
Two trusts also each purchased
3,300 shares of Chase National
Bank and 10,000 shares of the
Chemical Bank and Trust Co.

Among the finance companies,
moderate preference was shown
for Commercial Credit as three
companies added a total of 4,100
shares. One block of 3,000 shares
was sold. Opinion was mixed on
C.I.T. Financial, two funds buy-
ing 1,300 shares and another
eliminating a round lot of 100
shares. ‘Among insurance shares,
two managements acquired 1,500
shares of Fidelity-Phenix Fire.
Other acquisitions. were repre-
sented by purchases made by a
single company.

Buyers showed a decided pref-
erence for the food stocks, which
was a change from the lack of
enthusiasm displayed during the
early part of the year. Three
funds purchased 24,700 shares of
General Foods, two making initial
commitments.  There were no
sales of this stock nor of National
Dairy Products, another popular
issue.  Three purchases of the
latter stock totaled 3,600 shares
and two of these represented new
portfolio holdings. 7,000 shares of
Wilson & Co, were acquired by
three managements while two
added 2,500 shares of Swift. One
new portfolio commitment ~was
made of 5,000 shares of Armour.
General Mills' and United Fruit
were each bought by two trusts.
Opinion was mixed on National
Biscuit.

Drug issues were featured by
three initial commitments in Bris-
tol-Myers totaling 10,400 shares.
One block of 700 shares was sold.
Sterling Drug was also well liked,
three funds buying 13,000 shares,
two - of these making ~ original
portfolio purchases. After giving

The

¢
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effect to the 10% stock dividend,
3,750 shares of McKesson & Rob-
bins were added to the holdings
of three trusts.. Only issue in
which sellers predominated was
Merck & Co. as three funds dis-
posed of 1,900 shares. Opinion
was mixed on Parke Davis, Sharp
& Dohme, and Charles Pfizer
(after giving effect to the stock
split-up in the latter issue).

Popularity in the stock of both
American Natural Gas and United
Gas Corp. was stimulated through
the issuance to shareholders of
rights, Fourteen trusts acquired
stock in the former company and
six in the latter, Three manage-
ments added shares of Panhandle
Eastern Pipe Line and Oklahoma
Natural Gas. Other well-liked
gas issues were Texas Eastern
Transmission and Shamrock Oil
and Gas, each of which were pur-
chased by two funds. The same
number of trusts sold Lone Star
Gas and Mississippi River Fuel
Corp. Opinion was divided on
Peoples Gas Light and Coke.

Outstanding favorite among the
textile issues as during the pre-
ceding period was J. P. Stevens
Co. Three new purchases and a
like number. of portfolio addi-
tions totaled 17,200 shares. 'Two
funds disposed of 2,750 shares.
Also liked by two funds each, but
in comparatively light volume,
were Pacific Mills and Industrial
Rayon. Cone Mills was lightened
in two portfolios.

Crown Zellerbach was the only

‘paper company for which there

was shown preference, three man-
agements adding 3,700 shares to
portfolios. ~ Opinion was evenly
divided on Rayonier, Union Bag
and Paper and International
Paper. Among the publishing
companies, initial commitments of
three trusts were made in Mc-
Graw-Hill. //Purchases totaled
18,200 shares and there were no
sales.

Link Belt was the best liked
issue among the machinery stocks,
four funds purchasing 7,100
shares, two of which made intial
commitments, =~ National" Acme
was acquired by three companies
and Sundstrand Machine Tool and
National Supply were each added
to ‘the holdings of two  trusts.
Selling was concentrated-on Allis-
Chalmers, five managements dis-
posing of 11,300 shares. Also sold
on balance were Dresser Indus-
tries and Halliburton Oil Well Ce-
menting Co. Transactions were
indecisive in Joy Manufacturing
and Food Machinery and Chem-
ical Corp,

Liquors and Tobaccos Bought

Preference was shown for Na-
tional Distillers among the liquor
stocks, four funds purchasing a
total of 17,200 shares, two of which
represented new portfolio acqui=-

éitions. 3,200 shares were elimi-
nated from holdings of two other
.companies. Also liked during the
period was Distillers Corporation-
Seagrams, two trusts acquiring
1,200 shares, Light activity among
the tobaccos was featured by pur-
chases of Liggett and Myers and
Reynolds Tobacco. Three man-
agements bought 3,000 shares of
the former and a like number. of
companies purchased 22,900 shares
of the latter stock. = Continental
Can was liked by three funds, but
activity was negligible and evenly
divided in American Can. Em-
hart Manufacturing and Corning
Glass were each bought by two
companies.

