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EDITORIAL

As We See It
- Not long after the New Deal was established

in Washington, the author and finisher of that
faith remarked that ‘“a new moral.climate” was

developing in.this country.. There was at the .

time a great deal of resentment — sometimes
quite well warranted—stemmmg from what had

gone on durmg the New Era. The malpractlces ’
which had been revealed as having taken place

in"various sectors of private life—most conspic-
-~ uously in certain phases of ‘the financial life of
the country—seemed to call forth the utterance.
It was all this which had given popular support
to extensive and drastic New .Deal regulatory
legislation which was to render all the people

honest all the time from that:moment onwards. -

It is both interesting and dlsheartemng to ob-
serve what has taken ‘place since, and the obvious
status of things at. present. It is disheartening

chiefly because up to this moment at least there -
is so little definite indication that the great rank’

and file have developed any really effective in-
terest in' corruption in high places, or any def-
inite determination to do anything about it. ‘It
is disheartening also because lack of moral fiber
is now so-evident among the very elements in
society which were so eagerly at work in the
early and middle 'Thirties to devise and enact
legislation to abolish undesirable conduct among
private citizens. If there exists today less of the
kind of abuses.which accompanied the. infla-
tionary orgy of the 'Twenties, the improvement
is certainly not to be attributed to the example
-set by the politicians or the office holders who

Continued on page 27

MADE YOUR SPACE RESERVATIONS YET"—Today marks the closing day. of the
Annual Convention of the National Security Traders Association at Coronado Beach,
Calif. There’s still time, however, to make reservation for advertisements to appear in

The Administration’s
Frustrations and Failures

By MELCHIOR PALYI'

- Dr. Palyi teviews frustration suffered by Truman Admini;

istration from events and developments in-economic and,
international affairs. Says frustration without end is to
be American taxpayers’ lot, and fact should be recog-
nized that our. commitments are unlimited. Predicts com-
ing of Winter and Spring will brmg decision whether our
policy of global commitments is to be carried to mational
bankruptcy ‘or be compressed to_ rational -proportions. -

./ : . I .

The most~£rustrated, people in .this country are the
price- controllers. With that  certainty of -knowledge
which is the privilege of the high bureaucracy, they pre-
dicted bottlenecks and run-away prices by September.

. Their disappointment is conducive to
_..melodramatic outbursts. Charles E.
Wilson (formerly of General Electric,
presently- Number One bureaucrat)
' gives vent to his frustration by ut-
_ tering threats to the steel industry

- nostication is bound to'turn:out right

power to turn it that way.
. The Controllers are hampered by
Congress, too. The Capehart and Her-

long amendments to the new Defense ~

Act — under fresh scrutiny in the
House—cramp their style. As a
matter of fact, the bureaus say, price
controls are now. virtually: unwork-
able. How to figure out manufacturers’ ceilings when
overhead costs have to be taken into account and the
law does not even say exactly which way? How can
one squeeze the retailers into “stable pricing” if their
mark-ups are to be preserved while.costs are rising?
And costs must keep rising when taxes are being raised
and “retroacted,” wages automatically boosted, farm
prices propped up, v1tal machine tool and copper pro-

Continued on page 22

Dr. Melchiar Palyi

the “CHRONICLE’S” Special Convention Issue.

and‘predicting dire shortages by next
Spring. Sooner or later, such prog--:

—when the prognosticators have the.

Burning the House Down
- To Keep Warm

By HARLEY L. LUTZ*

Prof essor\Emeritus of Public Finance, Princeton University
. Tax Consultant to the National Association,
- - of Manufacturers

Attacking cheap money policy of the Treasury as viola-
tion of ordinary. principles of business and human be-

" havior, Dr. Lutz compares: it to “burning down the house

to keep 'warm,”: since it is more costly to Treasury and

nation than unpegged money market. Looks for more

deficit financing and points out defects in current tax

“bills. ; Condemns rellance on. income taxes, and says ob-

jective -of enforcing “income equnllty is impossible.

Analyzes ‘sources of proposed tax increases and advo-
cates a general consumption tax.

Whenever we see a person, or-a nation, sacrmcmg a
great long -range good for a cheap, temporary advantage
we say it is like burning down the house to keep warm.
My illustrations of this folly are taken from the field of
the government’s finances.

One illustration involves the cheap
money policy that is always used in’
an emergency. It was applied during
the Civil' War and in World War I.
We have had a continuous plague of
it over the last 18 years because, ac=
cording to the Administration’s defi-
nition of an emergency, this period
from 1933 to date has been one of
continuous emergency. By the cheap
money policy I mean the decision of
the Treasury to borrow at artificially
low. rates of interest and to prevent
the low-interest bonds from' falling
below par in the market by “peg-
ging” bond prices.

The argument used to justify this
policy has been that payment of interest rates consistent
with a free money market would add greatly to the tax

Continued on page 36

*An address by Dr. Lutz before the New York State Federation
of Women’s Clubs, New York City, Sept. 26, 1951,

Dr. Harley L. Lutz
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The Security I Like Best -

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

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

““""PHILIP L. CARRET
Partner, Granbery, Marache & Co.,

Members, N. Y. Stock Exchange,
New York City

Collins Radio Co. Common

I am taking as my definition of
the phrase “My Favorite Security”
what seems to be the simplest
interpretation, namely, a security
with a reason-
able potential
of outper-
forming the
market in the
next few
years. With
this in mind I
have chosen
the common
stock of Col-
lins Radio
Company.

Collins-.
specializes in
highly
technical
communica-
tion and navi- . :
gational apparatus - used  prin-
cipally in and for military planes.
So important is the Collins equip-
ment that not only is it being in-
stalled in all new planes, but it
is reported ‘also that all existing
military and naval planes will ve

Philip L. Carret

_thus equipped as soon as possible.

As a consequence of this high
regard for the company’s products,

. Collins’ backlog, which has risen
$100 million in the past year, con--

tinues to grow, It is currently re-
ported: to be in excess of $150
million. Shipments have recently
expanded sharply: and are now

" understood to be at the $4 million

monthly rate with the $5 million
level soon to be reached. A fur-
ther rise in the shipment rate can

“be anticipated later as capacity is

in process 'of enlargement,
During World War II, peak rate
of shipments was ' $5,000,000 a
month.- At the presently increased
level .of prices and with greatly
expanded factory facilities, a
" higher level ‘of output can ob-
viously .be expected.
The  Collins management does
not consider that this hage’ n-
crease in business on the hgoks'is
merely areflection of the rearma-

" ment boom. A far-sighted policy

of .emphasizing research. and de-
velopment was adopted after V-J
Day and a considerable part of the
current backlog is attributable to
demand. for improved and wholly
new products which would have
been ordered even under normal
conditions.

The size of the present backlog
is a tribute to Collins’ engineering,
research and far- 51ghted manage-

‘ment. However, there is no reason

to believe that the-backlog has
by any means reached its peuk:;
Air force requirements are steadlly
being expanded and the trend in
electronic equipment is toward
more complex and expensive
units.

A prudent policy of meeting the
current demand has been adopted.
Expansion of facilities is taking
place largely in leased quarters
in Cedar Rapids and:Dallas. New
machine tool purchases and other
capital - expenditures = are being
made on the basis of rapid
amortization - through certificates
of necessity. Loan agreements are

coordinated with. this program -

and “progress payments” assure
reimbursement for costs without
undue strain upon the working
capital. position.

In the past Collins Radio
directors have followed-an ultra-
_conservative dividend policy. The
“management recogmzes the legiti-

mate desire of stockholders for
dividends however, and reason-
able recognition of this demand is
expected at an early date.

The company’s capitalization
consists of 310,116 shares of com-
mon stock preceded by only a
small issue of preferred (17,025
shares of $2.75 Cumulative Pre-
ferred, $47.50 par). The common
currently sells in the neighbor-
hood of $16 a share, which would

- give the issue a total market value

of about $5 million. This figure is

. less than 4% of the backlog and

not much above current monthly
shipments.
While it is not feasible to en-

gage in detailed speculation as ‘to*

what the company’s net profit
margin will be on its booked busi-
ness, it might be noted that:in
its two biggest war years, 1944
and 1945 — when sales were re-
spectively $47.3 million-and $43.5
million—the company was able to

.bring down to.prefax income.bet-
Even a 2%. return-
after taxes on’ $60,000,000’ annual -

ter than 8%.

volume would yield nearly $4' 3
share on the common. The stock
would appear to have ouistanding
merit, especially in view of , the
p0551b111ty of larger backlogs :and
stepped up shipment rates. y

T. REID RANKIN
R. M. Horner & Co., New York City
United States Potash

I appreciate the opportunity .to
write a few words about the “Se-
curity I Like Best” at this time.
However, with the Dow Jones' In-
dustrial Aver- g
ages at a 20~
year high the
task is much
more compli-
cated than last
year when I
selected
American Cy-,
anamid Com-
mon at ap-
proximately
$70 per share.

With our
economy stim-
ulated by huge
defense spend-
ing and the re-
sulting inflationary 1mp11cat10ns it
seems to me that one of the im-

" T. Reid Rankin

portant things to consider in se-"~

lecting a security is — Does thie
company operate in an industry
not dependent upon defense
orders? Is the company in an in-
dustry whose principal product is
a basic raw material?

The United States Potash Com-
pany qualifies under both ques-

tions: Potash is one of the world’s -

most important minerals. Muriate

of Potash is an essential fertilizer'

base. In addition, potash serves as
an essential constituent of many
chemical compounds important in
the manufacture of soaps, paints,

pharmaceuticals and explosives. It .

is used in the production of cer-
tain metals such as aluminum and
magnesium. .

Every crop that is harvested
robs the soil of some of the min-
eral elements essential to plant
growth. Mixed fertilizer is the
best way to return those.elements
to the soil. A large percentage of
the potash produced by the com-

Year End.

Dec. 31 Net eales

$12,714,400
11,175,892
10,904,325
10,329,210
9,109,331
8,039,063 .
. 1,278,260
© 7,249,718
6,156,290

* Adjusted for 100% stock dividend in 1946.

‘potash’ we could’ not' grow our-

;/dend was paid to those who had

-dous sums-of ‘money for develop-

: ', nearby. The refinery is on land
‘owned -by the: company and the

‘the royalty rate for the next: 20

~ sales-volume of $2,493,610 in 1936,

“in deprec1atlon and. reserves.

current liabilities of only $2,344,-
1066,

’ Net Income
'$3,286,399
¢ 2,753,890°

' 2,743,859
*. 1,644,880
. 1,958,475

Thursday, October 4, 1951
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Collins Radio Company, Common
—Philip L. Carret, partner,
Granbery, Marache, & Co., New
York City, (Page 2)

United States : Potash — T. Reid
‘Rankin, R.” M..Horner ‘& Co.,
“"New York City. (Page 2)
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pany is sold to the.fertilizer in-
dustry where it is combined with
nitratzs and phosphates; and sold
to the farmer to help produce big-

‘Alabama &
Louisiana Securities

Bought—S old——Qooted

STEINER, RoUSE & o,

‘ Members New York Stock Ezchange
Members New York Curb Ezchange
25 Broad St., New York 4, N. Y.

HAnover 2-0700 NY 1-1551

New Orleans, La.-Birmingham, Ala.

Mobile, Ala.
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ger and belter crops. Without

record- crops.

United States - Potash Com-'
pany started actual operations in
the depth of the depression. By
1930 the company began to sink its
first shaft, and from that time on
steady progress and growth have
continued. In 1936 the.first divi-

for' €leveni’years put up tremen-

ment and operation, From 1938 to
the present time, the company has
continued to increase its d1v1dends
on the common stock.. -

The: mam office of the company
is.located in RCA Building, Rock-
efeller Certer, New  York . City.
The refinery was built near Carls-

: \
U. . THERMO CONTROL
THERMO KING RY.

‘Information on request:

@W&&

148 State St., Boston 9, Mass.
Tel. CA. 7-0425 ‘i Teletype' BS 250

\' N, Y. Telephone WOrth 4-5000 , "

bad, . New Mexico, on the Pecos
River to insure a suff_icient water
suipply -and -the- mine. is.located

mine on lands owned. by the Fed-
eral Government. The company
holds an indeterminate lease and
a. contract’ signed in 1950 fixes

years. - Estimates - indicate .that
there are still between 12 and 16
million tons of potash salts in the
mine, enough to assure operations
for many years.

" Growth has not been spectacu-
lar:-Steady, consistent progress in
building "sales has been the his-

Flrst Natlonal Bank of Boston
. - Stock & rights

; Marine Midland 41,9, Pfd. -

When issued & .rights -
Cone Mills' Common |

. Foote Minerol Co..

GERSTEN & FRENKEL
yemben N. Y. Security Dealer: Assu
150 Broadway New York 7
Tel. Digby 9-1550

' Tel.NY-1-1932

tory. From a comparatively small

the company: had an all- time: hlgh
volume . of | sales : amounting - to
$12,714,000" in~ 1950 ‘During - this -
period when net income increased
from - $827,961 to $3,286,389 the
company wrote off over $5 945,000.

The: accompanying table" indi--
cates: the ‘ consistent record of
growth. -

For: the first six months of. 1951
sales  were $7,232,000 against ‘sales
of $5,598,000 for 1950 ‘and from' all
mdicatlons 1951 will ‘make ‘new
records. One'very favorable. fac-
tor'is that over. a period of years
the management has been able to

‘" Specializing in '

Mountam Fuel Supply
Equity Oil
“Utah Southern 0il*

: Analysis upon request -

‘EEDWARD L: BURTON
8 COMPANY.".

" r 'Established 1898+ ; . -
.160 S. Main St. Salt Lake City 1
~ Bell Teletype SU 464 - -

 Oldest Investment House.in"utéh-

brmg down over 20% of sales into
netincome:

The capltal structure consists . -

solely "0£1,050,000 shares of com-
mon stock:. Of this approximately..
31% is owned by Borax Consoli-
dated Ltd., the balance by near-
ly 4,000 mdlwduals, educational
mstltutlons and trust - -funds

Financial condition  continues
strong. Cash and Government se-
curities on December-31, 1950 ag-

gregated $4,273,620, and exceeded

BUY
U.S.SAVINGS
BONDS

Net working  capital of
$3,520,473 and total assets of over-
$13,000,000 attest to the ability

Contmued on page 30

Per Share———
. *Earnings . *Dividends:

$3.13  $1.75 -
262 170
282 ,. 190 ..
S 279 . .160 . ..
256 150
149 135
179 1121
175 137%
1.35: . "125

2,960,020
2,933,252

1,925,633 °
1,514, 887

- 0ver-the;counter £
‘Quotation Services .
for 38 .Yeal?s.<‘ ;

. ——

Natmnal lluotatmn Bureal

Sltabmhed 1913,
4G Front Street - New York4, N.Y.
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- Developments in Chemicals
And the Drug Industries

By JEREMY C. JENKS*
Manager, Invesiment Research Department,
Cyrus J. Lawrence & Sons, Members, N. Y. S, E.

Predicting in next year or two,

there’ll be'a one-third increase

in physical capacity of our.chemical industry, President of
N. Y. Society of Security Analysts, Inc., looks for larger con-
sumer demand to absorb the ‘resulting expanded production.
Foresees further growth over period of years, but warns there -
may be over-expansion in some products, Concludes, despite-
recent advances in price of chemical shares and prospect of
higher taxes, many investors will continue to be attracted to

chemical stocks, because of

My remarks this afternoon are
" divided  into two principal sec-
tions. First, I will discuss . the

- short-term factors affecting the.

- outlook for the
. ehemical in-
-dustry and,
- secondly, I
- will discuss in
© more general
.terms the
.longer term
.. outlook.
As is gener-

~ally known
- but -perhaps: g
. not fully ap- .

preciated, the' ;
. chemical in-

dustry is in ‘ i
~‘the middle of Jeremy C. Jenks
. perhaps. the :

largest and most aggressive plant.

- building program that has ever
- been undertaken by this industry
“and one that will compare favor-
" ably with similar efforts of other
industries. Of the approximately

- $9 billion of certificates of neces-.

“sity so far granted about 20% is

for expansion' of basic chemical

. products capacity. Based on this
data and other information, .it ‘is

~beginning to appear as if over the’

-next two or three years there will

be about-a one-third increase in

¢ the physical capacity of our chem-
_ical industry. ¥ '

The moratorium on new tax

- amortization certificates has raised

: some doubts as to a portion of the

- chemical industry’s plant expan-

sion prograin. Some leaders in the

industry have said that in face of
: the present high taxes and high

- building ' costs they cannot go
-ahead with expansion programs
.unless adequate certificates -of
necessity permitting rapid amor-
. tization are granted, An equally
-important determinant of - the
~amount of chemical plant to be
- built over the next several years
.by the industry is the availability
of steel, other construction mate-
rials, construction workers and
.Special chemical process  equip-
ment. Of course, some companijes

~have been foresighted and have’

provided against such shortages

and already: have very large plant’

“expansion programs well under

way. Dow Chemical, for example,
-is ‘currently building. new plant-

. facilities:at ‘a rate of about $10

.million. per month.. At Dow’s:

. Texas plants, for example, some.
AP d P ‘tax developments are hopeful that

.7,000 - construction workers are

currently = engaged  in building
=
*An address by Mr. Jenks before the-

Association of Customers’ Brokers, New
“York City, Sept. 25, 1951, " i

_companies.
some slack capacity in the chem-’

long-term growth prospects.

more capacity for chlorine, sty-
rene and other chemicals.”
While we do not as yet know
the final provisions of the new
corporate tax daw, I would hazard
a guess that ‘chemical earnings

. have passed. their peak for a
- while. Third and fourth quarter-

comparisons will not make as

. cheerful reading as recent quar-
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terly reports for most chemical- -

Because. there . was

ical industry a-year ago, most

companies. were able to step up-

sales sufficiently following - the

approximately offset the 1950 in-
creases in taxes to a mdximum of
62%. At the present moment, the
industry. is pperating near capac-

ity and a further increase in sales.

will have to wait.on the comple-
tion of new plant facilities.
Similarly, profit margins before
taxes ‘improved quite generally
over the. last year, following the

substantial increase ‘in sales that
has occurred. Part of the increase:

in profit margins reflects higher

prices. for some chemical prod-..--°
ucts, but perhaps more important,
has been the high rate .of opera-.
tions and the resulting efficien-"~

cies. From this poinf on it may

be very difficult for the average’

chemical company to further im-

" prove the pretax profit margin”
and, if anything,” pretax margins’
may decline moderately. It should"
be mentioned, howeyer, the effect

of price control has, as yet, not
been especially burdensome to the
chemical industry. ’

Accordingly, if Congress votes
a 68% or 70% maximum excess
profits tax, as seems likely, the
increased tax will come mostly
out of net earnings. The result
will be that earnings for the in-
dustry in 1951 will decline below

vote to make the new tax retro-
active to Jan. 1, some companies
would have to accrue taxes at a
75% rate or even higher in the
last half of the year to make up
for the under accrual in the first

half. Tax accruals in the first half -

by individual®chemical companies

varied a good deal. Most compa-.

nies accrued taxes at a rate near

the 62% maximum. - However, a.

few, notably du Pont and Rohm &
Haas, accrued taxes at about a
70% rate including reserves for
renegotiations.. Many ohservers of

at the ‘worst the new rates will
be retroactive-to April' 1 and pos-

sibly only to July 1. Until we

. Continued on page 38. -
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Unload those “obsoletes on us.. And
step into your place in the sun~—

. Obsolete Securities Dept.

99 WALL STREET, NEW YORK
“Telephone: WHitehall 4-6551

8

*#Lone Star Steel
*West Exid Chemical
American Clad Metals

" Cinerama
Haile Mines
Reeves Soundcraft
Vacuum Concrete

*Circular_on request

: L]
J.F.Reilly & Co.
Incorporated
61 Broadway, New York 6
BO 9-5133 Teletype NY 1-3370

: Direct Wires
Philadelphia and Los Angeles

)

Associated
Dev: Res, Corp.

Canadian Superior Oil '
Haile Mines; Inc. .
National Alfalfa .

¢ Portsrﬂnoﬁt'h;Steel
SINGER, BEAN
& MACKIE, Inc.

HA-2-0270 40 Exchange P1, N. Y.5
Teletype NY 1-1825 & NY 1-1826

Rir Products
- Baker-Raulang
Collins Radio
Dictograph
Di-Noc
.. Hoving Corp. -
- Stromberg-Carlson
Whitin Machine
Works

B;Jught —_ Sol«{ +— Quoted

THEODORE YOUNG & CO. |
40 Exchange Place, New York 5, N. Y.
WHitehall 4-2250 Teletype NY 1-3236

s L ionenstem
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. We maintain trading markets in

- CANADIAN
- SECURITIES

BURNHAM AND COMPANY
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New York Stock Exzchange
New York Curb Exchange ;
15 Broad Street’ New York 5
DIgby 4-1400  Teletype NY 1-2%62
Cable Address: Coburnham

- Collins Radio
Te’xas" En’g‘in. & Mfg.

B

Memo on request

JBUTLER, MOSER & CO.

“-44 Wall $t., New York 5, N, Y.
Teletype BOwling Green
NY 1-1862 9-0040

. \,
SENECA 0IL COMPANY
2 CLASS A"

. A dividend paying growth
‘““opportunity in Crude Oil

-~ Information on request

" GENESEE VALLEY
SECURITIES CO.

Powers Bldg., Rochester 14, N, Y.
Telephone LO 3190 ¢ Teletype RO 87

Secretary of

In the fight to preserve a stable
economy, the banking industry
holds a front-line position. As the
principal suppliers of credit, the
banking
industry has a
grave respon-
sibility to
shape its loan
and invest-~
ment policies
toward assur-
ing the finan-
cial soundness
of our na-
tional  econ-
omy.

A primary
requisite now
is to hold un-
necessary bor-
rowing to a
] minimum. As
the defense -effort broadens—and
it is expanding rapidly now—the
volume of bank loans needed for
defense uses may be expected to
rise, It s essential that our de-
fense industries be provided with
the necessary. capital, But as de-
fense loans increase, loans for less

John W, Snyaer

essential civilian purposes.musﬁ
be reduced if we are to avoid the
inflationary consequences of an

MEMBERS
MIDWEST STOCK EXCHANGE

| STIX & Co.

509 OLIVE STREET

St.Louss 1,Mo.

over-expansion of bank credit,

"You are no doubt aware that
total bank loans in the 12 months
ended June 30 showed the largest
increase ever recorded for a com-
parable period—an increase of $12
billion in a single year, Some of
this borrowing was basically of a
speculative nature.

As experience has demonstrated,
when prices are rising and busi-
ness profits are high there is often
a tendency to assume that those
trends will continue, Both bor-
rowers -and lenders are -inclined
to evaluate the high profits as if

Placer Development,
Limited
LEAD—ZING

TUNGSTEN - OIL - GOLD

Analysis available on request

joun R. LEwis, INc.

1006 SECOND AVENUE
. SEATTLE * :

105 ELiot 3040

—

 WASHINGTON

i OREGON

 SECURITIES

| o Harbor Plywood

; ® Puget Sound P'wr. & Li.
® Wheeler Osgood

Teletype SE

e
P—

BOUGHT e SOLD e QUOTED

STER & MARSHALL

' Member New York Stock Exchange
SEATTLE 4
Portland, Spokane, Eugene
' Mu. 1900 Tele. SE 482-483
-———————— 4
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they are more or less permanent,
Under- such conditions, nearly
everyone wants to borrow money
in order to buy something, build
something, or expand his business.
This - human tendency has un-
doubtedly been responsible for a
substantial part of the great loan
expansion of the past year. When
everyone has the urge to borrow,
there is probably more than usual
danger that bad loans will get
into bank portfolios, since lenders
are likewise affected to-some ex-
tent by the same over-optirmism.

The. buying, boom. of the past
year has brought new problems
in' appraising thé soundness of
loan collateral. This responsibility
ofthebanking system is made much
more difficult this year by the
many uncertainties in the present
business outlook. The conflict be-
tween deflationary factors in some
parts of the civilian economy, and
inflationary forces arising from
the defense program, creates an
unusual variety of risks. In-
ventory losses may be suffered by
some  businesses, where demand
has suddenly fallen off or prices
have dropped sharply, while other
- businesses may reap - unusual
profits. Under such circumstances,
an unusually careful selection ¢f
loans and a diversification of risks
is clearly called for.

_An address by Secretary Suyder at the
Fifticth Annual Convention of the Na-
tional Asscciation of Supervisors of State
Banks, St. Louis, Mo., Sept. 27, 1951,
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The Coming Impact of Defense
Program on the Civilian Economy

By HON. JOHN W, SNYDER*

the Treasury

Pointing out. the underlying inflationary forces are already
at_work, Secretary Snyder warns that in coming months the
civilian economy will inevitably feel full impact of the inten-.
sive phase of the rearmament program. Stresses responsibility
of bankers in preserving a stable economy and urges bankers
and bank supervisors to scrutinize all loans carefully. Warns.
bank capital in relation to risk assets is lower than ever before,
and calls for building-up of capital accounts. Pleads for sup-
port of Government’s savings bond drive.

Warns of Low Bank Capital

The - responsibility = of ' bank
supervisors is increased by the
fact that bank capital in relation
to risk assets'is lower than at any
previous time in the past two
decades. The proportion of capital
aceounts to risk' assets last Dec.
30, for all insured commercial
banks, averaged less than 18%.
This compares with a prewar
figure of over 27% in 1939,

I have spoken of some of the

increasing ' responsibilities  which
are falling on ‘the banking. sys-
tem in assuring the effective
functioning of our great defense
effort. You, as bank supervisors,
can do much to bring to the many
bankers with whom you come in
contact the vital importance of
their participation in this ‘effort.
Moreover, ‘you.can point out to
them how they, by accepting their
responsibilities, not only havé an
opportunity to serve their nation
but at the same time have unusual
opportunities - -for strengthening
the future security of their own
banking -institutions.:
.. The present financial situation
offers  an opportunity = seldom
equalled for improving a bank’s
loan position, . g

. Secondly, conditions have be-
come more favorable for building
up bank capital, both through re-
tention of earnings and. through
sale of capital stock. Bank opera-
tions recently have profited from
the high demand for loans, and
banks generally are now in a very
favorable position for: building up
capital funds. Gross earnings of
all insured commercial banks
have been climbing .since 1938,
They amounted to over 8% of
capital accounts last year, a fig-
ure exceeded only during the war
years.

Capital ‘accounts have, in fact,
been expanding steadily since be-
fore the war, but the increase has
not kept pace with the rise in risk
assets. Last year, capital accounts
of insured commercial banks in-
creased by $632 million, the major
part coming from additions: to
surplus. But risk assets- in the
same period rose by more than
$11 billion. i

Deposit insurance should not
be regarded as a substitute for
adequate capital. The fact that
the present low. capital ratio is
close to those’at the top of two
major “speculative credit booms
should warn the banking system
of the need for rebuilding capital
accounts. " b

A third opportunity for hanks
today lies in the better prospect

of encouraging 'savings during
this period of full employment
and high incomes, Department of
Commerce estimates indicate that
personal saving ' in the second
quarter of this year increased by
a greater amount than in any
quarter since 1945. While this may
have reflected an unusual situa-
tion, .there is little doubt that
savings are easier to accumulate
today than they are likely to be
in more normal times. )

Our defense bond campaign this
fall, with its nation-wide adver-
tising ‘program; is doing a great
deal to make people “savings
conscious.” Qur objective, as you
know, has been not merely . to
sell savings bonds, but to pro-
mote the habit of thrift. The tre-
mendous increase in all forms of
personal savings during tha past
ten years, I believe, has reflected
in part the effectiveness of this
program.

In our present campaign, we
are stressing the fact that a per-
iod of high economic activity like
this, when incomes are high and
nearly everyone has a job, pre-
sents. a golden opportunity to
every individual to accumulate a
financial reserve,

The development of a habit of
systematic contributes to econ-
omic stability in both booms and
recessions.

- A Bétter Trained Banking
Personnel Needed

There is one other matter in
which banks might well take het-
ter advantage of their present op-
portunities. That is in developing
a better trained personnel.. To
raise the Jevel of understanding
of banking and financial matters
among bank employees, I believe,
would not only be worth money
to the individual bank, but wouid
benefit the entire banking iffdus-
try. ; SR

Bank supervisors can have con-
siderable influence toward such
improvement. Excellent work is
being done today in providing
advanced training by such insti-
tutions as the American Institute
of Banking, the Rutgers Graduate
School of Banking, the University
of Wisconsin School of Banking,
the Pacific School of Banking, as
well as by various others. An in-
crease in demand for such facili-
ties would undoubtedly give rise
to many more schools throughout
the country designed to meet the
special needs -of bank employees.

Modern day banking calls for a
working knowledge of many as-
pects of economics as well as
finance and business. Probably
no one problem is giving our
bankers more concern today
than the related problems of
inflation and deflation, particu-
larly in view of their importance
in bankers’ decisions ‘on invest-
ment and loan programs.

For instance, today, on the one
hand, we read in the papers that
commodity prices have fallen;
that warehouses are bulging with

inventories; that retail buying has’

fallen off; that stores are having
difficulty moving their stocks;
that lack of demand has caused
cutbacks in consumer goods pro-

duction; and that these and other.
- indications point to a deflationary

situation.

On the other hand, we are
warned that the situation is ac-
tually inflationary, and that . the
important thing is to look ahead
to shortages of consumer goods
when the defense program gets
fully under way.

The surprising - thing is that
both 'of these statements are
largely true. When consumers and
distributors over-bought 1last fal
and early this year, in fear of im-
minent shortages, they overlooked
two important things; the length
of the tooling-up period required
for defense production, and the
immense productive power of
American factories. The prices
that were forced too high are now
being adjusted, and the goods that
were bought in excess of needs
are being digested, while con-
sumer buying lags. . .

But the underlying inflationary
forces are already making them-
selves. felt. Despite all the talk
about current deflationary pres-
sures, the broad wholesale price
index of the United States De-
partment of Labor — made up of
nearly 900 commodities — has de-
clined no more than 4% from its
extreme - peak, and has shown
practically, no further decline
since July. Very definite and posi~
tive inflationary forces account
fjor this firmness in the price in-
ex. g

“Personal income is steadily ris-
ing, while the production of civil-
ian goods, to be bought with this
income, is affected by increasing
restrictions on the use of critical
materials needed for defense, :
Rapidly expanding defense ex-.
penditures have shifted the Fed-
eral Budget heavily to the deficit
side,”even on a cash basis. Bank
credit, after leveling out for sey-
eral months, has again started to
expand. Business loans, real cs-
tate loans, and “other” loans of
weekly reporting member banks,
in recent weeks, have all reached
new record high .levels,

The effect of these pressures on
prices and living costs may be
held back. for a time; however,
while present excess supplies of
various consumer goods are being
liquidated. But the most intensive
phase of our ‘rearmament effort
lies ahead of us. In the: coming
months we will inevitably see an
increasing impact of military pro-
duction on the civilian econoiny—
a situation  in which. inflation
thrives. Under the existing rev-

-enue tax laws, not including the

tax bill being considered by the
Congress, 'a budget deficit of
about $10 billion is indicated for
the. current fiscal year. In the fol-
lowing . year, with current tax .
rates, the deficit may be twice

this figure, or more, under the
present ‘schedule for defense ex
penditures. '

A Government deficit, of course,
means that excess funds are being
added to the spending stream. If
the individual funds .are spent,
prices will be bid up, and another
round of inflation will get under
way. If the money is saved, price
advances may be forestalled, and
the funds will be available, for
spending later over' a more ex-
tended period.,

LAMBORN & CO., Inc.

99 WALL STREET
NEW YORK 5, N.Y.

SUGAR
Raw ~— Refined — Liquid

p e s
Exports—Imports—Fatures

DIgby 4-2727
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MR. CHARLES F. HAZELWOOD

HAS BECOME ASSOCIATED WITH US
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State of Trade
| and Industry
& k J

Total- industrial production for the nation-as a whole again
showed a mild increase the past week and output of both military
and civilian goods continued to'surpass that of a year ago.

For the month of September industrial production held just
about at the levels of August, the Federal Reserve Board esti-
mated, accordmg to its monthly review of United States business
condltlons

This was above the July rate, but below the average for -the
first six months of the year. s

. 'The -board’s index of . industrial . productmn in August was
. 218% of the 1935-39 average and compared with 213 for July and a
, 222 .average for the' first half. “Preliminary indications pomt to
. little change in September,” the board said.

v Lges 3 gy I RN TR T %
. v

Steel Production’
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

The. board noted that September steel mill operations’ were .

. scheduled at 102% of capacity, as_compared with a 98.5% rate in

. July.and August, but output of copper, alummum and some non-
. ferrous metals was down in September, ) \

. Department store sales showed a “less than seasonal rise” dur-
. ing the first three weeks of September, the board reported, How-
ever, it.said, auto sales were stimulated early in‘the month “by
prospects of price advances.”

Wholesale commodity prices have generally shown little
change: since mid-August, the board added, reporting that bank
: credit rose “moderately” during August and the first half of Sep-
tember, reflecting some seasonal borrowing by business.

For the latest reporting week ‘a slight decline in initial claims
for unemployment insurance was noted, with, defense plants con-

~tinuing to show expansion'in their- payrolls
) In the past week steel ingot. production” advanced almost a
“'point, ‘while. autemotive - output reflected fractional improvement
“for-the week but was, however, close to 28% below the like period
+in 1950. With the passmg of very humid weather. electric output
‘ reacted by tapering off from its recent high'level.
Basic changes may soon be made in the Controlled Materlals
. Plan, states “The Iron Age,” national metalworking weekly, in its
current summary of the steel trade. The National Productron Au-
] thority may ‘alter the plan as a result of suggestions which will
come from steel industry advisory people soon. These suggestions
- will reflect studies of steel officials who helped work out both
World War II CMP and the present one, ;
) Defense heads and steel executives discussed thls—plus the
‘need for more steel in the first quarter of next year—in Wash-
ington last week, this trade authority notes. Unless distribution of
available steel improves in the first quarter, higher ingot output
worzi 't mean a ‘corresponding increase in finished steel for urgent
needs.

Improvement is on the way, this trade paper asserts, if the

" 'Defense . Production Authority analyzes its actions and acts on
advice it will get from people, who know the steel problem for-
ward ‘and backward. This means better screening of  claimant
agencies’ demands. It also means tougher decxsxons as to who
should get what steel and how much,

One big plate consumer has been ‘unable to book 35% of its

. CMP plate tlckets for the fourth guarter. It was assured by both

- NPA and Petroleum Administration for Defense that mill space
would open up as a result of cancellations forced by cutback allot-
ments. As yet, there is no sign of significant tonnage having been
cancelled,

Last doubts about the future status of steel conversion have
been removed. Office of Price Stabilization has decided additional
conversion (above that during base period) is a legitimate cost

_‘and may be added to ceiling prices.
may not be more than double regular mill price,

This will light 2 terrific fire under the already-hot conversion
market. In fact it already has. One automaker worked out three
new conversion arrangements last week.

Since the automaker needs cold-finished bars instead of
sheets, ingots aren’t involved, The steel producer is merely asked

" Continued on page 40

WE ARE PLEASED TO ANNOUNCE THAT

MR. SEYMOUR FABRICANT

HAS BEEN ELECTED
VICE PRESIDENT OF OUR FIRM

WM. E. POLLOCK & CO., INC.

TWENTY PINE STREET, NEW YORK S5, N. Y.

BEVERLY HILLS, CALIFORNIA

.OcToBER 1, 1951
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©Oect. 1, Mr.
,Jones has .

Allowable conversion cost.”

gltlzed for FRASER
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Jones Trading Mgr.
For Gourts, Atlanta

ATLANTA, Ga. — James E.
Jones, who has been, associated
with ° Courts & Co.s Trading

. Department in

New York,
has been ap-
pointed . Man-
ager of this
firm’s Trading
Department
with head-
quarters at-its
home office in
Atlanta, 11
Marietta
Street, N. W.
Before -en-
tering .upon_
his .duties--on, sl
James E' Jones
been. v1srtmg Courts. & Co.’s -20

officés in the Southeastern States:
Prior to his ‘association with

Courts & Co. Mr. Jones was con- -
" the wits out of the bondholder, in speech and

nected with Bankers Trust Co. in
New York. @ - -

Williams Vice-Pres.
0f Doremus & Go.

‘William H, Long, Jr., President
of Doremus & Company, 120
Broadway, :

New York
City, an--
nounces. the
election of
Richard E.
Williams .as. a
Vice-Presi-
dent of the
advertising
agency. . Mr.
Williams will -
also continue
as Treasurer
and a director
of Doremus &
Company:
which oftices
he has held since 1931. He first
joined Doremus in 1920.

Richard E. Williams

Business
Man’s
Bobkshelf

How to Operate Under Wage
and Salary Stabilization—Manual
designed to help management fol-
low the rules on pay increases
and avoid or minimize penalty for
unintentional violations — Walter
Lord—Business Reports, Incorpo-
rated, 225 West 34th Street, New
York 1, N, Y.—Fabrikoid—$12.50.

National Security and Our In-

‘dividual Freedom—Committee for -

Economic Development, 444 Madi-
son Avenue, New York 22, N, Y.—
Paoer——35c (quantity prices on
request for orders-of more than
10 copies).

What. Every Salesman Should
Know About Mutual Investment
Funds — Sales |training manual —
National Secut‘mes & Research
Corporation, 120 Broadway, New
York 5, N.Y.—leather loose-leaf
binding—$10.

Joseph A, Rayvis
With Raymond & Co.

BOSTON, Mass. — Joseph A.
Rayvis has become associated with
Raymond & Co., 148 State Street.
Mr. Rayvis was formerly ' Presi-
dent of J. A. Rayvis Company,
Inc. of Miami.

Louis Love Adds
(Special to THE FINANCIAL CHRONICLE)
~ Chester F. Awalt has been added
to the staff of Louis A. Love Co.,
700 Hermosa Way.

X
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Observations . . .
By A WILFRED MAY

WORLD INFLATION IN PERSPECTIVE |
What Investment Policy Now?

It is now more important than ever for the investor to scruti- §
nize “inflation.” The continuing Cold War points up the worldwide °

- economic- potentialities; the stock market averages. have risen 40% .°

in.two years; and the “inflation” consciousness on the part of both %
the general and financial pubhc continues to !
mount,

The front-page article of an important fi-
nancial weekly runs under the caption “OBSO-

- "LETE MODEL—We Need a Savings Bond, Not

Just Another Drive.”
A popular lay pubhcatxon currently runs

an article, “WHO. GETS HURT BY 53-CENT

DOLLAR—Bondholders Lose, Factory Workers
Gain,” -in ‘which -a -colorful cartoon illustrates
how “Savings Bonds: Real Value Drops in 12

.Years” [why the 12-year period is picked is

somewhat obscure,; but significant].
‘The university economist, too, is scaring

letter to~-the-editor claiming that the Treasury
is “gvpping” him.

The comparatively new technique of tying »
wages to the cost-of-living index has also importantly contributed -
to the w1despread awareness of the inflation phenomenon. The
worker in the Detroit auto factory as well .as the ivory-tower .
economist now knows the current figure of the BLS index to the '
last decimal point,

The investing public is perhaps” entering into a new “New
Era”—this time with the theme “inflation” in lieu of “good stocks
are cheap at any prrce"—fanned by the equity-boosting sales argu- -
ments of aggresswe mutual fund dxstmbutors on receptrve ears :
midst the rousing bull market. i

The  United States Treasury naturally 1s becommg increas- .
ingly worried over the Jeopardlzing of its Savings Bonds distri~ -
bution. 5

A. Wilfred May

The Investor’s Objectives i
The investor, sticking to his last, should " concentrate 0n the :
following two- fold basic approach
(1) Estimating the present and future importance, degree and
course-of inflation as an economlc force; and then

Continued on page 15

Comparative Changes in Money Supply, Cost of Living, '

Bond and Stock Prices 1938-1951 !
. Prop. of
Cost of
Living Rise '
Offset by
Stock Rise

‘36
90
38
54

Cost of
Living

%
+5,300
11900

240
280
200
102
100

83
166
102
90
230
2

Money
Supply

Stock
Prices

Argentlria Rehveie

+
United Kingdom +

Netherlands -.
Australia
Portugal
Spain
Israet,
*United States:
1938-1949____ 260 -+
-1950___ . 280 +
+
U

600
350
240
230

148

46
17

| +++++++F++

88
69
81

23
56 -

~1951-__C 270 102

*The three periods given for
which particular period is used.

FH+ | F A+

124

. S. A. exemplify the importance of

FINCH, WILSON & Co.

Members New York Stock Exchange

120 BROADWAY
NEW YORK

Henry L. Finch R
Wilbur S. Tarbell
1916 -1921

Wm. Carroll Wilson
1919-1937

Louls A, Talmage

Howard L, Valentine

It gives us pleasure to announce’ that

“MR. STEPHEN BAKER FINCH

has this day been admitted as a

" General Partner in our firm.

FINCH, WILSON & CO.
October 1, 1951 E R -
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~ Shares for the Carriage Trade -
ol : 'By IRA U, COBLEIGH
Author of the Forthcoming Book,

“Expanding Your Income”
. ;

A brief outline of the qualities of some sterling - $ecurities

selling at exalted prices.

.. With all the hue and ery to-
day about splitting shares up to
land in a more popular price
range, and to .lure more stock-
. ‘ holders onto
the books of
registry, there
are some
truly ele-
gant corporate
issues that
go their merry
market .way,
not seeming
to care if they
ever add an-
other share-~
holder., And
they may not,
unless he hap-
pens to have
a step ladder.
have in mind

dra U. Cobleigh

For the shares I
sell high — real high — with the
cheapest one at over 500, .

‘Well, if stock buying' is, as
everyone knows, heavily conceén-
trated below the $50 level, who is
it" that ever steps up- to 500 and
more for any security and why
does he do so? It's usually a per-
son .of means and the motives are
fourfold:

(1) High priced securities
nearly always sell at a substan-
tial discount from their book, or
liquidating, values;

(2) Where the dividend is low,
’thgre’s usually  a whacking big
reinvestment of retained earn-
later on in higher
market price-—the makings of a
long-term capital gain. (A subse-
quent split up may maximize thig
gain);

(3) Mink-priced shares are usu-
ally a part of a small outstand-
ing capitalization. These shares
tend to reflect rapidly, and
‘sometimes spectacularly, bull
markets in general, and good news
in particular. If a stock moves
from 20 to 22 nobody pays much
attention; but if it goes from 500
1o 550—50 points (but the same
Percentage) — it usually makes a
market headline.
¢ (4) Shares don’t get to live in
‘the market stratosphere unless
they’re among the leaders in their
field, and unless they boast a dis-
tinguished management,

So much for the general pitch

" about plump stocks; now let’s get
_down to cases.

TENN.

’ NEW YORK OFFICE 4

30 BROAD $TREET

CHATTANO0GA @

I could hardly pick a: better
example of what I'm trying to
prove than Superior Oil of Cali-
fornia, paddling along the past
week at around $560 a share. Of
major oil producing enterprises,
with the possible exception of
Amerada, this is the plushiest
and most romancy, s

If you're yield hungry, or divi-
dend conscious, you’ll not be hap-
py here. For SOC is an earnings
“squirrel.” By 'ultra conservative
accounting methods it tends to
minimize actual earnings; and few
companies are mousier in dishing
out dividend checks.. Imagine $3

a year on a stock like this! But .

you have your reward in -other
quarters, such as participating in
ownership of a fabulous reserve
of underground proven oil, which
highly  competent analysts cur-
rently estimate as worth above
$1,000 a share, :

Right -now SOC is producing
somewhere near 18,000,000 barrels
a year ‘(crude oii accounts for
about 85% of its gross) and should
earn in 1951 above $35 on each
of the 423,014 shares that flicker
on the ticker tape so bouncily.

‘The company has showh a bird

dog’s flair for locating good oil
strikes; and now has a 51.7%
stake in Canadian Superiér Oil of
California, Ltd. This is a rela-
tively new and expanding unit in
the Alberta field: and may well,
in due course, add to earnings
from the parent compahny’s major
proven leaseholds in California,
Louisiana and Illinois, K

If you are prone to recriminate,
you may well berate yourself for
not latching on to ‘some SOC
when it sold at 221 10 years ago.
However, if it sells 25 times
higher "today = it’s probably be-
cause it’s now intrinsically worth
a lot more; and even at 560 you're
going to have a tough time find-
ing any character willing to sell it
short. Split-ups here have been
mentioned, They may come along
some day but, whethér.or no, SOC
looks like a slick stock to own, in
a crude sort of way, and even at
its Alpine price it may prove just
as rewarding a performer ag many
an item lower down on the price
totem ‘pole, ¥ .

Another Tiffany stock is Trav-
elers Insurance—a four way  call
on the earning power and fabu-
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lous underwriting know-how of
the. largest company in America
doing multiple line - insufance;
and with assets of above $2 bil-
lion. If you wotry about income
regularity,  Travelers should

. Soothe you,-fot this company has

paid dividends every- year sihce
1866, including a 100% stock div=
idend ift 1949, )

. Lots of investors shy away from
insurance stocks paftly out of ig-
norance; and often because yields
seem a bit low and markets less
volatile, These are” hardly good
reasons to deprive onheself of mag-
nificent investment portfolic man--
agements which fine companies
like Travelers possess; and the
steady build-up in - book value
which reserves, - underwriting
profits and invested ‘income are
constantly creating.” THere are a
lot. of _substantial, if. unspectacu<
lar, “growth” factots' here; ]
* Just’ to outline - the  sources of
Travelers incoire, I'm jotting down
below the revenueschedules: for
the past three calendar years:

Comparative Earnings on a
per Share. Basis'

Year—- 1950 1949

Life Dept. _._$10.50 $15.14

Aced. Dept. . 20.84 . 40.28

Indemn. Co... 18.89. 19.11

Fire Cos. ... 1072V 11.95

1948
$8.24
38.97
15,57

9.15

#*Total $60.94 $86.48 $71.94
*Inter-company di\'ridends eliminated,
From the above you’ll disceri

the fine earnings stemming fromi -

accident and indemnity. sections.
Current per annual share earnings
of above $60 a share apply against
the 400,000 sharesof Travelers
capital stock, and give plenty of
cushion for the meek $14 a share
paid last year. With book ‘valie
which could easily ‘be calculated
at nearly $900 a share, Travelers
at around $610 offers- g pretty
solid value to those hot desperate
for currént income.