Selling in the building stocks
was featured by liquidation in
United States Gypsum, five trusts
disposing of 5,500 shares, three of
which completely eliminated the
issue from their holdings. 11,100
shares of -Weyerhaeuser Timber
were also sold by four manage-
ments. There were no offsetting
purchases. U. S. Pipe and Foun-
dry was eliminated from two
other portfolios and decreased in
another. Sales totaled 6,000
shares. = Flintkote was sold in
fairly heavy volume by two com-
panies while Detroit Steel Prod-
ucts was lightened in the holdings
of the same number of trusts.
National Lead, Minneapolis-
Honeywell, Glidden and Sherwin-
Williams were -each liked by two
funds. Transactions were divided
iél Johns-Manville and Armstrong

ork.

The reversal in the recent atti-
tude toward the rail issues was
featured by sales of Great North-
ern. Five managements disposed
of 14,100 -shares, two making com-
plete portfolio eliminations, Santa
Fe, Canadian Pacific and Southern
vied for second place in liquida-
tion, four trusts disposing of each
of these issues!’ 3,800 shares of
Santa Fe, 7,500 of Canadian Pa-
cific and- 6,200 of Southern were
sold. - Three of the sales of the
last-named issue represented com-
plete portfolio eliminations. - Also
to find disfavor were Milwaukee,
and Chicago and North Western.
Six  purchases contrasted ~with
seven sales of Southern Pacific,
which had been the most popular
issue early in the year. Opinion
was evenly divided also on Rock
Island which had been second
favorite during the first quarter.
Northern Pacific was still liked
by  management, however, four
trusts purchasing a total of 26,500
shares, three making initial com-
mitments. Of course, recent oil
discoveries have given a special
flavor to this rail. = Also liked
by purchasers were Chesapeake &
Ohio and Louisville and Nash-
ville.

Bethlehem Steel was the least
popular issue among the steels,
the other group to find a marked

shift in"sentiment’among invést-
ment managers from the buying
to the selling side of the market.
38,400 shares of this issue were
sold by 10 trusts, two of which
eliminated . the stock from:their
holdings, Six purchases totaled
28,500 shares. Half as many funds
sold 8,300 shares of National Steel,
three completely disposing of their
holdings. 40,800 shares of Jones &
Laughlin were liquidated by four
companies while three, trusts
lightened 3,400 shares of Wheeling
Steel. Two. buyers. liked Inland
Steel, but purchases were mot in
heavy volume. Opinion. was
fairly well divided on * United
States Steel and Republic, both of
which had been well bought in
the earlier part of the year.
Enthusiasm was. still lacking for
the auto issues. Nine manage-
ments disposed of 14,200 shares of
Chrysler; five completely elimi-
nating the issue from. their
portfolios. 'Total volume of four
purchases, however, equalled 31,-
200 shares. General Motors .was
sold by seven funds, two com-~
pletely disposing of their holdings.
Studebaker met with limited
buyer acceptance. Among' equip-
ments, Borg-Warner and Doehler~
Jarvis were sold = - s .

Formula Plan Inv.
Management Corp.

(Special to THE FINANCIAL CHRONICLE)

BOSTON, Mass.—Formula Plan
Investment = Management - Corp.
has been formed with offices at
53 State Street. Officers are War-
ren F. Burlingame, President;
George W. Roraback, Treasurer;
and Grafton L. Wilson, clerk, Mr.
Burlingame was formerly in the
investment business as head  of
The Burlingame Corp.

Associated with Formula Plan
is Ralph A. Alexander.

Arthur Peck Governor
0f N. Y. Stock Exch.

Richard M. Crooks, -Chairman
of the Board of Governors of the
New York Stock Exchange, has
announced the election of Arthur
K. Peck as a Governor of the Ex-
change for the term of one year.
He will fill the vacancy in the
Board created by the election of
Mr. Crooks as Chairman last May,

Mr. Peck, a member of the Ex-
change since 1930, is a specialist
on the floor of the Exchange and
a partner of Walters, Peck & Co.

Robert S. Morton Now
With Dempsey-Tegeler

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Robert
S. Morton has become associated
with Dempsey-Tegeler & Co., 210
West Seventh Street. Mr. Morfon
was formerly ' Vice-President  of
American Funds Distributors, Inc.

Howard L. Goodhart

Howard Lehman - Goodhart
passed away at the age of 67 after
a brief illness. Mr. Goodhart had

. been 3. member of the New York

Stock - Exchange,
Goodhart & Co. until his retire-
ment in 1925.

and  of P Lo |

INVESTMENT FUND
LTD.