My third selection strésses more
a worthwhile discount from tan-
gible asset value than any sus-
tained proclivity to retain earn-
ings. ' "This ‘investment gem is
Christiana Securities, of which
only 150,000 common shares are
in- existence, currently quoted at
a paltry . $6,600. apiece. - 1950
dividends of - $407.43 suggest ‘a
current yield of about 6%. Chris-
tiana toils not; neither does it
spin. . It merely owns 27% of out-
standing du Pont conimon, 170,-
000 shates of General Motors, 7,-
210 shares of Wilmington Trust
and 7,460 shares of New-Journal
Company. The market value of
all thi§, applying to each share of
Christiana,  is today roughly $7,-
700, a -fact permitting - current
purchase at about a 15% discount.
Few, more elegant aggregations of
chemical and industrial equities
exist anywhere, .

Moreover, those persons whose
safe. deposit boxes are cluttered
up with sthall bales of certificates
of lesser priced shares should
take note that all this congestion
may be unnecessary! 100 shares of
Christiaha ‘would tequire lots less
vault space; and might well im-
prove the genéral character and
quality of your holdings, :

- Naturally ih so short a space' it
is impossible to treat with. all

those golden equities . that rattle

around ih. the market above $500
a throw. If research.along. these:
lines fascinates you, why. not look
up First National Bank -of New
York around 1300, Kings County
Trust Company at 1500, Northern
Trust of Chitago at around 600,
Mahoning ‘Coal, 500, and perhaps
drift down to
john Company, the fancy pharma-
ceutical - from Kalamazoo. And
somewhere there must be a few
careless Texans, who, back in
1926, forgot to send in their Texas
Pacific Land Trust 5ld" shares for
100 for one exchange. These lit-
tle - pieces of paper are today
worth $13500 a unit. How high
the moon? ' -

So it is thaf ‘despite ail the’

350 to look at Up--

chart followers and market
graphs, ‘there ‘is a- class of secu-
rities operating on a much: higher
level than the Dow, Jones aver-
ages. Almost dny one of these, is

perhaps a little leavening of this
kind of high quality could imi=
prove mahy. an assorted - list.
These -are_shares for the_ carriage
tradé; and they make for a very

a.security. of classic' worth; -and
L i . L gk m. )
- Cease Deficit

By ORVAL

Preserve Our Great Middle Class!

“plushy- ride. - g
Spending and

W. ADAMS*

Executive Vice-President

Utah First National

Bank, Salt Lake City

“Prominent Salt Lake City banker calls for crusade to elect
political leaders who will halt excessive government spending
o ~ and puf curb on inflation.

‘America’s great- middle class
must prove to be its own Savior

- and “‘Save What's Left” of our

way of life.
g ’ It, and it
alone, can
now rescue
this country
from the
clutches of the
“Deficit - Ad-

i dicts”—Roose-
- velt, - Truman
and their ilk

-—whose pow--

er for evil so
greatly ex-
ceeds that of
the worst drug
_addicts. :

Only in
America has a
great middle
class survived the ravages of the
demon inflation; but here .in
Anmerica, théugh ‘scarred and bat-
tered by the malicious mistreat-
ment. of twenty years, that class
still survives and, late as it is,
can, I believe, reverse the course
towards national bankruptey and
restore much of what we. have
lost-if they will; acting in their
own real selfish interest, forget-
ting parties and partisanship,
spurning -Santa Claus as a false
Glod,. chcose honest,
patriotic men-to lead us forward
on the road the Founding Fathers
visioned and on which we so long
successfully ddvanced. Can such
leaders be found today? Of course

Orval W. Adam-s

they - can, and in both political”

parties,"’

First and foremost, never falter-
ing for a moment, looms Harry
F. Byrd of Virginia. He has con-
sistently. opposed from its begin-
ning in 1933, the construction of
the pipeline from the U. S, Treas-
ury into the pockets of the unsus-
pecting voters. Even during the
reign of Roosevelt, Hopkins, Ec-
cles and Keynes, the deficit quads,
and all the way down through. the
present administration, through
all the years of the destructive

‘policy of tax, tax, spend, spend,
elect and elect, his warning voice

has been heard. Virginia’s Harry
Byrd is unquestionably “The Paul
Revere of These Latter Days.”
Younger, less well known,; but
of proven worth is Utah’s Gover-
nor, J. Bracken Lee. Able, honest,
witfl a courage proof against all
pressure groups, possessed of an

. inhate knowledge of government,
-he has in his first term made a

record: of rugged American lead-
efship which stands unsurpassed.
He is truly “An Oasis” Governor
it a: Desert of Deficits.”

I need not add the names of
those * great Americans - whose
services during and since the war
years have been so freely given
but whose political affiliations —
if any — are unknown. Among
these men surely such leaders can
be found. .

Td you 50 million savings de- -

positors — yeu- 85 million holders
of life insurance policies — you
85 million who have purchased
United States Bonds — you old
folks — you who have earned

¥Concluding part of an address by Mr.

Adams before the Intermountain FElec-
trical Association, Salt Lake City, Utah,

Sept. 21, 1951.

intelligent, .

pensions " through self-denial and
restraint — to you, the voting ma-
jority in this land, I say, choose
from sueh men leaders to restore
intelligence, morality, a regard for
something ‘other than  your vote
to government, and “Save What’s
Lett” of your hard-earned sub-
stance and your priceless free-
dom, It is late, but not hopeless,
Remember, - if you neglect your
own' true interests and continue
to hearken to the spurious prom-
ises ‘of a wasteful and deficit
building. - ‘administration - when
casting your ballots, you, like the
people of so.many other lands,
may lose eveh the right to. vote
as you wish — and be reduced
to voting as told to vote, - X

It may come as.a shock to-you
to recall that Mr. Roosevelt, be-
fore starting the deficit debauch,
knowing the evils that would fol-
low as proclaimed by that great
Democrat Thomas Jefferson, said
in. October, 1932, when a candi-
date for the Presidency::

“The . credit of a nation, like
that -of a family, depends upon
living -within its income.” '

And Mr. Roosevelt added:

“But if, like a spendthrift, it
throws discretion to the winds and
is'willing to make no’'sacrifice at
all' in spending; if it extends its
taxing to the limit of the people’s
power to pay and continues to
pile up deficits, then it is on the
road to bankruptey.”. S

Surely we today have all
learned -the lesson -learned in
blood, sweat- and tears, that“thé
steps to despotism are, first na=
tional bankruptey, then chaos and
then dictatorship—ar_xd that a dic-
tator is nothing but a receiver for
and the inevitable product of a
nation 'gone bankrupt.

. We have been singing “God
Bless America” — and while we
held firm to our belief in free
enterprise, He did 50 abundantly.

-Now that we have adandoned
self-reliance perhaps we should
sing “God Save America,” We
need his help more than ever in
our history—and perhaps it will
ySome day penetrate our inte|lli%
gence that God helps those who
,help themselves. ‘

\
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‘Legal and Tax Problems

~ Inherent in Gifts to Minors

By MAYO ADAMS SHATTUCK* . -
Partner, Haussermann, -Davison, Shattuck & Fneld

Director, Boston Fund, Inc. .
- Fiduciary Advisor, Massachusetts Investors Trust .~

Member of Boston Bar and specialist 'on Trusts_and - Estate
: Plannmg, reviews legal matters relating to transfers of assets -
to minors and the tax problems incident thereto. Concludes: -

(1) outright gifts to minors-are very seldom advisable for the .-

2.~ man of average means; (2) miformal short-cut declarahons of .
trust for minors are dangerous quagmlres of legal uncertainty; .
¢ (3) irrevocable transfers in trust for minors can be used effi-

"_ciently in- relatively few cases where they fit into average'<"

fannly plans; and (4) use of revecable-trust' agreement for.
.. transfers to minors Jacks any substanhal virtue tax wise. -

'_The_ ) exquse - for 3 presentatlon of
this. sort -of inquiry, -if there be
valid excuse, flows: out of ‘every

_day practice. No. prospect -looms

more brightly
in the minds

. of present day,-

estate plan--
ning clients.: -
(and no pros- -,

Bo pect "is" ‘more

fraught " with:
entangling:
dangersto:

“"thoseofus |

who are estate

planning;

counsel!) than

"the transfer of .’

important
family . - assets
to rinor chil-
dren-and
grandchildren,  The preliminary
scene is almost monotonously fa-=

: Meyo AA. Shattuck

miliar to those of us who have’

the enjoyable privilege of desig-
nating the modern family plan for
the average successful American
businessman. - .

Your client sits before your
After indulging in his own private
characterization of - the _endless
tail-chasing process to which most
heads of families in this republic
have been condemned -he reveals
hlS ‘assumption that' you will be
able to recommend -a -very ‘few
simple steps, by :way: of family

" transfer - of family assets, .which’

will cure everything, tax wise and
yet . leave the: srtuatlon entirely
feasible'in. the “practical” sense:

. In' the- first - place' he “thinks—or

he thought at least (for coritinued

_warnings have:somewhat tended

to ‘changes his mindin this" ré=

‘spect), ‘that you -ought to be able

to avoid all fuss and feathers about

.lengthy wills ‘and " trusts by some
" sort of simple joint  tenancy ‘ar-

rangement. :But he also supposes,
and here he definitely needs some

..elementary instruction,: that. the

family assets ought to. be divisiblée
in some fashion, among. the chil=
dren, ‘or- the, grandchxldren or
both,. so ‘that everyone in the
family ‘will "have a comfortably
srhall “fortune; so that no. one in
the famlly will remain wealthy;
so that, in short, the deep bite of
the surtax will bé avoided as ap-

. plied to his family property. That,

indeed, is the ' estate- planning
iunctmn as he sees it—to mitigate
and, wherever possible, avoid this
ruipous " present .sacrifice to the
tax . collector .and yet to.bring
about, tentatively, the sort-of dis-
tribution of .the family -property
which ultlmately would become
absolute.

-What our client appears ‘to de-

sire, in perfectly good. faith, is

this.' He desires to--arrange an

. @ priori: allocation® of what- prop-

erty he:has managed to get tos

gether among the members of his .
. family; a sort of private *

‘share-
the-wealth” program. There are,

: *An address. by Mr.

Shattuck before
the '47th Meeting of the. American Bar

- Association, Trust Division, New York-

City; Sept. 17, 1951. -Assistance in
preparation: of this address by Philide
Endi-
cott, Esq. of the Boston Bar and by
Dmght Rogers,- Esq. of the New York
Bar is gratefully acknowledged.

of course, some mental reservas=
tions, He has.long been head of

the; family and he expects tc re--

main_ heac_l, of, the family at -least
_ while he is active and well, “For

- the good- of. the ‘individual‘mem-

bers of the family. he expects, in
times of bad luck, to'be able to

. resume: comimand" of <the famxly

property. * - He ~does not expéct
strangers' to-dictate:to"him - sbout -

- family assets, or- mcome, even un-

der warrant of court.- If:5ome of
the members -of the group become
sick or “silly’’ he expects.to protect
them out of the allocated funds, He
does not expect, of course, to see
the family ‘enterprise end up, even-
after his death; let-alone’ during
his life, in the hands of strangers,
or be sold at a sacn_flce ‘He just
doesn’t see why this.sort of allo-
cation can’t be made—to be’ ad-
justed from time to time, if neces-
sary, as circumstances 'require—-
but to be’ taxable, at'least. until
adjustments ‘are made, on the
basis of a collective group of petty:
capitalists rather than on the basis
of one great big property: holder,
surrounded by a group of depend-
ents in every sense except the tax

-Sense.

You and I, of course, know that
he just can’t have what he really
wants. - But in a humanistic way
his viewpoint is reasonable.

can smoke,; drink, drive automo-
biles’ under license, get married,
have ‘children,- fight -wars ‘and’ do

a ‘good. deal of useful-work -before’
‘He certainly knows," ||
from- hard ‘experience, that they-

they are 21.

can receive money and -spend it.
He never heard: of the, silly- rule,

in some states, that even’a mar= .\
ried. minor, a. father or mother; ||

can’t’ ‘make: a: will." . He. :would

“think . it incredible that’ limijta- |
tions: could .exist at law. upon use.’

of the ‘individual property of ‘a

minor ‘to provide the minor with .

food and. clothes and education—

ne matter how well able his |}

parents might be to support him.
He' knows wvaguely that a-minor
child of certain qualifications can

.testify in court; he also knows that

minor. children ‘can be, and' are,
¢ivilly and criminally’ responsible

for-wrongs - they do to-individuals-

or to society.- How then can it be,
says “he;- that -the law is stupld
enough 'to place a complete ‘and
paralyzing -risk upon the manjpu-

lation-of property by a minor?
‘He eannot-be exnected to know,

however reasonable minded his
nature, of the great lines of tax
authority.  He wasn’t in the court
room -when the Supreme. Court
promulgated -the test: of family
economics; ‘as opposed. to legal

ownership. He has supposed, just’

as you and I did for years; that
the test .of ownership and taxa-
bility would be legal, .not . eco-
nomic;
he is obliged at law. to- support-his
wife_and minor children, but he
cannot be presumed to know that
if. he makes an irrevocable trans-
fer or settlement for that purpose,
and has in fact lightened his-eco-

nomic burden, the future income

is to that extent to be regarded as ||
If he-purchases life"

his income.

He’
knows' that ‘his son- and daughter- ||-

‘He has a dim notion that -
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insurance he understands, of

" “course, that he obtains a certain
"satlsfactlon but if he sets aside

funds, in the hands of some
stranger and - completely beyond
"his control, to pay the premiums
he finds 1t somewhat difficult to
understand -how it is that the in-

. come from those funds is still re-
- .garded as though he had received

it. - He 'appreciates’ vaguely, also,

‘v that-he oughtn’t to be able to have

his "‘cake and eat: it too, but :if he

_sets aside a fund for his children

from which. it is clear that he ‘can
never receive ‘any benefit he may
be pardoned for not realizing that
even a few controls, designed only
to protect the beneflclanes thay
result ‘in a‘continued taxation to

him, - -

- Perhaps, _therefore,  we must

fprepare to inistruct our clients, in

as .simple terms as’ possible; in
:the substantive law and the. tax
law  with. relation - to. property
transactions eoncernlng minors.
Perhaps our first job is to become
teachers in-a sort of human ele-
mentary - school. .. This paper is
prepared. for that purpose.. The
substantive’ law. 'in this area is
reIatzvely simple, though not_al-
ways. defensible. The ' tax law'
and regulations- in ‘this area, like
‘much :of .our tax - structure, - is
tangled and full of thorns beyond
belief: a' system which' so confi-
dently announced, during its own
‘minority, that it proposed to cut
‘through  artificialities ‘and’ deal
‘with7solid realities has ended by
becoming nothing 1e§s than a
schizo-phrenic. adult!

The Substantive’ Law—Outrlght
Gifts' -

Flrst let us notice one of those
pecuhar mental gyrations, so char-
acteristic of ‘the common law and
based not on logic but on experi-
ence and. the necessities of the
case.  Speaking broadly, the law
does not forbid a minot to enter
into property transactions, or to

hold property or to dlspose of it.
The law even allows a minor to
hold property in trust for adults.
Only in a very few instances is
the minor flatly denied power to
do what an adult can do. with
respect to property. Those excep-
tional instances are rooted in
what -may be called " privilege
statutes—such as the statute, of
wills. Out of deference to actual
custom ‘and history, in short, the
law speakmg broadly, says that
a rnmor is not under disability
with relation to the power to re-
ceive, hold and drspose of prop—
erty

The precautions adopted by the
law' ‘with relation to a minor’s

trapsactions., in property . is, .un- .

fortunately for those who deal
with minors, much more disturb-
ing as a practicak matter than the
complete and final imposition of
legal disability,. It gives a privi-
legé to ‘the minor,
operative long-after the event, to
disaffirm. -most of ~his property
transactions. This privilege. 'is
strictly ‘personal-and is therefore
applicable only to the minor’s in-
dividual affairs, but it applies to
nearly all of the property trans-
actions in which the minor can
possibly . partxmpate in hls own
property interest: § Y

(a) The minor may av01d any
agency created by him.’

(b) The minor may dlsafflrm
any purchase ' madé by . him,
whether of real’ estate or of per-
sonal property,

(c) The ‘minor may disaffirm
any sale made by him, whether of
real estate or of personal prop-
erty.

(d) The minor may disaffirm
his obligations on negotiable in-
struments, even though the in-
strument be in the hands of a
holder in due course.

(e) The minor may disaffirm
securlty transactions, -whether - of
purchase, sale or pledge.

(f) The minor may .disaffirm

oftentimes’
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his receipt of distributions of leg-
acies, distributions from trustees,
and the like. .

Disaffirmance is permitted, nor-
mally, so far as concerns personal
property, not only during minori-
ty but for a reasonable period
after the attainment of legal ma-
jority, Cases indicate exercise of
the power to disaffirm at various
times through periods extending
years after majority; the period
may, like the period of laches, be -
foreshortened or lengthened by .
the c1rcumstances of the case, .

"There are, to be sure, statutory
ameliorations of these severe ‘re-
sults, usually designed to make
certain types of isolated transac-
tions feasible. Typical are the
prov1srons relating to: .

(a) Life Insurance Polzctes In
Massachusetts, New York, New
Jersey and in some other Juris&lc—
tions the right to disaffirm life
insurance contracts has been cur-
tailed wunder certain ' circum-
stances: = '

(b) thhdrawal of Bank De-
posits.’ In some  jurisdictions  a
minor has been-deprived of his
right to disaffirm-a withdrawal
from bank of money deposited im
his name by himself or another.

(c) 'Ownership - of Government
Savings Bonds. = °

There are, also, other amehora-
tive common-law doctrines, such

. as those which are concerned with
»* the ‘acquisition of necessities and

those related to the status: of
emancipation, which tend in some
jurisdictions to make this unstable
and tricky principle of minor ir-
responsibility more bearable in a
workaday world. But I think I
need not say more -to. make it
plain that whenever a client pro-
poses to transfer a considerable
property to a‘ minor, by way of
gift, and then to trust to luck as
to the future both ‘of the property
and of the minor, it is our positive

Continued on page 28
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Dealer-Broker Investment

Recommendations and Literature

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

Common Stocks for Investment—Tabulation—Eastman, Dillon
& Co., 15 Broad Street, New. York 5, N. Y. Also available is
a list of Common Stocks Favored for Appreciation.

Equipment Trust Certificates—Semi-annual appraisal—Stroud

& Co., Inc., 123 South Broad Street, Philadelphia 9, Pa. Also .

avaxlable 1s a seml-annual appralsal of City of Phlladetphla.
Bonds,

Favorite Fifty—Analysis showing, by dollar value, the listed
stocks most popular with professional management—Ralph
E. Samuel & Co., 115 Broadway, New York 6, N. Y.

Graphie Stocks—September issue contains large, clear repro-
ductlons of 1,001 charts showing monthly highs, lows, earn-
ings, capltallzations volume on virtually every actlve stock
on the New York Stock and Curb Exchanges—single copy
$10.00; yearly (6 revised issues) $50.00—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,

Machine Tool Industry—Analysis of outlook—Cohu & Co.,
1 Wall Street, New York 5, N, Y.

New York City Bank Stocks—Third quarter comparison and
analysis of 17 New: York City Bank Stocks available Oct. 8
~Laird, Bissell & Meeds, 120 Broadway, New York 5, N, Y,

Opportunities in Department Store Equities—Study—Smith,
Barney & Co., 14 Wall Street, New York 5, N. Y, Also avail-
able is a- Railroad Stock Exchange Suggestion.

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.
; Retirement Plans—Folder discussing the setting up of profit-
-. sharing plans for executives and employees—W, L. Morgan
+ & Co., 1420- Walnut Stret, Philadelphia 2, Pa.
Sterling Devaluatlon—-D1scuss10n-——Dean Wltter & Co., 14 Wall
- Street, New York 5, N.

Television Industry—Analy51s——-Suttro Bros. & Co., 120 Broad-
way, New York 5, N. Y. ‘

Value Selections for October——Lea(let—Newburger & Co., 1342

Walnut Street, Philadelphia 7, Pa.

What Every Salesman Should Know About Mutual Investment :

Funds-—Sales training manual—leather loose-leaf binding——
$10 per copy—National Securities & Research Corp., 120
Broadway, New York 5, N. Y,
: R e ;

American Car & Foundry Company—Pamphlet—W, C. Langley”
& Co., 115 Broadway, New York 6, N. Y,

Americ'an Chain. & Cable Co -—Memorandum——Auchmcloss,
Parker & Redpath, 52 Wall Street, New York 5, N. Y,

Bingham-Herbrand— Analysis—L, Johnson & Co., State Tower
Building, Syracuse 2, N. Y. Also available is an analysis of
Buffalo Eclipse,

Bowman Gum, Inc.—Circular—Frank C: Mastelson & Co., 64
Wall Street, New York 5, N. Y,

Caspers Tin Plate Company—Analysis—Dempsey &. Co., 135 :

South La Salle Street, Chicago 3, Ill.

: Chicago Pneumatic Tool—Memorandum———Shaskan & Co., 40
Exchange Place, New York 5, N, Y.

Consolidated Engineering Corporation—Special report-—Wal-
ston, Hoffman & Goodwin, 265 Montgomery Street, San Fran-
cisco 4; Calif. Also available is an analysis of ‘Plomb Tool
" Company,

Crane Co.—Memorandum—Stanley Heller & Co., 30 Pme St.,
New York 5 N. Y.

"
‘
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Electric Boat Company—Data in current issue of “Gleanings”
—Franeis I, du Pont & Co., 1 Wall Street, New York 5, N. Y.
In the same issue is a list of 40 stocks with relatlvely high
excess proflts tax exemptions. Also available is a bulletin
discussing price movements of Railroad vs. Airline shares.

Flectric Bond & Share Company—Analysis—H. Hentz & Co.,
60 Beaver Street, New York 4, N. Y.

First National Bank of Boston—Table of equivalents of stock
and rlghtc——The First Boston Corp., 100 Broadway, New
York 5, N. Y

Gardner-Denver Co.—Analysis—Newborg & Co., 30 Broad St.,
New York 4, N. Y.

General American Transportation—Data in current isSue of
“Selected Stocks"—A M. Kidder & Co., 1 Wall Street, New
York 5, N. Y.  Also in the same issue are data on American
Steel I‘oundrles, Northwest Airlines and American Telephone.

General Portland Cement Company—Analysis—Cruttenden &
Co., 209 South La Salle Street, Chicago 4, Ill. Also available
is a memorandum on Robert Gair Co.

George A, Fuller Company — Analysis — Dreyfus & Co., 50
Broadway, New York 4, N. Y,

Lone Star Steel Co.—Memorandum—EKerr & Co., General Pe-
troleum Building, Los Angels, Calif,

Mississippi Highway. Revenue Obligations—Chart—Ira Haupt
& Co.; 111 Broadway, New York 6, N. Y, Also available is
a review of St. Louis-San Franclsco Railway, and an analysis
of Yowa Electric Light & Power Co,

Mountain Fuel Supply—Analysis—Edward L Burton & Co.,
160 South Main Street, Salt Lake City 1, Utah. Also avail-
able are analyses of Equity 0Qil and Utah Southern Oil.

Niagara Mohawk Power Corporation—Study—Kidder, Peabody
& Co., 17. Wall Street, New York 5, N. Y.

Placer Development Limited—Analysis—John R. Lewis, Inc.,
1006 Second Avenue, Seattle 4, Wash.

Riverside Cement Company — Card memorandum — Lerner &
Co., 10 Post Office Square, Boston 9, Mass. Also available is
a memorandum on Gear Grinding Machine Co. and on Seneca
Falls Machine Co.

Seneca Oil Company—-Analyszs—Genesee Valley -Securities
Co., Powers Building, Rochester 14, N.' Y.

U. S. Thermo Control——Data—Rayrnond & Co., 148 State St.,
Boston 9, Mass. Also available is information on Thermo
King Ry. )

West End Chemical—Circular—J.  F. Reilly & Co Inc, 61
Broadway, New York 6, N. Y. Also available is a clrcular on
Lone Star Steel.

Foote Bros. Gear Machine
Portsmouth Steel
Detroit Harvester
Art Metals Construction
Valley Mould & iron

Over-the-Counter
" neavy Industry
T TR Y

Stocks
Primary

Markets

TROSTER, SINGER & Co.

Members: N. Y. Security Dealers Association
74 Trinity 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-8t. Louis

/fraser. stlouisfed.org/ __

NOTES FROM THE CONVENTION

Jack Rohde of John R. Lewis, Inc., Seattle, and his wife Vera,
celebrated their 13th wedding anniversary on Sunday, Sept.. 20,

~ and were given-'a great big hand by all. This charming couple is

wished many more happy years by all.

All those -attending the convention are most thankful to
Dempsey-Tegeler & Co. who have presented a “Guest Pac” with
their compliments to all attending ‘the convention, Included are
Bromo - Seltzer, Cashmere Bouquet hand lotion, Vaseline Hair
Tonic, Abrosia facial ¢leaner, Avon Sachet, Rayve Creme Sham-
poo, Pepsodent toothpaste, Palmolive shaving cream, etec., ete.

SAN FRANCISCO TRADERS INVITE

The San Francisco Security Traders Association is inviting
all NSTA members at the Convention to be their guests on Mon-
day, Oct. 8, starting with cocktails at 7 p.m. in the Terrace Room,
followed by dinner, which will be mformal in the Tonga Room,
both at the Hotel Fairmont.

SECURITY TRADERS ASSOCIATION OF NEW YORK .
Security Traders Association of New York (STANY) Bowling

League Standing as of Sept. 27, 1651 are as follows:

TEAM

Burian (Capt.), Siepser, Gronick, Growney, Kalser

Mewing (Capt.), G. Montanye, M Meyer, La Pato, Klein

Leone (Capt.), Tisch, Pollack, Nieman, Bradley

Hunter (Capt) Claxg Frederlcks, Weseman, Lytle

Kumm (Capt:), Gehegan, R. Montanye, KraSSOWICh Manson_ .

Goodman (Capt.), Weissman, Farrell, Valentine, mlth

Serlen (Capt.), Gold, Krumholz, Young, Gersten

Greenberg (Capt.), Slegel Cohen, Sullivan, Voccoli

Krisam (Capt.), Gavin, Gannon, Jacohs, Murphy

Donadio (Capt.), Rappa, O’Connor, Whiting, Demaye

H. Meyer (Capt.), Swensen, A. Frankel, Wechsler, King

Bean (Capt.), Lax, H. Frankel, Werkmeister, Reid

200 Club 5 Point Club -

J. Sullivan Hank Serlen
C. Kaiser Willie Kumm
N. Krumholz : 3

SECURITY TRADERS ASSOCIATION OF NEW YORK

The Nominating Committee of the Security Traders Associa-
tion of New York will hold an open meeting at the Antlers
Restaurant, 67 Wall Street, New York City, at 4:30 p.m. Oct. 15.
Members of the committee are John M. Mayer, Merrill Lynch,
Pierce, Fenner & Beane, Chairman; Louis A. Gibbs, Laird, Bis-
sell & Meeds; Michael J. Heaney, Michael J. Heaney & Co.; Milton
Van Riper, John C. Legg & Co.; and Arnold J. Wechsler, Ogden,
Wechsler & Co.

Points

Thursday, October 4, 1951 -~

COMING
EVENTS

In Investment Field

Oct. 8, 1951 (San Francisco, Cal.)

San Francisco Security Traders
Association Cocktail Party and
Dinner at the Hotel Fairmont.

Oct. 12, 1951 (Dallas, Tex.)

Dallas Bond Club annual Co-
lumbus Day outmg at the North-
wood Club.

Oct. 15, 1951 (New York City) °

Accounting Division of Associa=-
tion of Stock Exchange Firms
annual dinner and election at the
Henry Hudson Hotel.

Oct. 16, 1951 (New York City)

“Feminine Fame and Furtune”
Second Anniversary Dinner.

Nov. 9, 1951 (New York City)

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

Nov. 21, 1951 (New York City)

. Association of Stock Exchange
Firms Annual Meeting of the
Board and Election. )

Nov. 25-30, 1951 : (Hollywood
Beach, Fla.) :
Investment Bankers Assoclaﬂo.
Annual :Convention: at the Holly=-
wood Beach Hotel..

'FHLB Notes on Markel

" Public offering of two new note
issues of the Federal Home Loan
Banks, aggregating $123,000,000,
was made on Oct. 2, 1951, through
Everett ‘Smith, fiscal agent.  The
issues consist of $63,000,000 Fed-

-eral - Home Loan Banks 2.10%

series E-1952 non-callable con=-
solidated notes, dated Okct. 15,

-+1951, and due March 14, 1952, and

$63,000,000 Federal Home Loan
Banks 2.20% ‘series F-1952 non-
callable consolidated notes, dated
Oct. 15, 1951, and due June 13,
1952. The notes are priced at par.
Proceeds from the offering, to~ .
gether with current funds of the
Banks, will be used to retire
$60,000,000 series G-1951 2% con=

‘solidated notes and $70,000,000

series 1-1951 213% consolidated
notes, both- maturing Oct. 15, 1951.

.Upon completion of the present
financing outstanding obligations
of the Federal Home Loan Banks
will have been reduced to $493,-
000,000, from $497,000,000 cur-
rently outstandmg

Delivery .of the: notes will be
made either at the Federal Re-
serve Bank of New York or the
Federal Reserve Bank of Chicago,
or both, at the option of the sub-
scriber, !

With Bailey & Davidson

(Special to THeE FinanciaL CHRONICLE) A
SAN FRANCISCO, ' Calif. —
James H. Spaulding is now' asso~
ciated with Bailey ‘& ‘Davidson,,
145 Sansome :Street; members of
the San Francisco Stock Exchange.

Joins A. G. Becker Co.

‘ (Special to THE FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif.—
Charles Dreifus, Jr. is with A, G.
Becker & Co., Inc., 465 Cahforma
Street.

With G. H. Walker & Co.

Sherrill Kent is associated with
G. H. Walker & Co., 1 Wall Street,
New York City. Mr. Kent was
previously with Kldder Peabody
& Co.

With Arnold, Cassidy

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Robert
T. Wilson has become affiliated
with Arnold, Cassidy & Company,
448 South Hill Street.




Volume- 174 ‘Number 5052 .

“Allce in Wonderland’ . E_cononucs

; ST By WALTER K. GUTMAN*

Senior Analyst Goodbody & Co.
Members, New York Stock Exchange

Mr. Gutman, after condemmng lack of ophmlsm of busmess-

men, economists, security analysts and “‘ordinary people,”
says we are aclnevmg an economic victory and, despite- diffi-

culties, greater discoveries and“improvements for economic

betterment and greater individual riches are still to come.

Points out solution of economic problems lies in- hands of

scientists ‘and businessmen, and says creative talents will be -

open to businessmen on larger scale. Favors chemical indus-
tries as field for investment.

I think the abiding weakness
of businessmen, economists, secu-
nty analysts and ‘ordinary. people
- is plain lack of optxmxsm It is
‘clear that by
looking at the
past .you can
see that the
great mass of
people who
have so far
lived on earth
have never
realized or
even faintly
realized” their
potentialities,
The  world is

over three bil-
~ lion years.old

and the histo~
ry of man so
far is traced 150,000 years back,
and of these 1500 centuries of
known human life, man has lived
in a wonder-world of facts for
not more than 100 years, a trifling
percentage of the total time. If
one reads economic - history one
cannot help but be impressed by
two things: —(a) the enormous
poverty of people prior to 1850
and. (b) the enormous speed with
which . people have come out of
their dreams and have begun' to
live a really rich life on earth
since 1750. It was in 1850 that the
* awakening of the dream began
to show spectacular results.

The reason for the perpetual
pessimism of human beings is
simply this enormous experience
with poverty and difficulty and
the suddenness of the change from
a life of extreme hardship to a life
in “which “material comfort and
safety is widely enjoyed. In other
words, most of us cannot yet real-
ize the historical change that has
occurred and how foolish it is not
to be optimistic. From the point
of view of the practical investor
this means that most of us miss
our opportunities. We miss our op-
portunities not because we don’t
see them, but because we don’t

_ have an optimistic faith in them,
The reason I think there is some
practical use in looking at eco-
nomic history is that it can deepen
our optimism as. investors or’ as
advisors to investors and it can
enable us to more fully exploit
our opportunities when we: see
them. -

Walter K. Gutman

No Interest in Business History

One of the remarkable facts of
business history is that there has
been very little interest in it. So
far as I know, only one book has
been. written specifically on the
history of the businessman; this
was by Miriam Beard in 1938. In
the field of economics, economic

_theory preceded systematically-
documented economic history by
150 ‘years. In the light of what
present day economic historians
are ‘discovering, the theories. of
Smith, Marx, Veblen-and Keynes
are more remarkable than their
grasp of the facts. They simply

. . did not possess the facts because

there was not a sufficiently large
: body of historical research going
on in the old ordmary documents
of business to give them the facts.
Today, however, we can benefit
from fine lnstonc studies and we
know much more about what was

*An address by Mr. Gutman before
the Bcstor Investment Club Boslon,
. Mass., Sept. 26, 1951, - .

e

actyally happening in past cen~
turies.

I make no pretense .in being
myself a scholar and I woulcl like,
therefore, to give you the*names
of the books I have been reading.
These are only a few in number,
but they contain an enormous
amount of. information.' War and
Human Progress by John U.- Nef,
Harvard 1950; Human Fertility by
Robert C, Cook, William Sloane.
Assoc. 1951; and The England of

'Elizabéth by A. L. Rowse, Mac-

millan 1951.

One of the striking facts
brought out by Nef in “War and
Human. Progress” is that in past
centuries metals played a minor
role in economics. As late as the
17th Century, a French writer on
economics, Antoine de Mont-
chretien, listed five basic com-
modities. These. did not include
any metals. The five were—salt,
wheat, wine, wood and flax. Of
these only one is now basic to the
American economy. Sully wrote
that “husbandry and pasturage
were the two breasts of France,

. . The Commercial and Financial Chronicle

thmg agalnst spiritual. value 1
think ‘it is important for busmess—
men" to realize. that ‘the: “flesh
‘pots”-have never been given a fair
test. People have never been- able

 to enjoy. luxury on a wide scale.

Therefore, those of us who have-
had some taste of delightful liv-

.ing also have had a feeling of guilt
- mixed with our feeling: of delight.
. -The flight from the “flesh pots”

to spiritual ,values which is fairly
characteristic of people who have
had a good time: first; is not a
proper ‘test of .the value of either
the -spiritual life or the 'material
life. Until so much material goods
have .been produced that a life of
pleasant economic satisfaction is a
.universal ' experience such tests
cannot be made. Only " after the
econorhic problems have 'been
solved can we really go on to the
solution of emotional and splrltual
problems. So long as -economic
problems are unsolved there will
remain a tendency to use spiritual
values as an excuse and substitute
for the failure to solve economic
problems and this in turn will
vitiate the power of’ spiritual and
intellectual leadership. Thus,
whether one does like the “flesh
pots” as I do or desires to re=
nounce them-as many people do,

.the problem still remains an eco-

nomic problem. We cannot fully
enjoy life of any sort- until we
have solved it.

Solution in Hands of Scientists
and Businessmen

The solution of the' economic
problem is in the hands of scien-
tists and businessmen. The rela-
tionship' of scientists and busi-
nessmen is more complex than is
easily realized but it is clear that
this relationship is the one which
has brought us out of the dream-

the true mines and treasures of world and into a real world. of

Peru.”

In fact, the anc1ent peopies and
the more artistic and non-com-
mercial of the peoples of rela-
tively modern times had somewhat

growing magnificence. Without
the understanding of the laws of
nature which scientists have, busi-~
ness men could not create the mass
of pew wealth which we enjoy;

of a prejudice against breaking but without the understanding of
the crust of the earth and finding business, without the enthusiasm
riches underneath. The enormous for- new. practical developments and obvious motive and.does not

wealth discovered by the Span-
iards in South America seems to
have been something of a shock
to their European rivals. In the
late Roman republic, legislation
against mining in Italy was ac-
tually enacted. according -to Nef,
People felt there was something
unnatural about forms of econom-

ic production which did not seem’

to have the natural blessing of
nature itself.

A symbol of this reluctance to
tap forms of wealth which nature
or heaven did not hand out to
humanity faxrly willingly is ex-

.emplified in' a limited group of

chemicals available until relative-
ly recent times. The- principal
chemicals known to the ancients
were: acetic acid, alcohol, sugar,
soaps, indigo, allzarm tyuan pur-
ple. Three of these were dyes.
the 18th Century a single chemist,
Scheele, discovered as many new
chemicals as the ancient world
knew altogether. These were—
tartaric, lactic, hydrocyanic, citric,
malic and oxalic acid, and glycerol

An Economic Victory Achieved
Because of the enormous intel-
lectual inhibition ‘which blanket-
ed humanity until recent centu-

ries and especially until recent .
years, there was no possibility of .
‘solving economic problems in a

practical way. In-other words,
there was not the slightest possi-
bility of producing enough goods
to make the majority of people
happy in terms of material com-
forts of life. It is largely because
of this impossibility of economic
solutions that people turned to
dreams for their happiness; and
when dreams faded they turned
to a discussion and a search of
spiritual values. Even today in the
midst of our enormous progress
toward economic' improvement, a
great many people renounce the

_economic victory we are achiev-

ing and attempt to wade along the
old route of spiritual values.

-While I do not wish to-say-any~" *

In

and the courage to make practical
decisions, science would not get
products much passed its test
tubes.

Penicillin was discovered by a
scientist in 1929 and was made a
commercial reality by business in
1943. This is a perfect example of
the productive relationship of bus-~

iness and science and the mneed

each have for thé other. When the

scientists first thought' that. peni--

cillin should be produced in quan-
tity their idea’'was to make it in
numerous small glass flasks. It
was quickly noted that even  to
meet the relatively small require-
ments which were estimated at
that time,; it"would be necessary
to have more bottles growing
penicillin. than there' were milk
bottles in the United States. It was
the. businessmen running Chas.
Pfizer who developed a technique
of large-scale production. It was

large -scale production which:

turned a wonder of science into
a,wonder of economics and a bless-
ing for humanity,

Businessmen have a -great job S
to accomplish but generally they
don’t know it because -they don’t
think in either historical or philo-
sophical terms. Because they don’t:
have an historical understanding
of times and a philosophical con-
fidence in the greatness of their
mission, businessmen Yack a really
deep conﬁdence in the future.
This is the reason why so many
of us as investors fail to exploit
our opportumtles, we really just
don’t believe in the great events
of the future.

This lack of historical and philo-
sophical confidence: is. one of the
traits that distinguishes business-
men from artists, writers, musi-
cians, doctors, soldiers and scien-
tists. - There is a mass of historical
writing on all these professions.
The members of these professions,
derive: faith in themselves from
their contact with history and the
confidence this gives them in the
importance of their mission,

(123) 9

ested i in the creation of more busi-
ness. ' The huge fortunes which
have grown rapidly in the last 15
years and which are exemplified
by the names Dow, Abbott, Searle,
Merck,’ Pfizer, - American Cyana—
mid, ete., are the results of a cfe-
ative husiness activity rather than
the profit motive. Quite a few
businessmen have missed oppor-
tunities’ because of the profit mo-
tive, In other words, they have
been waiting for the next depres-
sion when they could buy bar-
gains and since there has been no
depression they have failed to
make huge profits. Businessmen
who have actively created new
wealth have amassed fortunes de-
spite all impediments of taxes and
government regulations. They
have amassed them with scarcely
any attention being paid to the
shrewd arts of business.

Again, a look at history enables
us to see why these fortunes have
been made without the exercise of
‘typlcal business shrewdness” and
why in the past business shrewd-
ness was so essential.

In the past, productivity was_
so low, the knowledge of natural
laws was so meager, that a busi- -
nessman had little scope for his
creative talents. He had to make
money by being'shrewd. For in-
stance, in the 16th Century total
production of iron in Western Eu-
rope was no more than 140,000
tons a year. Two centuries later
it was no more than 200,000 tons
a year. So iron and. steel  were
extremely scarce commodities. It
was essential for people to-hold
on to them from generation to

. generation and the only way to

- grow- wealthy ' in terms- of iron

A Narrow Conception of Profits

The objective of ' businessmen
has been stated much' too nar-
rowly, far too much attention has
been paid to the profit motive and
there is too'close an association
between business and.a narrow
conception of profits. After all,
the profit motive is a very natural

need much more comment than
other primitive motives such as
eating or going to the bathroom,
The deep motive of business is
the creation of material wealth,
As material wealth increases, prof-
its automatically increase, The
great ‘businessmen I have met
don’t seem to be greatly activated
by a personal interest in money
but they are tremendously inter-

was to be hard and shrewd. When
modern techniques of mass pro-
duction were developed something
less than 100 years ago, it became
possible to make more money by
producing than by trading. It is
worth reflecting that Andrew Car-
negie, who went into the steel busi=~
ness about 1865, retired from that
business 35 years later with a
fortune of $250 million, It did not
take Carnegie long to make that
huge fortune and it did not take
the country long to change from
an economy in which iron was
scarce to one in which it was plen=
tiful. The fortune of Carnegie can
easily be traced to the discovery
of the Bessemer process by a Brit-
ish' scientist. This was made in

Continued on page 26

Incorporated

October 2, 1951

Hornblower & Weeks
Paine, Webber, Jackson & Curtis
Dean Witter & Co.

This is not an offering for sale or an offer to buy or a solicitation of an offer lo buy these shares.

The offering is made only by the Prospectus.

219,000 Shares

The McNeil Machine & Engineering Company

Common Stock

(ParValue $5 per Share)

Price $11.25 per Share

Copies of the Prospectus may be obtained in any State Irom":'only,
such of the several Underwriters named in the Prospectus, including
_ the undersigned, as may lawfully offer these securities in such State.

McDonald & Company _
Blair, Rollins & Co. Hemphill, Noyes, Grallanl; Parsons & Co.

Merrill Lynch, Pierce, Fenner & Beane
Shields & Company
Paul H. Davis & Co.

gitized for FRASER
p:/ffraser.stlouisfed.org/ \'




- Faults and Friclions in .
Our Banking System

By ALLAN SPROUL*
Federal Reserve Bank of New York

i

10 (1254)

President,

Asserting bankers fail to give voice to underlying philosophy
of its changing role in the economy, Federal Reserve Bank
President accuses them of undue sensitiveness degenerating
into obstructiveness, to centralization of power. Advocates
supremacy of Federal Reserve among banking authorities, and

lauds “workable accord” between Treasury and Federal Re-
serve Board. Lists points of friction in banking controls and

supervision, and urges State bank supervisors “to help bank-
ink find its voice.” ABA President refutes criticism banking
leaders take negative attitude on national and financial issues.

Both because of what I am
going to say and because of things
that have been said in the past
which have caused some friction
among us,

-must begin

. three

by putting
things
straight.

First, I am

" speaking only

for myself, 1
have not been
charged
or briefed
to speak for
the Federal
Reserve Sys-
tem,

Second, I
think bankers
are just like
other people-—
no better and no worse. I do not
share the view of their eritics

Allan Sproul

. that they are all unprogressive or

lacking in the qualities which
make our economic system work

so well. Theirs is a highly regu-

lated business, It no longer has
the scope or the freedom of the

. great industrial and commercial

undertakings, and it therefore no
longer. produces the names and the
news that excite the imagination
of the public, and create the fact
and the fiction of-our business
literature. But banks and bank-
ers still have great opportunities

. for constructive leadership in eco-

nomic affairs, I want those

..opportunities to be grasped and
. that leadership exercised.

Third, I am for the dual banking

. System and have never consciously

advocated anything which 1
thought would destroy that sys-

*An address by Mr. Sproul before the
Golden Anniversary, Convention of the
National Association of Supervisors of
f;;tle Banks, St. Louis, Mo., Sept. 28,

tem. A dual banking system is
consistent with the Federal prin-
ciple upon which this country was
founded, and under which it has
developed a responsive political
machinery and a bountiful eco-
nomic life. I would not want to
destroy it.

Now, if I am honest and if you
are tolerant, we can proceed with-
out suspicion of motives. There
will be no cards under the table.

Banks Not in Touch With
Social Movements

I have been and am greatly
disturbed by what seems to me to

be the fact that banking does not

speak with a voice that is in touch
with the great underlying social
movements of our -time, with a
voice that reaches the public and
enlists its support. I am not talk-

ing about‘ local issues or about"

individual banks and bankers, of
course. We all know of many
instances where the individual
bank or banker has done and is
doing a great community job. I
am speaking of those national is-
sues which involve the integrity
of our money, the functioning of
our central banking. system, and
the preservation of our private
commercial and savings banking
facilities. = And I am speaking
about the participation of indi-
vidual bankers and organized
banking in the democratic process
of hammering ' out solutions of
these problems,

The bankers and their organiza-
tions have been active and effec-
tive in securing legislative action
on some matters favorable to bank=-
ing and they have been even more
active and effective in ‘preventing
the adoption of a variety of meas-
ures unfavorable to banking, and
presumably, unwise in the public
interest. But bankers do not seem
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to have been able to give voice to

. an -underlying philosophy. of the

developing and changing role. of
banking -in the economy of the
country. If there has been:one
thread that has run through the
attitude of “bankers” and-‘“bank-
ing” in these later years, it has
been a high degree of sensitive-
ness to the centralization of power.
That is a good thing, in itself, but
the danger is that it will degener-
ate into mere obstructiveness, into
a wholly negative attitude, In
fact, if the charge of undue cen-
tralization of power can be leveled

. against a proposal, for whatever

purpose and on whatever grounds,
it is likely to obscure all discus-
sion of the merits of the proposal,
and to bring into opposition  a
large number of bankers and 'a
shifting group of supervisory au-
thorites. - It is somewhat like
pinning a pro-Communist label
on issues which we oppose.