INVESTORS SELECTIVE FUND
FACE-AMOUNT CERTIFICATE COMPANY

INVESTORS SYNDICATE OF AMERICA -
*

A participation in the

; . s
growth of Canada’s natural wealth. COMMONWEALTH

INVESTMENT COMPANY

ESTABLISHED 1932

°
Prospectuses of these companies available at offices
in 148 principal cities of the United States or from
the national distributor.

INVESTORS DIVERSIFIED SERVICES, INC.

MINNEAPOLIS 2, MINN,
{Established in 1894 as Investars Syndicate)

Prospectus on request

RECAN SECURITIES DISTRIBUTORS
LIMITED
275 SMIOA':‘E; ;I’REEZT IV-VEST

Prospectus from Investment
Dealers or. 2500 Russ Building
San Francisco 4, California
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World Bank Reporis
~Increase in Income

The International Bank for Re-
construction and Development has
reported a net income for the fis-
cal'year ended June 30, 1951, of
$15,156,947. Net income- for the
preceding fiscal year amounted to
$13,698,398.

Gross income,  exclusive . of
$6,388,543 set aside in the Special
ReserVe, amounted to $28,202 542
for the year, as compared. with
$25,464,065 for the preceding fis-
cal year. Expenses totaled $13,-
045,595, including $4,843.447 ad-
ministrative expenses and $8,202,-

*148 bond interest and other finan- °

cial expenses.

In accordance with the decision
of the Executive Directors and the
Board of Governois, all net in-
come for the entire period of the
Bank’s operations has been placed
in ‘a -General Reserve Against

- Losses on Loans and Guarantees,
and on June 30, 1951, this reserve
was $42,155,217.

-Loan commissions for ‘the year
were credited to the Special Re-
serve -for meeting the Bank’s ob-
ligations as required by the Arti-
cles of ‘Agreement. This reserve
amounted to $20,125748 on June
30, 1951. ‘Total reserves on that
date were $62,280,965.

During the fiscal year the Bank
made- loans totaling $297,080,000,

bringing total commitments at -

June 30 to $1,113,525,000. Repay-
ments of loan principal to. the
Bank were all received on sched-~
ule' and ‘amounted to $5,549,135,
bringing - total
$6,101,271. In addition, $3,000,000
principal amount had been repaid
to others than the Bank in con-
nection with bonds of its borrow-
ers which had been sold by the
Bank.

Disbursements on loans amount-
ed. to $77,564,969 in the year,
bringing total loan disbursements
at*June 30, 1951, to $691,727,129.
‘The undisbursed balance of effec-
tive loans at that date amounted
to $351,735,295. Of disbursements
in the last year, $53.3 million
(68.6%) were spent in the United
_States and $24.3 million (314%)
in other countries.

' At June 30, 1951, the Bank had
49 member countries and a total
subscribed capital of $8,338,500,-
000. The Bank’s capital was re-
duced by $125 million - after the
withdrawal ‘of  Poland by the
Bank’s repurchase of 1,250 shares
to which Poland had subscribed.
However, it was increased by $115
million with the admission of
Ceylon and: Pakistan. All mem-
ber countries which had received
deferments until June 25, 1951, of
one-half of 1% on capital stock
subscribed, payable in U. S. dol-
lars or gold, made payment in
full on or before the due date,
except China and Czechoslovakia.
China made a payment of $20,000
and advised that it was unable to
pay the balance of $2,970,000 at
this time. Czechoslovakia claimed
further postponement, under the
Bank’s Articles of Agreement, on
its unpaid balance of ' $625,000.
The Bark has not yet passed on
this claim. {

During the past year the Bank
sold $5,017,496 of bonds received_
from borrowers pursuant to loan
agreements which increased the
total of such sales to $33,017,496
principal amount. These sales
were made to purchasers in Can-
ada, Europe and the United States.