If you look back over recent
years I think you will find that
this is what has happened. On

. the great issues of the times, in

the field of monetary and bank-
ing affairs, the banking com-
munity as a whole, or at least in
any organized capacity, usually
has taken a negative or neutral
attitude, It has left it to others
to propose broad legislative pro-
grams and to devise changes' in
our .banking and credit system.
And then, in combating flaws;in
such programs-and, proposed
changes, it has allowed :itself:to
be cast in the.role of opposition,
of resistance to change,

‘the . Currency and the Federal
-'Deposit Insurance Corporation, or
‘to play otf one of tnese agencies

against the other, is a disservice.

‘to' banking ana-to the country.
The  Fedeial Reserve System , is
primarily concerned with no less
-than providing those monetary
‘and credit conditions which will
: preserve the integrity of tae dol-
lar and facilitate the continuance
of a high level of prouuction and
employment - in° ‘this country.
There can ‘be no higher economic
aim and no more important eco-
nomic. task. = The primary and
essential role of -the Federal De-
posit Insurance Corporation is the
trusteeship. of a great deposit in-
;surance fund covering nearly all
of the banks of the country. The
- primary and essential role of the
" Office of the Comptroller of the
Currency ' is the chartering and
supervision, incluaing examina-
tion, of the national banks of the
country, ‘and the State banking
authorities have the same primary
responsibility with respect to the
State banks. To be sure, we are
all interested in a better banking
system, in-the soundness of the
“banks,. in improving bank capital
- positions,.in encouraging progress
.and. development in banking
methods and service to the public,

but it is not mecessary to permit.

these general objectives to
.scramble our functions, unless we
are really more interested in en-
trenched positions or greater
powers, than in these accepted and
approved goals.

" This 'is. not a question of per-

- -sonalities, nor of states’ rights and

Banks as Champions of . Divided
Banking Authorities :

In following up its antagonism
to too great centralization of au-
thority, the banking community
has also allowed, itself to appear.to
be the champion of divided banking
authorities at the Federal level—
a sort of advocacy of inefficiency
and. duplication—and .a not' un-
happy spectator - of - differences
between Federal and State au-
thorities. "As Bill Lyon. said last
year, there is sufficient difference
in the primary and essential func-
tions of the three Federal banking
agencies, and between them and
the State agencies, to.  provide
reason for the 'belief tkat there
might be division of authority
without sacrifice of effectiveness.
I have no hesitancy in-saying; as
I have said before, that the Fed-
eral Reserve System is and -must
be the most important: of the
Federal - banking agencies,” and
that attempts to line it up with
the Office of the Comptroller of

‘Dated October 1, 1951

Blyth & Co., Inc.

October 4, 1951.

This is not an offering of these Bonds for sale, or an offer to buy,
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* Copies of the Pro.
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dealers in securities and in which the Prospectus ma 1y legally be distributed,
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.the dual system of banking. I am
not' striking at the charm and
dignity of a Preston Delano nor
- the wizardry of a Maple Harl. I
am not seeking to undermine the
authority of State bank super-
-visors, I am asking why the voice
‘of the banking community has
only or largely been heard re-
peating slogans which excite or
‘exaggerate our conflicts' and our
differences. . This "-attitude has
been represented as an attempt to
preserve the checks and balances
--which are a fundamental feature
of our Federal system.
“characterized -it in the past as -all
check and no: balance. A sincere
concern: for ‘balance would find
‘the bankers of the country, organ~
--ized and as individuals, addressing
‘themselves to two fundamental
"questions, - ' What .is the necessary
“amount of intrusion by the Fed-
‘eral ‘and 'State ‘Governments in
‘the business of banking, consistent
with present-day concepts of so-
cial welfare, economic progress
‘and  democratic capitalism? How
should" this governmental partici-
“pation be*organized, and directed

{| ' so-as to bring the intended bene-.
- fits to-the public'while preserving

‘the maximum amount of individ-
ual enterprise and initiative in the
‘banking “business? - Except  for
pious platitudes, and vocal forays
against sin and .the' man-eating

* tiger, these questions are seldom

‘‘publicly discussed by the banking
.community. * 'An .organized and

 constructive attack on the prob-

Jlems—the . difficult .+ problems—
they involvje, is yet to be forth-

‘coming. . . .
" Subsidiary to:these general

. questions are a number of others.’

on which the banking community.
“might try to’ eschew the role of
"pressure- group for the  role of
Jbanking .statesmen.. What sort of

guidance or.leadership.or.educa- .

tion has been given to the public
and to the legislatures, Federal and
.~ State, on such "questions as the

integration- of- debt - management’

and.credit: policy; the present day

role of reserves in our banking’

system, branch banking, ‘the par

collection of chécks, selective cred-
. it "controls, and bank supervision

and examination, to. mention a few
-of the matters which have been
- the’ meat-of agitation and contro-
‘versy within the experience of all
: of us?’ o '

I have’

Problem of Integration of Debt
Management and Credit
Policies

The integration of debt man--
agement and credit policy is not -
an’ easy job in these days of a
$250 billion Federal debt, frequent
Treasury finaneing and an econ-
omy  which, more often than not,
requires . the discipline of credit
resiraint. Debt management and
credit policy cannot work sepa-
rately, but they can work badly
or well together. Fortunately, a
workable accord between the
Treasury and the Federal Reserve
System has been achieved, for the
present. ‘I cannot say that the
banking community helped much
in reaching that accord.’ Nor can
we rely indefinitely on the loose
formu'ations of such an accord in
a world of changing personalities
and' economic situations, \
. Here is a problem which must
be thought through and worked
out, if we are going to make it
continuously possible for general
monetary controls and debt man-
agement to do their jobs. I don’t
think there is any monetary
gadget which will enable us to
dodge this- fundamental problem.
It demands the best thought of the
banking community in its solu-
tion, and the support  of - that
community in making the solution
work. - Believing, as I do, that
effective general credit controls
are one defense against more di-
rect governmental intrusion in our
private and personal economic
affairs,- I -would say - that - this
problem is worthy of the thought
of anyone, or any organization,
interested in' fighting undue cen-
tralization of power. £

Questions Involved in Banking
and Credit Control

‘We have had the ‘question. of
bank -reserves presented as in-
volving socialism -and the confis=
cation of private property, or; as
involving the survival of the dual
banking system, whereas the real
ground of debate is the controi of
the money supply of the country,
and how it is to be exercised in
the public interest. ‘The essence
of central banking, and the pri~

-mary job of the Federal Reserve .

System, is control and adminis-
tration of the availability and cost
of bank reserves. The amount of
leverage the private banks-are to
have in expanding depositsand
investments ‘on -a given reserve
base is not a question of property
rights: or states’: rights, but: of
“coining - money and regulating
the value thereof,” a function spe-
cifically. conferred upon the
Federal Government by the Con=
stitution of the United States.” I
know, of course,:that when our
Constitution was written 164 years
ago these words applied . to metal
coins and their content, but, they
embrace the. present situation in
which readily . transferable bank
deposits. have' become - the prin-
cipal ' “money” of -the country.
This ‘process ‘of change and. de~
velopment was recognized when
State bank note issues were taxed
out . of existence. .That didn’t

.destroy the dual banking system,

but it did help to preserve our
monetary ‘system. g
Another question concerning
which there has been more heat -
than light is. the question . of
branch. banking. .It should:be
considered and .decided on the
basis of ‘the best.passible service
to the agricultural  and business
community ‘and’ to the public in
general. - It has been- too much
argued, ‘by. banks and bankers, on

‘the “basis -of " immediate :self-

interest, sectional'prejudices;‘)and'
the ‘competing ‘anqg -‘eonflicting:

‘claims and aims of ‘existirig insti~
-tutions, fighting- to preserve or

improve their positions, © -

" Par collection "of " checks has
been a matter of acrid controversy -
at least since the establishment of
the Federal Reserve System 37.

- Continued on page 17
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Are Taxes Threat to Private
Commercial Banking?

By MORRIS A. SCHAPIRO* )
President, M. A, Schapire & Co., Inc., New York City

Mr. Schapiro contends high Federal taxation of banks, by

holdlng rate of retwrn on stockholders’ capital unfairly low,

is major factor in withdrawal of pnvate capital from commer-

cial banking. . Denounces excess earnings levy on banks which, ' -

he says, because of low basic net earnings puts the total tax '

rate on banks at 829,. Holds this makes it more difficult for
“banks to increase ratio of capital to risk assets.

' Can independent banks continue
under penalizing Federal taxa-
tion? The new Federal taxes on
banks make this a-serious time
for manage-

ment and

stockholders. -

* The issue'is

the continua-

tion of private §
enterprise i n”~

‘commercial

banking, Fed-

'eral taxation

retards. the .

ability of com-
mercial banks
to grow with
the expanding
needs of in-
dustry and to
furnish the es-
sential , services demanded by a
defense. economy. Let no banker
imagine that because his bank
seems unaffected today, he can
count on being immune tomorrow.
A threat now to any one group or
class of banks is a threat to the
entire assembly of. banks. Unless
bank management can provide a
tonstructive answer and make its
problems clear to the lawmakers,
the nationwide trend toward li-
quidation, consolidation and with-
drawal of banking cap1ta1 wﬂl be
mten51f1ed =

‘Even now,'at the old rates, Fed-

eral taxes cancel out the mcreased
business of commercial banks and
hold the rate of earnings on their
stockholders money unfalrly low,

Morris A. Schapiro

" despite the expanded services and

risk assets which these banks have

* had- to “assume;, Fedéral® taxation-

keeps bank « shares at djiscounts
from liquidating values, and be-
comes, therefore, the major factor
in the withdrawal of private-capi-
tal from commercial banking. This
development can be seen in the
increasing number of bank merg-
ers throughout the country. -

But the merger trend, under

way since World War II, devel-
oped at a time when the tax situ-
ation was still relatively mild. In
these years, banks subject to the
lower tax rate were able to mod-
erate the impact of taxes through
deductions for bad debt reserves
and other transactions.

" Effect of “Excess Earnings” Levy

. Now,” however, an increasing
number- of -banks. must. bear. in
1952 the full brunt of the higher
529% regular corporate rate plus
the additional 30% rate on their
“excess” earnings. And this at a
time when the special tax cred-
its, so‘helpful in the past, are
running out.

. *Many banks -are ‘ already ap—-

proaching the ceiling for their bad

. debt reserves. The full effect of

Federal taxation on banks- will
niot be undeistood until manage-

ments -analyze realistically: their,
‘1952 especrally’

wbere additional capital js con-
templated. These findings are cer-
tain to. be. painful.

Bankers will sce, many for the
first -time, the- “4,% absurdity” in
the invested capital method which
most banks must use in‘computing
excess profits taxes. Under this
method, normal earnings before
regular taxes are defined at 12%
on the first’ $5 million, 10% on

*Excerpls from remarks of Mr. Scha-

piro at the Annual Meeting ‘of the Con-
trollers Institute of America, New York

. City, Oct. 2; 1951.
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the second $5. million, and 8% on
additional invested capital. These
rates appear adequate but, after
the new regular taxes of 52%, the
net of less than 6%, 5%, and 4%
is no longer adequate,

. In the case of large banks with
capital in excess of $10 million,
this rate of less than 4% means
that the law establishes in prin-
ciple a normal return fixed under
Federal enactment of $3.84 of re-
curring earnings per $100  of
stockholders’ money. This low re-
turn for banking capital would
have to be appraised in the in-
vestment market at :26 -times . to

‘, support quotations equal-to book

value, a valuation admlttedly out
of line and unreal in the market
for equities. Hence, the. discount
on stockholders’ money, A
The so-called ‘“excess profits”
of banks — the amount over and
above these low normal earnings
— are 'in effect to be taxed at
the rate of 82%, the total of nor-
mal and surtaxes of 52%. and ex-
cess -profits taxes of. 30%. It is

a serious question whether share- |

holders, understanding the impact
of these taxes, would want their
banks to assume banking risks
while subject to this 829% rate, or

_even. the 69% overall ceiling rate

proposed by the Senate, a pro-
vision theoretical in the case of
banks.

Most corporate businesses, how-
ever, use the so-called -average
eaxnmgs method in computing

taxes: Railroadsand utilities, which
are exceptions, use.the 1nvested ’
capital method, but they sought .
and obtained Federal recognition

of their:particular problems.
Their managements made care-

ful presentations to the tax au- |

thorities ‘convincing them of the

fairness of defining normal earn- :
ings at 6% after regular taxes, .

but before being subject to any
excess profits taxes. This com-
pares with the less than 4% nor-
mal return, -in the case of the

larger ~banks, on their invested -

capital in ‘excess of $10 million.
Clearly, Federal taxes will pre-

vent banks from paying dividends .

commensurate with their stock-
holders’ investment.

Banks must compete with all .

other businesses for capital. How
can they succeed when they are

caught between Government con- .

trol of interest rates, reserves, etc.,

.and Federal taxation designed for

industry? The railroads and utili-
ties were able to state their case

effectively and so obtained special .

provisions. Where were the banks?

Perhaps even now . it is not oo

late. :
Bank managements can wait.no

Jonger to obtain equivalent treat- -

ment. -Until ‘this inequity is cor-
rected, bank shares will ¢ontinue
in disfavor as prime investments.
The .discount will remain, new
capital will be increasingly diffi-
cult to obtain, and the number

-of independent’ banks will' de-

crease.

Yet onlv last week Secretar‘y
of the. Treasury John " Snyder,
speaking in St. Louis at the An-
nual Meeting of the National As-

sociation of State Bank Super- .

visors, expressed his concern that
bank capltal in relation to risk
assets is now lower, than at any
time in the past twenty years. He
pointed out that' capital accounts
have been expanding steadlly
since before the war, but the in-
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crease has not kept pace with
the rise in risk assets.

‘We know ‘that in 1950 alone,
insured commercial - banks -ex-
panded their loans $11 billion-or
. 22%. -At the end .of 1950, their
total loans had reached $61 6 bil-
lion, an expansmn of $31.2 bil-

¢ lion ‘or 102% in five years.

. But what incentive is there for
bank stockholders to supply this

" needed capital? The limitations

of  Federal income and excess
profits tax laws on earnings make
proposals for capital - increases
unattractive for most' banks.

Under the c1rcumstances, can
bank managements properly rec-
ommend. to shareholders that they.
vote capital increases, necessarily
priced at'a discount? How can we
justify soliciting new money when
in these good times old money is
at a discount? The Secretary of
the Treasury and other public au-
thorities do not underestimate the
importance of adequate banking
capital to the economy. Since the
Secretary is coneerned with the
problem, an opportunity exists for
you to explain your tax difficul-
ties at the highest level. He will
understand why taxation of banks
should not bear heaviest en those
in the greatest need of capital.

“Meanwhile  the composition of
bank ownershlp is changing. This
phenomenon is in accord with the
new supply of investment funds
and is true in other fields as well
as in banks. Increasingly bank
shares "are . moving from private
to institutional hands,” insurance
companies, investment trusts, pen-
sion funds, savings banks and
others. '
These owners see that bank
stocks are. not standing up as well
as other investment equities.
While not interfering in manage-
ment, these fiduciary holders are
alerted to the performance of
. their: banks, especially under ex-
cess profits taxes, and are waiting
to, see how- bank managements

~

propose to meet the problems
ahead.

These investors see the record
totals of loans and deposits, and
note the progressively higher in-
terest rates on loans and securi-
ties. Yet out of all this prosperity
business, come only depressed
rates of return, And the full effect
of taxes is yet to be felt. .

Is it any wonder that many
stockholders are concerned over
the outlook for their investments?:
Let us not forget that banking is
in competition with other enter-
prises. for new capital. Stock-
holders' are unable to reconcile
prosperity- business with their
banks at a discount. Unlike bank-
ers, stockholders are not making
a career of the banking business.
* If independent banks are . to

continue, they must be profitable -

to their stockholders. Obviously,
they cannot on the basis of de-
structive tax rates.
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Vincent M.Doherty With
Gordon Graves Co,

Vincent M. Doherty.

(Special i:o THE FINANCIAL CHRONICLE) «

- MIAMI, Fla, — Vincent M.
Doherty has become associated

Your responsibilty as Control- with: Gordon Graves & Co., Shore-
lers is clear. Never before has it land Arcade Building. He .was

been. so ‘important for banks to
avoid the luxury of wishful think-

ing and self-delusion. It is urgent-
Iy necessary to distinguish pure
earning power, the only basis for
cash dividends, from capital trans-
actions and their tax effects. Tax
recoveries resulting from capital
losses or prevision for bad debts,
however  important, are no basis
for ‘dividend payments. It is es-
sential that you keep in clear view
for yourselves, your stockholders,
and the taxing authorities, the
extent to which Federal taxation
is restricting your net bread-and-
butter earnings, the only true
basis for recurring dividends.

- The future .of bank capital de-
pends-on the success with which

you and your managements pre- ’

sent your stockholders' case be-
fore’ the Federal authorities,

formerly with John L. Ahbe &
Co:, Emerson & Company, and
Leedy, Wheeler & Alleman, Ine.
In the past he conducted hlS o)1 %
investment business in Florida.

First Oakland Adds

(Special to The FINANOIAL CHnomch)
' OAKLAND, Calit.—Graves D.
Hudson, .Sr. is now with First
Oakland Corporation, - F1nanc1al
Center Building,

* Joins Mason Bros.

(Special to THE FINANCIAL CHRONICLE) - .

OAKLAND, Calif. — Ralph L.
Wilder has. joined the  staff of
Mason Bros. Central Bank Build=
ing, members.of the San Fran-
czsco Stock Exchange.

* With Waddell & Reed

(Special to. THE FINANCIAL CHRONICLE)

.- KANSAS CITY, Mo.—Fred ‘W.
Sauer is connected with Waddell

& Reed, Inc,,~1012 Baltimore Ave. ‘

"
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Dean Witter & Co.

- Hill & Co.
Boettcher and Company

~ October 2, 1951.

The First Boston Corporation

Stone & Webster Securities Corporation

- Hornblower & Weeks
Paine, erbbér,'Ja'ckson & Curtis
(Newhatr(.l, Cook & Co.

Shearson, Hasumill & Co.

f/zz: is not an offering of these Shares for sale, or an offer to ht_y, or a solicitation of an offer to buy, any-of such Shares.
The aﬁ'ﬁ ing is made only by the Prospectus,

350,000 Shares

Lion Qil Company

Common Stock
Without Par Value

Price $42.25 Per Share

Copies of the Prospectus may be obtained from any of the several under-
writers only in states in which such underwriters are qyalified to act as
dealers in securities and in which the Prospectus may legally be distributed.

Blyth & Co., Inc.
Glore, Forgan & Co.

Hallgarten & Co.
Shields & Company
Hirsch & Co.. |

G. H. Walker & Co.

- Goldman, Sachs & Co.
Kidder,Peabody & Co. yLehman Brothers Merrill Lynch,Pierce,Fenner & Beane
~ Carl M. Loeb, Rhoades & Co.

Lee Higginson Corporation

E. F. Hutton & Company
Whiting, Weeks & Stubbs

" Hayden, Stone & Co.
Blunt Ellis & Simmons
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~ Big Business and
~ Government Regulations

By T. S. PETERSEN* i
President, Standard Oil Company of California

Though holding government regulation of business is essential
to public welfare, Standard Oil executive, in pointing  out
recent legislation extending powers of commissions and
bureaus, poses question: “How much farther can we go with-
out undermining foundations of our business system?”- Up-
holds freedom of enterprise as basis of cfficiency in industrial
operation. Says “assembly line system” is backbone of Amer-
. ican production, but it is endangered by cumulative weight

of sweeping controls.

,. A businessman who sets out to
talk  realistically about govern-
ment regulations has to approach
his subject somewhat differently
from the way .
arevival
.preacher ap-
sproaches the
matter of sin.
The reverend
.speaker can
.come out flat-
footed against
.it, without the
Jeast fear of
.eontradiction.
Butabusiness-
mancan’tcome
out flat-footed
.against regu-
~Jation, because
~thefact is that
«there must be .
a-certain amount of regulation in
the:.public interest. To .argue
otherwise would, be to preach a
form' of anarchy. ;
. The public must have regula-
tions covering numerous -contin-
gencies where public safety or
welfare is directly at stake, even
though it might be assumed that
95% of the operators in each in-
dustry would act just as respon-
sibly if no such laws existed.
‘The welfare of the people has
to be safeguarded by certain regu-
lations in other fields. There have
to be rules to protect the invest-
ing public so long as there are
deadbeats ' and ‘swindlers in the
world. Standards of integrity and
performance have to be set up and
enforced generally :throughout

T. S. Petersen

business and industry. This must:

be done if only as leverage for
ridding business and industry of
that fringe of sharpers that attach
themselves to any field of legiti-
mate enterprise,

No one can object to these
proper restrictions. We all accept,
indeed welcome, necessary .rules
covering the conduct of banking,
safe navigation of ships, preven-
tion of the squandering of vital
natural recources. The prevention
of monopoly and the safeguarding
of free competition and the rights
of small businesses are valid con-
‘cerns of the Federal Government.

There never has been, and there
never will be, a time when our
government didn’'t have some
hand in the affairs of business, big
and small. The problem is to de-
termine how heavy that hand
should be, the degree to which
government regulation ‘ought ‘to
.80, and the place it ought to halt,
so that this country, this great
economic system of ours, may best
take us where we want to g0, in

the style in which we want to'

travel.

] . g o
New Moves to More and More
Regulation

Recently, each passing year has
brought new moves toward more
and more regulation. They are
proposed through statute, through
the extention of the powers of
bureaus and commissions, and
through the constant redefining of
antitrust laws by scatter-gun
prosecutions and expanding court
decisions. The critical question is,
how much farther can we go be-
fore these restrictions undermine
*An address by Mr. Petersen before

the Mortgage Bankers: Associat; f
fgxg;yica, San Francisco, " Calif., 59;,{?_};,

for FRASER
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the foundations, the very survival
capacity of our historically-proved
American business system? =

I believe earnestly that this
great industrial system is in grave
danger of heing literally tinkered
and bossed and regulated to death,
In some cases, these moves are
ideologically motivated, in others
they spring from the political
philosophy that everything can be
‘cured by another Jaw.

Now, it is a curious fact that
these drives are always cloaked
in righteousness. When they come
from someone high in government
they are made to sound downright
patriotic. You’ve seen this tech-
nique at work. When a. business-
man starts to put up a defense of
his right to run his legitimate af-
fairs successfully he is practically
certain to find himself attacked,
directly or by implication, . He is
the enemy of the people and a be-
trayer of the. founding fathers.
Only a little thought as to the
origins of our system and the in-
tentions of the men who created
it demonstrates the falsity of this
appeal to prejudice.

When John Adams and Thomas
Jefferson and Benjamin Franklin
and the others drew up a Declara-
tion of Independence they cer-
tainly weren’t prompted by any
notion that there was too little
government, with too little regu~
latory control. You remember
what they were talking about in
that ‘document — a government
both sensitive to and subordinate
to the will of the people. And you
will recall the list of grievances,
all having to do with the unwel-
come efforts of George the Third
to regulate arbitrarily the affairs
of the free-spirited citizens of the
New World. It seems to me that
we- stand .among distinguished
precedents when we complain of
those who want government to
have a heavy hand; we need not
feel embarrassed by the company
we keep,

The founding fathers were cer-
tainly indignant and outraged
patriots, but they were also
shrewd, imagination political and
economic - philosophers, In laying
out the scheme of a government
that interfered as little as possible
with the rights of private citizens,
they weren’t just reacting blindly
against tyranny; they also me-
thodically laid  the groundwork
for what they conceived as a con-
stitutional - system. capable of do-
ing the utmost for the people it
served. And they were so right!

They knew that freedom was
not meerly pleasant and enjoy-
able. They knew its practical use-
fulness as well. They knew that

free men brought a spirit and a

vigor to their work that couldn’t
be had from subservient men.

So they designed and built the
framework of a government whose
main function was to safeguard
that freedom and provide a cli-
mate where the incentive of un-
limited opportunity .would prompt
men to their best .efforts.

If there had not been this free-
dom—if the government from the
outset had followed the European
pattern and kept a tight, proprie-
tary grip upon business and in-

- dustry, ‘we should have had, at
_the minimum, the stifling climate

of constant fear — fear that the
‘fruits of industry might be swept
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away at any time by ‘a slight
change of attitude at .the top.
That climate makes for caution
and stagnation, not boldness and
progress.

Free Enterprise and Efficiency

Probably the most important
practical result of this well guard-
ed freedom of enterprise has been
an unmatched degree of effi-
ciency in the industrial operation,
With consumer and producer in a
free, unhampered bargaining re-
lationship it -has been- virtually
impossible for a man or:firm to
make the grade with an inferior
product or one whose cost was
too high. That has been the great,
natural regulator of our free sys-
tem. If people bought your prod-
uct, and kept on buying it, in
preference to others in the same
field, it had to be good. If people
didn’t buy it, you knew something
was wrong with your methods,
and either you changed them for
the better or you quit and went
into something else.

In a sense, this is a stern system,
But, is it really so severe? No more
50, it seems to me, than for a per-
ceptive and shrewd professor to
call .up an untalented student in
an  engineering course and tell
him, “Look, son, there’s no future
for you here; why don’t you try
another field?”

‘Society could carry the boy
along, see to it that he got a de-
gree and a job in engineering and
stayed in it for a lifetime. But it
wouldn’t make a first-rate citizen
of the boy. And, what’s more im-
portant, ‘it wouldn’t get many
great dams or bridges or machines
built, It seems to me that those
who are going to use the dams
and bridges and machines are en-
titled to consideration, entitled to
exercise their free choice as to
what kind’ and quality and quan-
tity of these things their money
is going to buy. That’'s how our
system has worked. And that’s
how we happen to have the best,
and more numerous, dams, bridges
and ichihes of any people. on
earth :

Thie organization” of companies
geared {for mass production devel-
oped naturally within this kind of
system. ‘

Where' ingenuity and efficiency
got the rewards and the:impetus

from this selective system, certain 5

things were bound to -happen.
Ways and means were bound to be
discovered to produce goods bet-
ter and faster. The better and
faster they were produced, in our
free system, the higher would

grow ‘the general level of pros-

perity and the greater would grow
the demand for the goods.

Under the impetus of this kind
of mushrooming demand, the as-
sembly line sprang into being as
the backbone of American produc-
tion. - The collectivist countries
boast of their cooperative . enter-
prises. But, the world never saw
cooperation approach the peak of
perfection freely attained in the
production of the American auto-
mobile.

On a typical assembly line the
products of literally hundreds of
companies are funneled in. Whole
‘great industries, each with thou-

sands upon thousands of workers, -

wth factories scattered over half
a_continent, all meshed together
and cooperating with the .rhythm
of a fine watch. And not only big
companies but middle sized ones
and small ones—all joining hands
and brains to keep that endless
procession of gleaming cars flow-
ing steadily and swiftly, “~* -

On two  dramatic occasions

within our memory our free-.

swinging industrial system has
met mortal challenges. . In each

.case defeat meant ruin. In each

case our main ‘adversary was ‘a
renowned and formidable military
power with great industrial pow-
er, great scientific and engineer-
ing knowledge. In each case, but
especially in World War II, the
throttle was thrown open on our
industrial plant, and the sheer
velocity of the operation set up
stresses “and - strains that were

bound to show up any glaring
flaws, or even any little ones of
any importance. But the remark-
able thing was that the greater
the pressure the better the sys-
tem worked. We not only won
that last great war by a wide mar-
gin, we came out of it with an
industrial system intact and eager
to get' at the job of peacetime
production to fill the great pent-
up needs. “

A Domestic Challenge to Our
. .. Economy,

W evin w

" But despite these historic vie--

tories over challenges from
abroad, another kind of challenge
has-been forming. This has been
a domestic challenge, and harder
to meet because it was not a chal-
lenge in the area of strength, of
power to produce well, or mount
a good ‘defense,” It is a challenge
of the legal and moral right of
our free business system to re-
main free.

It has not been exactly a new
challenge, either. The nation has
never been without a fringe of
social planners who wanted to
throw overboard the whole set of
original blueprints and substitute
their own. But, for the last two
decades -their voices have been
Iouder and they have commanded
attention - in * Washington. Only
during the war years were their
voices stilled, and then only be-
cause even they recognized that
business and industry had to be
unhampered” if they were to do
the job the nation needed done.

Threat of Systématic Extention
Of Government - Control

What seems to be the impulse
that guides this urge for ever
more rules and regulations?

The immediate aim’ obviously is

the systematic extension of gov-
ernmental control of - industry.
Management will be' so circume-
scribed as to be unable to do the
kind of job the evolutionary proc-
esses of our industrial system has
placed in its hands. And then,
there will be only the government
to turn to—and the social plan-
ners.

Now, we have conceded that
some regulation is necessary, but
it is imperative to the very pres-
ervation of the American system
to keep those controls down to the
minimum- consistent with actual
necessity, defense requirements
and the rights of the people.

A Study of the recent record

fails to disclose any easing of the
pressures for more controls. They
come from some union leaders,
from some educators, from some
few members of Congress;, from
some office-holders. With a dili-
gence that seems far .above and
beyond the call of any conceiv-
able duty, .these strange bedfel-
lows have taken out after big
business — the whole; sweeping
system, of big business—with the
clear intention of bringing it to
heel.

Once you've got your hands on
the mass-producing industries, the
very foundation of this mechan-
ized economy, the rest will come
easy. There’s hardly a small busi-
nessman in the country, hardly a
farmer or artisan or tradesman,
who deesn’t depend upon the effi-
cient and continuous output - of
great industrial corporations for
the very tools of his trade. If big
business is regulated into impo-
tence these others will be push-
ovelrs, ready for centralized con-
rol.

Even if, as a big business, you

Continued on page 16
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| Investment Company Securities

- As Trustee Invesiments

By ROBERT L. OSGOOI_)*
Vice-President, Boston Fund, Inc.

After reviewing progress in liberation of investment trust fund . .
laws, and revival of the “Prudent Man Rule,” investment
company executive traces efforts to obtain legal approval
. for trustee investment in investment company shares. Points
out at present all but 17 states permit trustees to invest in
these securities, and reports on efforts to remove these barriers.

When I was invited to address
this meeting on the subject of the
Prudent Man Rule, I was de-

" lighted to accept: first, because of

the pleasure
to be derived

_from taking

part in meet-

“ings of " a

group which

" is dedicated to
. the important

task of mak-
ing sure that
investors of
all . types. re- -
ceive proper

' guidance and .-

" protection
~selectin'g
" investments

in -

3 Robert” L, Osgood
to meet their ;

- investment needs; and secondly

because of the fine opportunity it

" gives me to further the cause of

those many thousands of unfortu-

" nate trust beneficiaries who are at-
tempting to maintain. a .decent

standard of living today on ‘the

" same, or even lower, dollar in-

come they receive 10 or 20 years
ago. In the past 10 years, fiduci-
aries throughout the country have
become  increasingly concerned
about the lot of their benefici-
aries.. The cost of living has risen
rapidly, income taxes have also
increased—but the dollar income
of their beneficiaries’ has cer-
tainly not increased.

To point up the problem, let’s
think a moment about the case of
a widow who receives $5,000 a
year income from a trust fund set
up by her late husband before he
died in 1941. Her husband left his
entire estate to her in trust be-
cause she knew nothing about the
investments which constituted his
entire estate. He chose as trustees
two close friends in whom  he had
the utmost confidence. He - had
observed. over many years their
astuteness in handling their own
personal affairs. This widow
was to receive the income from
the trust, and the corpus was to go
to her two sons upon’ her death.
Her husband had failed, as many
others had before him, to specify
in his last will and testament just
what the trustees’ investment
powers were to be. In fact, it had
never occurred to him that he
needed to specify their powers—
his concept of a trustee was a
man who could carry on the fam-
ily financial affairs -after his
death as he would have carried
them on himself,

But when he died-and the
trustees took - over the responsi-
bility for his widow’s support they
soon learned, after talking with
more experienced trustees,  that

‘they had better stick to securities

authorized for trust investment by
the laws of the State; and these
laws specified that trustees should

invest only in securities which ap- -

peared on a “Legal List” com-

prised - almost entirely of fixed- -
.income securities.
.curred to 'them that they could
.make the funds at their disposal
.earn substantially more for the:

While it oc-

.beneficiary, they hesitated to buy

any: equities because of the dan-
ger of being held personally liable
to make up any losses they might
possibly incur.

.- Fortunately, the widow could

get along ' quite nicely on- the

*An address by Mr. Osgood before the
34th. Annual Convention- of the National
Association of Securities Administrators,
Oklahoma City, Okla., Sept. 19, 1951.

$5,000 a year she was receiving
anyway in 1941, She was able to
maintain her small apartment in
rather comfortable repair and to
retain the services of her old fam-
ily housekeeper. With no depend-

ents to worry about, everything:

was all right. But now, 10 years
later, things are quite different.
Her $5,000—if we can assume she

-still receives $5,000—just won’t go

as far as before the war. In fact,
-it- isn’t ‘enough to meet her bills
any more—her rent has gone up,
her “monthly food bill has in-.

“creased; her utility bills, in fact
" all of her bills, have gone up and

up—and even her old housekeep-

_-er has complained many 'times

that she can’t continue to work
for the same old $20 & week.

Uncle Sam now takes $60C of our.

widow’s $5,000 in taxes, and it is
rumored ‘that he :will .soon take
more,

,So the widow’s actual income
has .dropped. to $4,400; and, even
worse, though she may not realize

it, the -buying power of her . gross:

income of $5,000 has dropped. al-.
most 50% to $2,600 in the last 10
years—barely more than half of

what it would buy when her hus--

band departed in 1941. When she
points this out to her faithful
trustees, .they can do no more
than tell her that nothing can be
done about it. But they do agree
privately that they wish they had
never taken cn the job.

Need for Change in Trust Fund
Laws

Trust beneficiaries across the
nation are faced with the same
problem, and many of you, I.am
sure, ‘krniow of ‘such instances in
your own town—not only in'the
case of - individuals,- but in the
case of churches, hospitals, schools
——any number of organizations
run by trustees who are bound by
State laws to invest only, or with
few exceptions, in fixed-income
securities which return the same
dollar amount to beneficiaries
year after year. Just as these out-
moded laws cause hardship to in-
dividuals such as our widow, they
also harm the community at large.
What most .citizens don’'t know is
that they can do something about
it—that if they. face the fact
squarely and take steps to change
the outmodad investment laws
governing trustees and other fidu-
ciaries, much can'be done to im-
prove things.

There will be, of course, as
there has been in many States
which have corrected the situa-
tion, all sorts of opposition from
those steeped in the tradition of
the old way of doing things. and

from various self-interest groups.
—and unfortunately most of the:

! .List. States so.that many trustees
established ‘men in the’ commu-.

opposition will come from well

nity. who built their own success
under the old system when ‘it still
did an adequate job. That makes
your task more " difficult, but it
also makes it more challenging
for men such-as you whose pri-
mary objective is to see that se-

curities purchased by individuals-

and institutions in your own
States do an effective modern job
for their owners and beneficiaries.

Many of you have already taken

‘an active part in successful ef-

forts to 'pass remedial Prudent
Man legislation in your -States;
many of vou are engaged in ef-
forts as yet unsuccessful;

to the belief that the Prudent

and .
-some of you may be still inclined

Man legislation is dangerous. It
is ‘my sincere desire to persuade
any of you who may still oppose
such legislation that it can hardly
be anything but beneficial if
properly set up and supervised.
After that, I would like .to trace

briefly the history of the Prudent-
" Man Rule and touch on recent de=

velopments which may be of in-
terest and encouragement to those
of you who. are still engaged in a
struggle.to modernize the laws: of
your own states.

“*The “Prudent Man Rule”
“The Prudent Man Rule as orig-
inally propounded by the Massa-
chusetts’ Supreme Judicial Court
in 1830, in the case of Harvard
College ' vs. Amory, is the basis
from which all Prudent Man legis--

lation ‘has. been developed; and’

the language of‘ Justice- Samuel
Putnam -who -handed' down: the
Court’s decision is' not -far- dif-
ferent - from- that  appearing - in
The Model Prudent Man Statute
which has served, as the model for
most of the recent legislation you
have all heard ‘about. At that
time, 120 years ago, in . a. case
which ‘might easily have involved
the same widow" we have been

discussing, Justice Putnam' said’

that “All that can be-required of
a trustee to invest is that he shall
conduct’ himself - faithfully = and
exercise a sound discretion. He is
to observe how men of prudence,
discretion and intelligence - man-
age 'their own 'affairs, not ‘in re-
gard to speculation, but in regard
to the permanent. disposition -of
their funds, considering the prob-
able income; as well as the prob-
able safety of-the capital to be in-
vested.”. . - ; #

The implications of ' this
straightforward language ‘are
clear.. Justice Putnam was saying,
in effect, that the grantor’s in-

structions to his trustees to invest

the trust funds “according to their
best “judgment - and discretion”
meant just that. Their instruc-
tions in the trust were to pay the
income to the widow during her
lifetime and to pay the funds re-
maining at her death one-half to
the President and Fellows of Har-
vard College for the support of a
Professor of Ancient and Modern
History and one-half to the Mas-

‘sachusetts General Hospital. The

unfortunate fact that the trustees’
best judgment and discretion re-
sulted in a loss of capital caused
the College and the Hospital to
appeal to the Supreme Judicial
Court of Massachusetts to set
aside the decree of the Judge of
Probate who allowed the pro-
bate accounting and to require the
trustees to make up the loss out of
their own pockets.

In announcing the Court’s de-
cision in the case, Justice Putnam
considered a number of points and

“questions which are still argued

today by those who oppose Pru-
dent Man legislation. Such per-
sons believe, among other things,
that all trustees ought to be made
to invest solely in-fixed-income
securities ‘approved by a State
Committee, only excepting those

trustees whose trust instruments

spell out more liberal powers
with . utmost clarity and  detail.
Courts have rendered enough de-
cisions of. this kind against trus-
tees. in .the .distant past .in ‘Legal

and: fiduciaries still do:not dare
to run the risk of making equity
investments, even -though they
know that the grantor would have
wanted them to do so—particu-

larly in cases where their failure

to do so.might visit hardships
upon the income beneficiaries.
The presiding justice expressed
the following two. important
points as underlying its ‘decision:

‘first, he pointed' out that the

grantor had chosen trustees in
whom he had great confidence to

carry out his instructions.. This

was a most important point in his
opinion and still is today. I ask
you to reflect on this for a' mo-
ment. Does any man choose trus-
tees to supervise his family af-

fairs who are not in his opinion
capable of carrying out his own
wishes better than anyone else he
knows? Would you or I? I don’t

think we would.. And, if we be-.
lieve in our own.free rights to-

select trustees whose judgment we

respect and in whom we have the’

utmost confidence, is it then con-
sistent for us to support the con-
tinuance -of laws which will force
our trustees to operate, not in ac+
cordance with their own best dis-
cretion and confidence, but in ac-
cordance with the judgment of
individuals we do not know—and,
incidentally, individuals who did
pot. know us and have no possible
way of knowing how we would
have. wanted our money to be
used after we -passed: away?
Again. the .answer is ‘“no.”

But that is the situation which
faces those of us who live in Le-
gal List: States today unless we
have . studied ‘the - problem and
have met it by having an attorney
draft a . trust  instrument which
specifically - grants our trustees
broad 'and explicit investment
powers. and which will protect
their rights to exercise those pow-
ers through changing- economic
and political times. Such an in-
strument, carefully drafted, is less

likely to be subject to. different-

interpretations by many different
judges with many different eco-
nomic and political beliefs in the
future — ten, {ifteen, or  even
twenty-five years from now.
Justice Putnam also stated, sec~
ondly, that “to compel trustees to

make up,a deficiency not owing.

to their. willful default is the

harshest “demand that can. be
made in a Court of Equity.” It is:

hard to imagine that any of us,
after choosing trustees in-whom

.we have confidence, would be un-
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reasonable enough to include in
our trust instrument a prdvision
to the effect that' “my " trustees
shpqld make up any deficiency
arising out of their inability to
select investments which appreci-
ate or maintain the market price
in effect at the time of my death.”
None of us would do that. Yet,
gentlemen, if those of you who
live in- Legal List States leave a
trust instrument which fails to
specify your trustees’ investment
powers in a. most explicit manner,
you are in_effect subjecting your
trustees- to the same harsh risk,
if you. expect them to manage the

-affairs of the trust as you would

have managed it yourself; and,
unfortunately, all too many men
like ourselves have left their trus-
tees in such an unconscionable -
dilemma without .realizing it, in
the past—and many men whe do
rniot ' have the benefit of the serv=
ices of a highly -skilled trust
draftsman are still doing it.
Indeed, it is a mater of. fact,
not' opinion, . that many {rustees
and fiduciaries in all of our Legal
List States do not dare to invest,
the funds under their control ‘as
they know the donor would have
wanted ' them ' invested for ' the
benefit of his family because of
the fact that some judge might be
forced by law to require them to
make up out of their own pockets
any losses they might incur by se-
lecting a portfolio that happens to
be low in price at the time the
trust terminates—at a time which
is usually. determined solely by
the hand of the Almighty. The re-
sult is, of course, that most of
these: trustees do not, in the words
of ‘Justice Putnam, “undertake

such a hazardous responsibility.””
Continued on page 32
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- Safety Yardsticks for Measuring
- Commercial Bank Assets

By WARREN N. GAFFNEY *

Commissioner of Banking and Insurance,
State of New Jersey

New Jersey State' Bank Supervisor, commenting on shift. of
commercial banks to mortgage loans and. capital financing,
reveals changes in asset holdings of New Jersey banks. Notes
decline in ratio of bank capital to risk assets, and foresees
problem in banks obtaining additional capital,.due to slender
profit. margins. Advocates - Federal Government and states
collaborate in effort to maintain reasonable liquidity of banks,
and to attract new capital adequate to their expanded deposits,

I have chosen as my topic
“Changes in the Composition of
the Assets of Commercial Banks
sticks of

and in Certain- Yard
:Bafety ‘and
the Implica-~
ctions of Such:::
- Changes,” I
yealize ‘that
~the subjects
which 1 shall
*touch ‘upon
are by no
~means unique,
nor do I have
any ‘cure-all
. for the prob-
-Yems ' posed.
- However, it is
my hope that
¥ may succeed
“in pointing up :
some of the dangers inherent in
" existing .conditions and thus stir-
ulate the thinking and the ener-
“gies of all interested officials and
bankers to the end that eventually

“ Warren N, Gaffney

. solutions or at least improvements

~may be achieved, ;
-Up to about 10 years ago, lead-
ing bankers and other banking au-
thorities, whose advice was re-
garded as sound, uniformly held
1hat commercial banks, with their
deposits subject to call- on de-
mand or on 30 days’ notice, should
not put their funds into long-
term. capital loans and, certainly,
not into  mortgage loans. They
adhered rigidly to the belief that
mortgages especially were . suit-
able - investments for insurance
<ompanies, private lenders, build-
ing and loan associations, fidu-
‘ciary investors and, ‘to- a lesser
extent, savings banks, but not for
commercial banks. It should be
remembered that until the late
1930s amortization was not " the
bractice. Except for thoge who had
come  within .the influence of
building and loan associations,
borrowers had not been educated
to pay off their debts and related
interest in regular installments,
nor had lenders indicated any de-
sire that such a practice be in-
- augurated. "

Shift to Mortgage Loans

Howe_ver, the ‘experience of the
depression years brought forcibly
to the attention of the large lend-
ers, including insurance companies
and  Federal mortgage loaning
agencies, the knowledge that the
amortgage borrower had to be edu-
cated; he had to be. taught that it
was better for him, as well as for
ihe mortgagee, that there be' in-
cluded in the mortgage provisions

requiring regular monthly pay- -

ments of interest and principal.

In the course of time amortiza-

tion . of mortgages gained favor
ggne;ally._ .Obserying the opera-
tion of this change, country bank-
€rs overcame their traditional
fears of mortgages as investments
for commercial banks. And so, in
quest of higher earnings and in
the absence of a demand for other
lpans, they (ur{rgd to mortgages
rather than to government bonds.
It was not long before mortgages
1o the amount of many billions
of dollars found their way into
the “assets of our commercial
*An address by Commissioner Gaf
at the Golden Annivermiss one” Gaffney

tional Association of Supervisors of State
.Ban!:_s, St. Louis, Mo,, Sept, 28, 1951,
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. state,
posed largely of- country banks-
and whoese experience probably is-

.. typical of most states, A compari-

banks, especially the . country

banks.