In the past fiscal year the Bank
sold two issues of its own bonds.
These consisted of - $50,000,000 of
3% - 25-year  bonds in the United
States -and £5,000,000 (U. S.
-equivalent $14,000,000) 3% 9% 25-
year sterling stock in England.
Also, early in July, 1951, the Bank
sold an issue of 3%% .12-year
Swiss franc bonds in Switzerland
in the principal amount of Sw., fr.
50,000,000 (U. S. equivalent about
$11,600,000).
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As We See It

to grow even more unsatisfactory unless national policy is
definitely set for the future and appropriate funds pro-
vided.
Over-Adjusting

Business quite generally has been adjusting itself to
a situation heretofore believed more or less certain to
develop. The same is true of consumers. Both, indeed,
seem to have responded in an exaggerated manner to what
they thought would be done in Washington. One result
is the hesitation in the general business situation which
has been much in the public eye for several months past.
Neither business nor the consumer is able to find a defi-
nite basis which appears reasonably reliable upon which
to build plans for the future—due in no small part to the
confusion and uncertainty in Washington. All elements
in the population are badly in need of a clarified situation
with respect to national expenditures, and particularly
concerning defense outlays, and they need it now.

But the thoughtful observer who has not only the

immediate situation in mind, but the longer term welfare -

of his country at heart, has other and even more important
reasons to be dissatisfied with the present state of affairs:
Ask the professional prognosticator, or even the business-
man who must make his plans for the months to come,
what the outlook is, and the probability is that he will
say that much if not all depends upon whether the Federal
Government does as much spending this fiscal year as it
has been saying it will, the thought being that the more
Uncle Sam spends the better business will be. So far as
the immediate outlook is concerned this analysis may be
valid, but what of the situation by which we are to be
faced two, three, or even four or five years- hence? Cer-
tainly, some one had better be thinking about the answer
to that question—even if it does not fall within the duties

~of those who handle day-to-day business transactions.

It is when this aspect of the situation is brought to
the forefront of discussion that one is struck by the wide-
spread lack of attention that certain fundamentals are
receiving in official circlés, and, be it said with deep re-
gret, what appears to be the relatively slight interest
shown in business circles. Six months or so ago, a number
of influential organizations and individuals were active in
analyzing the possibilities of reduction in Federal outlays.
Some of them passed by military expenditures, including
defense, for one reason or another, but others went over
the whole situation. None of them failed to reach the con-
clusion that billions could be eliminated from the budget
without injuring any legitimate interest, and indeed to
the benefit of all. At the time, considerable public interest
in the matter seemed to exist. But then the popular com-
plaint centered upon rising prices, and ‘deflationary”
procedures, such as reducing public outlays, were able to
attract attention. That situation seems to have passed, at
least for the present, since there has arisen in many minds,
warrantably or not, the question as to whether we have
entered a period of possibly not so good business when
“a little inflation” might not be so bad.

Not Possible

One of the aspects of all this that is not usually fully
understood is this: It is not possible in the nature of things
to give effect to any satisfactory program of budget man-
agement in any such way as this. The popular impression
is that the powers that be can turn the stream of expendi-
tures on and off immediately and at will like a spigot.
Such, of course, is far from the truth. Outlays scheduled
for one fiscal year are often the result, and not infre-
quently the inevitable result, of action taken several years
earlier. Not only do we have continuing appropriations,
but we have many projects under way at all times which
take years to complete. Once they are well under way
it is not possible to call a halt without losing what has
been expended.

What Congress is now doing or seems to be in the
process of doing is to place itself in a position where two,
three or more years hence it will be unable to effect any-
where near the reduction in public spending that should
be made. It is making commitments of one sort or another
which must inevitably tie its hands for years to come.
This it is doing with hardly a thought about the conse-
quences, while public attention is largely fixed on matters
which have to do with defense outlays and with the im-
mediate outlook for industry and trade. One can scarcely
expect more of the politicians. They are rarely moved to
action except in an endeavor to placate or to please the
electorate. ;

But is this not a matter which business, which all
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thoughtful citizens with the good of their country at heart,
should be thinking about? Can we afford conveniently to
forget that the central government is spending, not mil-
lions, but billions of our money in ways which'can not
be of benefit to us, but on the contrary, must in the end
do us all harm? Has the time not come when we should
cease to think of what we as a member of this, that or the
other element in the population may be able to “get” out
of Washington and give more thought to what Washington
will permit us all to get for ourselves through our own
energy and initiative?
0w And Defense, Too

Of course, all this applies to defense. expenditures
as well as to other types of outlay. There is altogether too
great a tendency to regard defense outlays (as defined by
the politician: for his own purposes) as sacrosanct. Quite
without regard to what needs to be done in the name of
defense, it is safe to say that we regularly waste more
money (and consequently labor'and materials) in obtaining
any unit of defense than—we had almost said than ‘many
other nations spend. That, too, must cease. '

Public Utility Securities

Holding Company Securities——Pﬁrt I

Standard Gas & Electric filed a plan with the SEC early in
F:e_bruary, wpxch is going thr