Now let us consider other loans.
Some five or six years ago logn
demand, which had long been in

| the doldrums, began to reappear
. throughout the nation:
", holding huge amounts of Federal
- obligations, a result. of the gov-

Banks

ernment’s method of financing
World War II, were in a position
to take care of the steadily” in-
creasing  calls by business for
loans. These demarids snowballed
all over the country to a point so
high in the aggregate as to cause
concern to the Federal Reserve

f# - authorities, chargéd as they are

with the duty of keeping credit.
conditions sound. It became clear
that such lending.'was adding
greatly to - inflationary - forces,
which already had reached the
stage where the purchasing pow-
er of the dollar had been cut in
half,

Restrictive Loan Efforts
Ineffective

At first the efforts of the Fed-
eral Reserve to slow down the
march towards inflation were in-

effective, Increases in bank re- -

serves, which in the past had been
a deterrent to  credit excesses,
were meaningless so long as the
Federal Reserve, in furtherance of
the' cheap money policy of the
Treasury, stood ready to purchase

- unlimited, amounts of government"

bonds. In this situation, of course,
the banks were daily selling sub-
stantial amounts of such bonds to°
the Federal Reserve to  obtain
funds needed to supply the hun-

gry demands of their customers.

- It is true that, finally, as a re-
sult of the withdrawal by the
Federal Reserve -of its.support of
government bonds and their con-
sequent drop below par, and the

imposition by it of drastic but-

wise controls; a healthy slackening
of the speed of the country’s eco-
nomic machine was accomplished.

It remains to be seen, however, .

whether Congress at the insistence
of a sometimes shortsighted pub-
lic, will by one.means or another

nullify, in part at least, the value.

of the 'restrictions placed upon
loaning sources. Many authorities
argue logically that in the light
of present conditions more, not
less, restrictions are called for;

that the over-all cost thereof is.

not too much to pay to block the

additional  inflation ‘which ‘many
financial authorities-tell is on the

way.

changes in the composite balance
sheet of our-.banks as a result of
their new partiality\ to mortgages

and their financing'of the heavy.

demand for loans, much of which
has been of a capital nature. Many

of these.loans grew out of the-

large expenditures required by
our country to finance its defense
requirements. The. fact remains,

however, that the loans of all in-.

sured banks in the country in-
creased nearly 229%
billion in 1950 alone, and that an
expansion of 102%, or over $31 bil-
lions, occurred during the last

five years. To illustrate this trend -

let me take the case of my own

New Jersey, which is com-

.you several suggestions.

or about $11:

-our 'banking institutions,

The Commercial and Financial Chronicle. . . . Thursday, October:4; 1951

son of the balance sheet figures
of the 134 New Jersey state char-'
tered commercial banks reporting
for June 30, 1945, with those of
the 121 'state commercial ‘banks

- reporting six years later as of

June 30, 1951, discloses the fol-
lowing: -

Mortgage loans: up 138%

All other loans: up '121%" b

Governmernt bonds: down 279,

Time deposits: up 22%

Demand deposits: up 30%

Mortgage loans in 1951 repre-
serited '15.4% of the ‘total assets
of New Jersey banks, whereas in
1945 the comparable ratio was
only 7%. Similarly, loans other .
than mortgage loans accounted for
15.6% of total assets in 1951 com-
pared with 7.6% shown in 1945;
In other words, mortgages and-
other loans in 1951 represented
31% of total assets as against
14.6% in 1945, !

Fall in Ratio of Capital to
Risk Assets :

The ratio of capital funds to
risk -assets in New Jersey’s state
banks, which stood at 26% in
1945, has fallen steadily until to-
day it is only 16%. g

Banks’ capital funds, of course,
have been unable to keep. pace
with mounting deposits,  ‘which
have become inflated by the con—
ditions growing out of World War-
II and the monetizing of the bil--
lions which that war cost through

the government’s method of fi- -

nancing. Yardstick ratios used to
test the adequacy of - capital of
banks have fallen nationally from
around approximately - 25%  of
capital funds to risk assets, in.
vogue a few years ago, to a ratio -
of -about 17% today, the lowest in
over 20 years. This is. in the face
of what might well prove to be-
further inflation and the increase
of deposits which inevitably. ac- "
companies it. 5
Does this mean that before long"
supervisors, state and . national,

will be looking to banks to sup-"
ply ‘additional capital to provide .
.what is determined to be appro-’

priate protection for deposits held?-
If that be so, then we are faced
with' the $64 question: To what.
source can banks look for. fresh
capital if they are directed to raise.
it? = Certainly the prospects for
selling new stock do not look any

too promising.. Although presently

banks are enjoying above average
gross earnings due to their heavy
loans, too little of such earnings
may be retained as net  profits
because of greatly increased ex-
penses and Federal income taxes.
On the other hand, as we all know,
the net, as well as the gross profits
of almost all other corporations
are breaking records. Under the
circumstances, it is not surpris-
ing that the vast majority of peo-
ple who are buying stocks because
of _probable greater returns and
capital gains, oras a hedge against
inflation, do not include in their
portfolios a place for bank stocks.
This lack of Ppopularity is evi--
denced by - quotations for bank
stocks which represent discounts
of 25% off book. values as to
metropolitan banks and discounts"
up to 50% for country banks. As
a result many of us have noted,

N . “and not without ‘some misgivings, -
It is interesting to review the-

the trend of banks to sell their
assets to competitors at book value
or slightly more, or to shop about
among competitors for possible
mergers.

Several Recommendations )
At the outset I assured you that

I had no  cure-alls to propose,
However, T do want to leave wit

It seems to.me that in View of

‘the ‘extent to which banks have

invested in mortgage ' loans, it
would be farsighted for state and
Federal supervisors in thé various
zones to collaborate in a study of
the problem in an endeavor to-
maintain a reasonable liquidity in

If we

could agree upon some satisfac-

tory limitation on investments in -
this type of security which. would -

not curb unduly the bank’s ability
to -operate- profitably, perhaps. it
would be“in’ order to seek appro-
priate legislative definitions in the
premises. i

Finally, I would like to direct
your ‘attention again to the diffi-
culties banks are facing in their

" efforts-to ‘build . up reserves- and

attract' new -ecapital -adequate - for

‘ever- increasing ‘deposits:- In.a nut-

shell, this is a call for relief. The

action of the U. S. Treasury, tak-:

en several years ago, permitting
banks to set up reserves against
future -1oan losses based on their
past loss experience was helpful.
It is not enough however.

The Federal Government ' has
been of great. assistance to groups

such as the. farmers because ‘of

their -obvious ' importance to ' the ‘'

well-being of ‘our country. Cer=-

tainly no one can question the as= " -

sertion that banks too are a major
factor in ‘the smooth functioning
-of our economy. Do not misunder-
stand me. I am not urging a sub=
sidy for banks: “However, I do’ be-
lieve :that - recognition- should be
given: to ‘the obvious disadvan-
tages banks suffer when they com=
pete’ with other corporations for
much needed new capital and that
further tax revisions should be

made so that banks may retain ‘fi _
greater percentage of their earn=
ings wherewith to build up capie

LETTER TO THE EDITOR:

Return to Sound

“George F. Bauer,
Trade,

tal funds.

Money, Solution

‘To Cost Problem of Gold Mining

Vice-Chairman of the New York Board of
writes return to fixed gold standard would stabilize gold

mining costs and thus prevent fluctuating free gold markets.

Editor, Commercial and Finaricial
Chronicle: B
Some "observations on the dual
Tunctions of gold as a monetary
base and as a commodity of com-

merce seem warranted in view of.

the article on
“The Gold
Mining Indus-

by Mr. R. E.
Dye . appear-
ing in the
September
20th" issue of
- your. publica-
tion,
It appears
that the Ca-
nadian gold
mining indus-
try is being
“adversely. af-

< b fected by
mounting operating ‘costs under a
“half and half” system whereby
monetary. units are redeemable in
gold at a"defiinite rate for central
banks, but irredeemable -in gold
for' individuals. ¥

It is unfortunate that My, Dye,
rather than approaching the prob-
lem of inflationary -costs of oper-
ation through recommendation for
a thorough-going. gold standard
with a fixed rate equitable  to
both individuals and central banks
as holders of representative
money, urges a procedure exempt-
ing a government from making
good on its representative mone
at any definite relationship to
gold.

Under that arrangement, costs
of ‘operation- may be expected to
continue to rise and the represent-
ative money sink more in its ‘pur-
chasing power and thereby inpair
still further all forms of savings
by the public. In 1934, the .gold

George F. Bauer . .

content of the U, S. dollar was & ,C

try in Canada”’

but governments are compelled to
make good on their representative
money for all holders by offering
to buy or sell gold at a definite
relationship such.  as $35 . per
ounce of-gold. in the instance of
the United States. i
Under. the other 'so-called free
markets, governments can contin~
ue unrestrainted to issue repre=
'sentative money but not be
obliged to make good on it for
all holders at a fixed relationship
. to gold. The latter type of free
gold market devoid of govern-
" mental responsibility in gold for
representative money can result
_in nothing but the kind of fiscal
debacles ‘tragically being wit-
nessed in numerous foreign coun-
_tries today. ) R
. A-real solution to the ‘problem
of the gold mining industry. is in
: the .direction of -a sound. money
- standard . with fixed relationship
between représentative money and
gold and censequent improvement
in operation costs in mining thejr
product, and not in the direction
. of  “fluctuating” -devaluation of
monetary units divested. of gov-
ernmental responsibility under so..
called free “gold markets” but
+perhaps better termed “free run-
away” gold markets:
‘GEORGE F. BAUER
Vice Chairman :
‘ New York Board of Trad
291 Broadway,
New York City 7, N. Y.
Sept. 21, 1951,

With Dempsey-Tegeler

(Special to THe FINANcIAL CHRONICLE)

LOS ANGELES, Calif—George
T. Wood has become connected
with Dempsey-Tegeler & Co., 210 .
. West Seventh Street. He was
previously with Edgerton, Wykoft
Co. : :

reduced from about 1/20th of an "

ounce to 1/35th of an ounce. The .
buying power. of representative:,

money decreased by about 50%
and it “is reasonable to assume
that any further reduction in the
gold content of the dollar under
so-called “free gold ‘markets’—
but actually devaluation that fluc-
tuates constantly, as occurred. in
France—would decrease its buy-

- ing power still further. and con-

sequently increase operating costs
of not only the mining industry
but of all enterprises. A thorough-
going gold standard at U. S. $35
per ounce by making the govern-
ment. responsible for its issues of
representative money might on
the “other hand  be expected to

hold excessive expansion of money

supply . under restraint and keep
operating costs at reasonable
levels.

Then, too, there is a difference
in ‘'so-called ““free gold markets.”
Under a thorough-going standard
there are also free gold markets

C. A. Botzum Adds

(Special to THe Financrar CHRONICLE)

LOS ANGELES, Calif.—Mark
-A. Pines "has become associated
with C. A. Botzum Co., 210 West
‘Seventh Street, 5

" Paul Koughan Jofns L2y
J. A. Hogle & Co.

(Special to Tae FivanciaL CHRONICLE)
LOS ANGELES, Calif.—Paul J.
Koughan has become associated .
with J. A, Hogle & Co., 507 West
Sixth Street. Mr. Koughan was
-formerly an. -officer of Cantor,
. Fitzgerald & Co., Inc. ‘and prior
thereto was. with Hexter & Co,
and King Merritt & Co. ,

y . - - "
. With Thomson, McKinnon

" (Special to THE FINANCIAL CHRONICLE) . °

WEST PALM- BEACH, Fla.—
William"S." Kearley is now with
. Thomson & McKinnon, 340 Cen-
tral Avenue. - -~ - :- o b
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Observations . . .

(2) Translating the conclusmn into investing policy.
Under (2) the investor with cold-blooded objectivity and free

from political bias will make up his mind whether this external -

factor of inflation should lead him to deviate from sound policies

based on value criteria, and specifically whether and how it

should affect his run-of-the-mill portfoho decisions.

f Inflation-Deflation Prospects »

We will take it for granted that. this country will avoid the

drastic degrees 'of the past European inflations—as in France in °

1791 (as VlVldly described by Andrew D. White in “Fiat" Money
Inflation in' France”) or in her World War I 8- fold price rise;
in Germany, 1913-1923, when prices advanced 1% trillion-to-one;
or like the various Continental countries’ inflations of the 1930’s
-and 40’s (as'itemized in the table below).
fo gaining perspective on the future ‘to recapitulate briefly the
chlef continuing pro- and antl inflation’ elements )

Pro- Inflatxonary over the long term

. (1)..The public popularity -of . price rises in .contrast tc_
‘4 declines, viz., President Truman’s recent. aren’t—we-all better‘

offvthrough-spendmg proneunciamento.: - SRR

(2) Full employment pohcles and union: strength

©(3) Ever more segments of the population gettmg on-the
o 1nf1atxon escalator;” acquiring’ a vested interest in mflatxon,
and thus sabotaging ‘efforts to curtail it.

(4) Various pohtrcally-motwated forces Powerful pres-‘ )

: sure groups,- as the, farmer getting his enormous subsidies, .. . ohyiating the distasteful necessity of making a difficult Hobson's

‘ choice ' between . mﬂatlon—protectxorr and value.. The equities of

working 'on. the Congress——a non-partisah”democratic- process. -

(5) In a-democracy no government wishing to be eligible

- for re-election being able to afford a sizable depression. : .
Anti-Inflationary:-

(1) The nation’s great productlve capacity. It has always
;- caught up with demand in non-war times.

: (2) Historical non-correlation of increase in money supply
+ and ‘credit expansion with price rises,

(3) Expansion -can occur thhout mflatlon (a frequent
- cause-of .confusion). :

* (4). Rising’ taxation of md1v1duals mcomes

investment scene.
pz - . .Not One Way Street

Even if we- are convmced——as is this writer—that the very
long-term secular ‘trend is in"the dxrecnon of ‘monetary 'deprecia- "

tion here; as in all democracies; it is important also to reahze
that mflahon is by no means-a one-way street.

1t is true that in this country the wholesale price level durmg

the first quarter. of this century more than doubled, and:that dur-.-

ing the second 25 years it rose by 70%. - But in the first place,
it must be borne in mind that both these periods encompassed
major wars. - And- in the second place; it must be remembered
that in. this, as in other countries, there have been' drastic re-
versals in- the secular upward trend. Between 1920 and 1922,
prices fell by 40%, between 1920 and 1931 by 50%, and between
1929 and 1932 by 30%:-
was not re-attained until 1948; and ‘even'now several commodmes
are selling no higher: than at the earlier period.

i O b1 France, similarly, between: 1920 and 1922, there was ‘a nse
of 30% in the gold-value of the franc and a 37% drop in the retail

price: index—accompanied by a 25% fall in stocks and.a rise.of °

.,20% in:Rentes (government bonds). In 1930-1935, she experlenced
a.drastic decline of 40% in her pr:ce level, thh a 60% drop .in
equities, .

Even- in Germany, midst her era of devastatmg monetary

depreciation, a rise of 50% in the gold value of the mark' occurred LY (&

between 1920 and 1925.

Steck Prices. Versus' Commodity Prices

In the specific ‘area of the stock market ‘itself, there have
been many- instances of stock prices meving directly opposite

from the: general price level—presenting a double difficulty to -
investors' trying -to suit policy to shorter-term inflation swings. "

In the United States during the strong inflationary period of 1917,
stocks nevertheless sank by 40% during a seven-month period.
Conversely, ‘during- the wild stock market boom of the  latter

1920’s, when share prices trebled to by far their highest all-time -

peak, commodity  prices fell slightly. In the post-OPA decon-
trolling period of 1946-1948 when inflation really took hold on
the economy and commodity prices rose by 40% and the cost of
living by 30%; nevertheless, the stock price averages fell by 10%

net.. And over the:long term'since 1929, the 100% rise in com- i
modity prices has been accompanied by a stock' market which, .
even after the present bull market’s ma;or rise, has reglstexed a

net decline of 29%. ! .

In France sunilarly, in the face of the era of extreme ‘mone-- .-
in both 1948 and 1949 share prices suffered. He

tary depreciation,
25% . declmes from their peaks

Selectnvnty lehcultles
The “sélection .of issués or-even groups presents - additional
difficulties to the 1nﬂatxon-hedgmg investor.” This has been.dem-
onstrated to a surprising degree.im the- great German -inflation.
Not only the shares of banks, public utilities; and railroads, as

ly _And not only doing well were tangible- -holding compames like

“oil ) producers ‘and textiles, but also fire insuranee and chemical
companies. The reasons for the divergence are unimportant here;’

but the unpredlctabllity of the actual performance (in lme w1th
the rwartune experxence here) 1s hlghly sxgmf)cant ¢

2

The Worldwnde Experience ot' the. Investor

. ‘What -are ‘the investor’s chances in inflation, in-the light of .
past experierice? In the first place, the blanket conclusion is yahd ek

ljitized for FRASER
ll Iffraser. stlowsfed org/

But it seems relevant '+

" ag an' integral portion of a portfolio diversified among classes of

Over a longer perrod their peak of 1920 -

. The Commercial and-Financial Chrenicle.

that the bondholder has suffered drastlcélly in all countries at all

times—often even in prices in terms of the monetary unit as well
as in purchasing power.

The common: stock, the convenient mvestmg medium, has
usually given far more protection than the bond (or cash), but
has usually lagged considerably behind the concurrent declines in
the currency; or the rises in commodity prices, land and gold.

. In France.over the past century the holder of stocks, while
faring' better' than bonds, lost ground to gold. -Remarkably the

protection .afforded through stocks, was far greater before than
i after the radical monetary depreciation‘that started in 1913 since

when"equities in terms of purchasing power have fallen by 50%

- net (cf. article, “French Investor’s Squeeze by Inflation—A Warn-
. ing!” by this writer in the “Chronicle” of June 28, 1951, p. L),

- The record surrounding the Second World War period for
leading countries is shown in the table on page 5

Today’s Investment Policy?
» Today in setting his hard-boiled  investment pollcy and prac-
tical portfolio decisions, how importantly and in what manner’
shall the logical investor take account of the inflation factors

. which we have here elaborated?

In the long-term picture, is the country now on a major peak

“or perhaps only on a mere foot-hill of inflation?

- In seeking investment hints from the past -reeord, what periods -
'v‘.jshhll we pick? ¢

+

. At this hlstorlcally high bull market level (almost triple pre-
war), how do we choose between- the alternatives of inflation-

) hedgmg and investment value? . -

How shall the specific choice of stocks be slanted?

" Most fortunately, at this time the answer lies in the fact that :
many stocks are still available at values justified by value criteria,

many strong companies .are still- selling at less than their net-

: quick-liquidating value ‘(i.e., current assets less all liabilities-in
- “cluding long-term debt and preferred stock)..The dividend yield

on the Standard and Poors average of 50 leading stocks stands at
the liberal figure of 5.8 and the earnings yield at 10% (both con-
siderably: higher than have. consistently cx15ted and still obtain
in England and France).

So—instead of having to worry how much' premium to pay

.. for the inflation-hedge, it is avallable free of charge The price

S IS ‘right!

. Effectlve at Bt
least temporarily. m the economy, and permanently m the 2

So our net conclusion about deahng with mflatmn must be
that. the investor. should, as always, have part of his capital in

 common stocks carefully chosen according to value criteria. Stocks

should not, and need not, be held primarily because of their infla-

‘tion-hedging qualities, The long-term inflation trend constitutes

one of several reasons why equities are continuingly advantageous

securities as well as industries and companies,
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New York Stock Exchange '
Weekly Firm Changes

The New York Stock Exchange
has announced the following firm

- changes:

Transfer of the Exchange mem-
bership ‘of Herbert Scheftel to
Arthur Gaines will be considered !
by the Exchange on Oct. 11.

Interest of the late Harry Eising,-,
limited partner, in Hirsch & Co., .
ceased Sept. 14. As of the same
date executors and trustees u/w -.
Harry Eising were admitted as a
limited partner of the firm and
George J. Eising, Howard C.
Hirsch and Robert L. Kohns, trus-
tee under trust agreement dated-/
Sept. 14, 1951, were admitted as
limited partner i

Interest of the late Roland L. .
DeHaan in Mabon & Co. ceased :
Sept. 11, 1951.

Wlth Walston, Hoffman

z (Specml to THE FINANCIAL CHRONIGLE)

“HARTFORD, Conn..— Robert
J. K. Conheady and George E.*
Parker have become affiliated -
with Walston, Hoffman & Good-

. win, '111 Pearl Street. In the past ’
/ Mr. Conheady was with Henry C.

Robinson & Co., Inc. Mr, Parker

‘was with Bramard-J udd & Co.
“Stuart Hurlbutt Joins

Eisele King Firm °
(Special to THE FINANCIAL Cnnomu:) *
NORWALK, Conn. — Stuart B.
Hurlbutt has become assocnated:
with Eisele & King, Libaire, Stout
& Co., 20 Wall Street. Mr. Hurl- '
butt was former manager of the
investment department for Maples :.
& Goldschmidt. '~

Two With Income Funds :

. (Special to THE FINANCIAL Cunomcn) !
. 'NEW HAVEN,  Conn. -—George )
M: Ash and Stephen N. Dickinson :

. are now with Income Funds, 152 ¢

Temple Street. Py s

This advertisement is neu‘lzer an oﬂer to :eII nor a :olmlatwn of an-offer to bu_y any of l/me securities,

The oﬁ'mng is made anly by the Prospectus.
NEW. ISSUES

Ashland Oil & Reﬁnmg

$7,000,000

Company

3Y2% Smkmg Fund Debentures, due 1971

- Price 100%

Plus aecrued interest from September 1, 1951

50,960 Shares

$5.00 Cumulative Preferred Stock

Without Par Value ;

Prrce $99 per Share

Plus accrued dividends from September 15, 1951 -

Copies of the Pro:pmm may be obtained in any state from such of the several Underwriters,
including the undersigned, as may lawfully offer the securities in such state. -~

A G Becker & Co.

Incorporated

.Edstman, Dillon' & Co. " Glore, Forgan & Co. '

Hemphlll Noyes, Graham, Parsons & Co. ' E
) Kldder, Peabody & Co.

- o o

I.ee nggmson Corporatlon

Umon Securities Corporatlon White, Weld & Co. Ames, Emerich & Co., Inc.

 October 2, 1951

Harriman Ripley & Co.

Incorporated

W. E. Hutton &. Co.

Ladenburg, Thalmann & Co.

Merrill Lynch, Pierce, Fenner & Beane
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Continued from page 12

‘Big Business and

Government Regulation

haven’t yet been put in the cate-
gory of utility, or otherwise
brought under the paternal guid-
ance of a board or agency set up
especially to mind your affairs,
the hand of Government grows
ever heavier on your shoulder.,

You all know the day-to-day
chore involved in keeping abreast
of the laws and rules designed to
guide your business operations.
Your relations with your em-
ployee are under constant regula-
tion from the moment he sets
foot on your premises until he de-
parts at night; and. in another
sense, from the day you hire him:
until the day he dies. N

Use of many raw materials is
hedged round with another set of
regulations. If you deal in.inter-
state commerce — as what large
company doesn’t?—there ig still
another set of rules for you. New
rules come particularly easy un-
der the guise of emergency, when
patriotism is “inclined ‘to accept
them, in the knowledge that some
of them are necessary,

There is also the form of regu-
lation called taxation. This is one
of the most rigid regulators of all,
for the government has, in effect,
a first mortgage upon your whole
enterprise and all of your assets.
But, here there is evidence that

an inexorable law is at work— .

some tax experts are admitting

that the law of diminishing re- .

turns may be at work on some of

the old taxation standbys. Earn-

ings, from which new capital and

new equipment must come, are

showing in some quarters that the

igtolélen egg supply is indeed lim-
ed.

A Ponderous Cumulative Weight

Well, what’s - wrong with all
this? After all, we live in a pretty
complex economy, with every one
dependent upon’ every ‘one else;
one man’s or one corporation’s
greed or recklessness can upset
things for many others, ' Don’t
most .of these rules serve some
perfectly legitimate purpose?

The trouble is not any one regu-
lation, or any two or three. The
trouble arises from the ponderous,
cumulative weight of all the regu-
lations that keep piling up.

Somewhere there -must be a
- breaking point, when. the main
driving wheels of the economy
will ‘slow, perhaps ever so imper-
ceptibly. And the sinister thing
is that there won’t be any loud

warning buzzers. Instead there
will be the same plausible reas-
surances that just another law or

regulation” or court decision will’

make everything all right.

In about 20 years the Federal
Government’s civilian - employees
have increased almost four-fold—
from 511,000 to 2,300,000. I know
there are a great many conscien-
tious and capable public servants
in Federal service, working hard
at jobs that have to be done. But,
it doesn’t seem possible that all of
these more than 2 million jobs
are vitally necessary.

In this great number of Federal
employees ‘lies one important
source of over-regulation. A logi-
cal and instinctive way to pre-
serve a job or a bureau is by de-
vising more regulations to enforce.

There are human ambitiong like- .

wise to consider, ambitions that
have an inviting way to go, along
a straight, clear road to an inevi-
table terminal, a planned econ-
omy. Even' though there may be
no clear cut plan to proceed on
schedule in that direction, the very
human impulse to hold on to what
you have leads only to new by-
ways of regulation and control,
not. only of business, but of ‘the
individual as well. i

And that is exactly what we can
see has been happening.

We have no way of sorting out
accurately the motives and forces
at work in this process—how much
can be ascribed to the purposeful
planners, how much to hard y
political and economic appeals,
how much to sheer heedlessness
or ignorance. The motives are
perhaps beside the point when you
consider what ‘already has hap-
pened,

The efffort to extend the scope of
outright controls and freeze them
into our economic system now also
has military necessity as a reason.
All' the various proposals to hike
taxes on corporations of all sizes
are being put forward on the same
grounds. The never-ending inves-
tigations of business enterprises
proceed on the piously announced
supposition that big corporations
are engaged in wicked undertak-
ings that require the strong hand
of investigators to correct,

The antitrust actions which have
been launched to break up big
business are heralded by the gov-
ernment publicists as necessary to

This is under no circumstances 1o be construed as an offor of these securities Jor sale or as a

solicitation of an offer to buy any.of such securities, The offor is

made only by means

of the Prospectus.

NEW ISSUE
—_—

100,000 Shares _
Ultrasonic: Corporation

Common Stock
($5 Par Value)

‘Price $14.75 per share

——

Copies of the Prospzctus may be obtained from the undersigned

‘CoFrIN, BETZ & Co.

Member New York Stock Exchange and Pbilaa’elpbia-liallimorz Stock Exchange
- 123 South Broad Street, Philadelphia 9, Pa."
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protect the interests of the little'
fellows in industry,

Even when considered sepa-
rately, each of these activities
containg its threat to the general
welfare. Taken together, they con-
stitute a formidable and increas-
ing attack on industry, large and .
small, and the benefits it brings to
the American economy,

An Economy of Scarcity

No mention is made, in the mat-
ter of the extension of direct con~
trols, of the fact that a controlled
economy is an economy of scar-
city, and yet the advocates of more,
and more restrictions can hardly
be unaware of the fact. They have
only to look wherever govern-
ments control economies, and find
the proof. If the experience of
our own system over the years
contains any lesson it is that high
productivity is the only authentic
key to a sound, prosperous econ-
omy, the only dependable remedy
for inflation, the only’ complete
answer to the demand for both
guns and butter, %

In the quest for higher and con-
stantly higher taxes drained off
all business it is the exceptional,
the unique government spokesman
who will concede that there is a
point of diminishing returns in
this field, and yet if ‘we are not
already &t or past it, we are dan-
gerously close to it. For'a cor-
poration’s profits constitute not
only its reason for being in busi-
ness, but its incentive and where-
withal for accepting the risks in-
volved in expanding facilities and
pioneering in new fields, new ma-
terials, new processes. It’s quite
true that these profits, in terms of
dollars; sometimes seem high, But
the other side of that coin is that
costs have jumped for industry as
they have for everyone else and

the profits must be high if there -

is to be funds for high-cost prog-
ress. Taxes pushed too far into
the earnings dollar will shrivel in-
centive_ and hamstring industry’s
expansion, f 3

The tenor of the propaganda of
some spokesmen, either appointed
or- self-appointed, is that corpora-
tions, by asking tax relief, are
trying to duck their Tesponsibili-
ties and thereby proving them-
selves unfit to merit the public’s
trust.

The well-publicized investiga-
tions of the Congressional commit-
tees, and the antitrust suits pile
still more fuel on this particular
fire. And in point of impact on
the public mind, the control ad-
vocates can’t lose here. Regard-
less of what the technical results
may be—even if ‘the publicized
companies clear themselves com-
pletely of the raccusations—they
can’t erase the stigma created by
the mere act of raising ang broad-
casting the ‘charges. A - certain
‘prejudice is bound to remain in: the
public mind, particularly against
the better-known corporations,
just as a memory is bound to re-
majn against an individual who is
indicted and tried and eventually

) cleared of all blame by the courts.

In the antitrust actions there is,
to be sure, the threat of results
far more tangible, more immediate
and more disastrous to the econ-
omy. For the stated purposes of

~these suits are to sevarate the

leading mass production outfits
into -smaller components. That
couldn’t happen without: corre-
sponding violence to the great as-
sembly lines. And the economy
can’t do its day-to-day job with-
out. the machines, the tools, and
the wealth created by these great
practitioners of masg production.

These are the main elements o

 the efforts to extend and complete

the regulation of business, and to
justify. them in the public mind.

They are not maneuvers moving
toward any sudden, dramatic fi-
nale, -Part of their menace is that
they proceegq unobtrusively, a
notch at a time, and we don’t
know what we're losing because
it happens so little at a time. ‘But

in spite of this, it is possible to
perceive where this philosophy is
heading. It isn’t a unique opera-
tion; it has happened in toe many
places, too often.in history, for its
destination to be in doubt. v

A’ Super-Regulated "Economy

I'm talking, of course, about a
super-regulated economy—about
Statism. And I assure you I don’t
toss the word in as a name-calling
label. The utter, miserable incom-
petence .of Statism or. collectivism
in terms of what it does for its
people is being demonstrated to-
day over a. broad expanse of the
world. The gap between what it
promises and what it provides is
reason enough for a still free
American people to study with ut~
most care this local campaign to
regulate industry right down to
the hilt.

How do we know the destina-
tions of this course on which we
are being taken? - We can know
without any reference to the in-
tentions of those who want us to
80. that way. We can know it
simply by taking note of the only
possible destinations to be reached
if their course is fully pursued. .

Because the very process of reg-
ulation is a depressant and deter-
rent of business and production,
controls beget more controls.
Once regulation moves beyond
what, is' proper and necessary, re-
strictions beget restrictions. From
an over-regulated system,. it is not
a long step to nationalization and
government ownership. National-
ization is a cardinal. principle. in
the political philosophy of every
collectivist.

But it is a'principle that runs
contrary to experience; -common
sense and to every tenet of Ameri-
can democracy, which is a com-
mon sense way of life.

It violates common sense. to
suppose that an enterprise can do
its best work while tied up'in red
tape.

It violates common sense to
suppose that a boss, or a series of
bosses, primarily beholden to a
political superior can do as com-
petent a production job .over.a
period of time as the. man whose
big boss is his customer.

And it offends.common sense to

-suppose that . political manipula-

tion of the basic factors of trade
could produce the same high level
of efficiency as is now produced
by the exercise of the customer’s
free choice in an atmosphere of
free, rugged competition.

Nor should it be supposed that
government, faced with sagging
production and reduced efficiency
as the result .of its own manipula-
tions, would willingly return to
a free system. That isn’t the way
those things work, except on those
rare times when they come under
the cudgel of an enlightened and
aroused public,

Rather, the customary govern-
ment remedy for too much regu-
lation  is still more regulation, at
a progressively higher cost in
quantity and quality of output in
terms of the outlay of effort,

The first casualty of too much
regulation, then is efficiency, but
the ultimate casualties are bound
to be security and freedom itself.

The threat to security is evident
in any process that hampers our
ability to produce. For our pro-
ductive efficiency is our main line
of defense-in both' areas where
our security is being threatened—

the military front and the eco-.

nomic front. We can’t win if we
don’t produce the guns and tanks
and planes to meet an enemy’s
armed force. But we can’t win,
either, if 'we don’t do the overall
production job with enough effi-
ciency to keep the dollar sound
and the economy expanding.
Any threat to security is, of
course, a threat to freedom. But
even if there were no Russia on
the horizon, there would be no
future for freedom in the face of
this steady encroachment in the
domain of business freedom. For

freedom is indivisible -in. the face
of a threat from any quarter. It
just isn’t possible to sell or trade
off the proper freedom of enter=
prise and property in the expec-
tation -of safeguarding a people
from tyranny in all its forms:.

A Proper Balance Needed

I wish we could prescribe some
simple, easy remedy like a mathe-
matical formula-that would pro-
duce the proper balance between
good and necessary regulation and
business freedom. There really
isn’t any remedy beyond the one
we’ve been applying as a people
for 175 years. There must be con-
stant re~-examination of what con-
stitutes the real public interest,
and constant pressure upon gov-
ernment to serve it. The public
interest, as always, lies in the in-
telligent limitation of government;
in the insistence that the prepon~
derance of industrial ownership,
or instance, remain in private
hands where it always has been.

There must be a constant in-
sistence that industry be kept
scrupulously free to manage its
affairs with the minimum of in-
terference consistent with the pub-
lic welfare. Under our system I
would. even suggest that this re-~
quires a close issue to be decided
usually in favor of the private
citizen, rather than the govern-
ment. Each new proposal for a
control or rule or regulation upon
private enterprise should be tested
with utmost care, especially with
regard to its possible effect upon'
the whole productive efficiency.
And in the meanwhile there should
be general alertness to whatever
possibilities present themselves for
the throwing off of unnecessary
controls already in effect.

All of thig calls for an extraor-
dinary amount. of thoughtful at-
tention on the part of the publie,
but the maintenance of freedom
always has called for public vigi-
lance,

The public is surely entitled to
insist that this tremendous reposi=
tory of American- destiny called
government direct itself to the
course so clearly marked in the
beginning. It is entitled to demand
that this great, free industrial sys-
tem be given a clear track so it
can get on with its appointed task
of serving the American people.

Charles E. Warner With
Francis I. du Pont

Charles E. Warner

(Special to THE FINANCIAL CHRONICLE)

MIAMI, Fla.—Charles E.
Warner  has become ~associated
with Francis I. du Pont & Co., 121
Southeast Second Avenue. Mr.
Warner was formerly a partner in
A. M. Kidder & Co. and prior
thereto of Cohu & Torrey.

- R. F. Griggs Adds

(Special to THE FINANCIAL CHRONICLE)
WATERBURY, Conn—Peter J..
Vileisis has been added to the
staff of The R. F. Griggs Com-

pany, 35 Leavenworth Street.

Joins Oakes Staff

(Special to THE FINANCIAL CHRONICLE)

MIAMI. BEACH, Fla.—Gilbert
F. Tuffli, Jr. has become  con-
nected with Oakes & Company,
605 Lincoln Road. -
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‘Faults and Frictions m | ‘ |
~ Our Banking System

~ years ago. It has befouled the
. public and political relations of
- the System, and been used to pit
the agencies of bank supervision
- one against another, over all these
In all that time the voice
+ of banking has, usually been mud-
dled or muffled. No ‘clear and
recent discussion of the desirabil-
, ity of these toll charges on com-
mercial intercourse, and of where
and by whom and on whom the
. charge should properly be levied,
© if justified, has emerged from the
" banking community,
Or take the question of selec-
© tive credit controls. . There has
been continued organized banker
opposition to the regulation of
consumer instalment credit. That
opposition may be justified. My
own' first choice in the field of
credit control measures is cer-
tainly the general or' quantitative
control which permits the private
sector of the-economy to decide
freely which activities should be
facilitated and which restricted.
But selective credit controls in a
few areas, such'as consumer in-
stalment eredit, also have much to
recommend them, both as a sup-
plement to quantitative credit
controls, and as the specific mone-
tary means of helping to direct
resources to where we need them
and away from less essential uses.
The opposition to consumer credit
regulation has contained little that
would lead to a wise evaluation of
such controls and public under-
standing of them. And banking
comment and criticism did little
to ‘correct public misconceptions
and misrepresentations,  which
" tended to bring the administering
© authority, our -central banking
system, into disrepute. The result
was a legislative miscarriage.
When the question of the ad-
ministration of consumer credit
control was at issue in the Con-
gress, at the time of the extension

of the Defense Production Act of

1950, an important principle of
government was allowed to be-
come submerged in the policy of
general opposition to controls.
The Congress continued the con-
trol, but prescribed not only the
duties and powers of the admin-
istering - agency, but also the
exact terms of maximum  down
payment and minimum maturity
in some instances. If there was
any organized banker opposition
to this violation of good govern-
ment procedure, which was dupli-
cated in the case of mortgage
credit controls, I failed to hear it.
I was reminded of the old vaude-
ville song which had a recurring
refrain, based on the line, “When
I was in that railroad wreck, who
took the engine off my neck, no-
body.”

I do not deny that there was
need to determine whether the
power to eantrol consumer instal-
ment credit and real estate credit,
previously granted by the Con-
gress, had been found unwise or

+'not generally. administered in ac-

cord with Congressional intent.
- This was particularly so in view
of the public attitude toward these
measures, fcr without public sup-
port they c¢n:'d not function well.
But so long as the power was
continued, v'hich I certainly fa-
vored, its cc’~iled administration
should have been left with the
credit author‘ies. And it should
have been ¢’ interest to bankers,
as citizens s well as bankers, to
urge that th's be done.

Question - A7squate Bank
Supervision
To come cven closer home to
the interests ~f +»is meeting, there
is - the -gques’’«» ~f bank super-
vision,” inclu sank examina=-

‘physically

o ke

tions, Here you would expect the
banking community to be working
steadily for the improvement of
the quality of the supervision to
which' it must be subjected, and
for the modification or elimination
of overlapping jurisdictions and
duplication of supervisory inter-
vention in their affairs. It seems
to have been one of those sub-
jects for which Ed- Wynn requi-
sitioned an 11-foot pole, in order
that he might touch things he
wouldn’t touch with a 10-foot
pole. - Maybe the bankers, or the
organized bankers, need an 11-
foot pole.. And so also, perhaps,
do the supervisory authorities. A
year ago, at your Boston meeting,
Bill Lyon made some suggestions
concerning bank supervision and
bank examinations, which to my
untutored ear and eye seemed to
contain the seed of constructive
development. If that seed fell on
fertile ground, I have missed even
the first signs of the growth and
possible future  flowering of the
plant,. Each of the Federal agen-
cies is able to bring forth what it
deems to be good and sufficient
reasons for continuing whatever
it is doing in the field of bank
supervision,  including examina-
tions, and signs are not lacking of
tendencies to expand the scope of
present = examination - activities.
And your State group does not
seem to have picked up Bill
Lyon’s challenge -and  substituted
substance for shadow.

Admitting my own lack: of ex-
pert and first-hand knowledge of
bank supervisory arrangements in
the several states and territories,
I hope I may rely on the second-
hand information which has come
to me as a result of my-interest
in Mr., Lyon’s proposals. I am

“told that there are only a few

states where the tenure of office
of commissioners and staff, and
the amount of the annual budgets,
give continuing promise of an
adequate and sustained bank ex-
amination program; - adequate
alike for the needs of State su-
pervision, and the special interests

of the Federal Reserve System

and the Federal Deposit Insur-
ance Corporation in banking man-
agement and condition. I am told
that in some States it would be
impossible, on the
grounds of staff and funds alone,
to have any real examination pro-
gram if it were not for the exam-
inations of the Federal authorities,
I am told that in many States
increasing costs of examination,
which are assessed against - the
banks, have tended to interfere
with the maintenance or improve-
ment of State bank examining
procedures' and practices. . Mr.
Lyon said that dual system should
not mean double standard, but
here we have the makings and, in
some cases, the actuality of a
double standard. So long as this
situation exists it avails little to
talk in terms of principles while
doing nothing about practices. I
still think that something can
and should be done by the Federal
agencies along the lines of Mr.
Lyon’s suggestion. But a lot will
also have to be done by the State
agencies and the banking com-
munities which they serve as well
as supervise. Unless there is ag-
gressive action on the part of the
State supervisory agencies and
their banking constituents to im-
prove the conditions under which
many of the State supervisory
agencies work, . to make ‘bank
supervision a properly financed

professional . undertaking instead-

‘of a political ‘waif, I ‘do not see

" much chance of wide progress.

" I do-mnot, however, put all or

. even most of the burden of such

reforms on _you men and your
‘organization, I think it should
more largely. be placed on the
bankers of the- country, as indi-
viduals and in' their  banker
organizations. That such action
can achieve results was shown in
Texas earlier this year. =And so
I come back to my main theme—
Who Speaks for Banking? I
would say that by and large no-
body speaks -with authority and
with clarity for banking. It is
represented at State capitals and
at Washington by groups intent
upon legislation favorable to
banks, and upon stopping legisla-
tion unfavorable to banking, a
necessary kind of activity in our
kind of democracy. It is repre-
sented by State and national or-
ganizations which do a lot of fine
work in areas where controversy.
does not blaze too brightly. It is
represented by many individuals
who are leaders in their com-
munities, but who too often tend
to leave it to someone else when
it comes to the great issues of
monetary, credit and banking pol-
icy. Nowhere, as I see it,. does
banking find a' voice, or voices,
which can and will provide con-
structive  leadership in dealing
with these problems. Nowhere
does banking find a voice which
gives a clear expression of bank-
ing opinion, or of banking differ-
ences of opinion which will at-
tract public interest and, perhaps,
a public following. ‘
This is a dangerous situation so
far as the institution of private
banking is concerned. It is not
“enough for banking to look after
its own special interests, to see
that it is not unfairly taxed, that
it is not subjected to unfair'com-
petition by 'government lending
agencies, to. fight in legislative
halls and lobbies what it deems
to be unwise legislative proposals
relating to the rules of the bank-
-ing business. It is not enough to
hold aloft the banner of States’
rights, to proclaim the need for
checks and balances, and to fight
against undue centralization of
power,

Banking Stands for Something
Besides Its Own Interests

A positive affirmative approach
to the great economic. issues of
the day is a plain duty of the
banking community, as I see it—
and also of the bank supervisory
authorities. " If such an approach
were forthcoming, I would mnot

expect the banker to become a
popular hero.: I would not expect
banking to become a popular study
among the millions. But I would
expect the public to get the idea
that banking stands for something
besides its own special interests,
I would expect banking to take its
place - with progressive industry
and organized labor in trying to
influence and mould public opin-
ion on the critical economic issues
of our times. Banking needs to
speak with ‘a clearer voice on
matters ‘which aré necessarily
-controversial because they involve
deep-seated and conflicting inter-
ests. '

We who are charged with the
continued development of the pri-
vate banking system of the United
States should help banking fo find
that voice. =~ Your organization
which is concerned with banking
in the 48 States and the terri-
tories can play a role here which
could dwarf in importance any-
thing which you have done in the
past. I hope that you will find it
in your hearts and minds to enlist
in this cause, - >

ABA President Says
Sproul’s Criticism  of
- Bankers Unwarranted

James E. Shelton, head of the
American Bankers Association.
and President of the Security-
First National Bank of Los-
Angeles, in a_ -
press inter- ;
view at Chi-
cago on Sept.
30, denied the*
charge by
Allan. Sproul,
contained in
the foregoing -
address, that
banking lead-
ers take a
negative ‘atti-
tude on na-
tional eco-
nomic and fi-
nancial devel-
opments,- Mr, "
Shelton is reported to have inti-
mated that Mr. Sproul was irri-.
tated with the ABA because it
had actively opposed the Federal
Reserve’s demand of Congress for
more extensive powers over the
nation’s  banks. . .

Mr. Shelton praised the attitude
of the American Bankers Asso-
ciation and his predecessor, F.
Raymond - Peterson, chairman of
the board of First National Trust
Co., of Paterson, N. J. for not
taking sides last year in the con-
troversy then raging between the
Federal Reserve and the Treasury
over the management of the na-
tional debt, particularly regarding
pegged prices of government
bonds.

Former ABA President
Peterson; Mr. Shelton pointed out,
refused - to put this controversy
on a personal basis and by virtue
of the fact that he refused to per-
mit the association to become en-
tangled in that debate, the ABA
later was able to play an essential
role in bringing about the subse-
quent  agreement between the
Treasury and the Federal Reserve.

“All of us individually have a
high regard for Allan Sproul,” Mr.
Shelton told the press conference.
“But I think there’s a tendency
among all of us to believe that
anyone who doesn’t agree with us

James E. Shelton

- 'lacks statesmanship and courage.

I don’t personally think that. the
association as such should become
a participant in every quarrel that
has personal angles to it.”

Questioned about criticism from
within the  ABA on policy mat-
ters, Mr. Shelton admitted that
some existed but on specific issues
only. In general, he said, there
was no_criticism, but he added,
“there is always a difference of
opinion over where emphasis has
been placed.” k
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- Mr.- Shelton ' praised efforts of
banking associations in the vari-
ous -states .and noted that the
ABA worked closely with these
groups at the local level. The na-
tional voluntary credit restraint
program which the ABA has been
most active in promoting is an
evidence of effective leadership
Mr. Shelton noted.

"Becker Group Ilffers
Ashland 0il Securities

Public offering was made on
Oct. 2 of a $7 000,000 issue of 20~
year 3% % sinking fund deben-
tures at 100% plus accrued in-

) terest, and of 50,960 shares of no

par value $5 cumulative preferred
stock, of Ashland Oil & Refining
Co. Offering price of the stock
was $99 a share plus accrued divi-
dends. A. G. Becker & Co. Inc. is
managing the underwriting group.
Giving effect to the new issues,
capitalization of Ashland Qil will
stand at $36,471,000 funded .debt,
146,202 shares of $5 cumulative
preferred stock, 257,409 shares of
$1.20 cumulative convertible pre-
ferred stock, and 2,181,804 shares
of common stock $1 par value.
Proceeds from the new finan-
cing will be used to construct ad-
ditional facilities at Buffalo, N. Y.,
Catlettsburg, Ky. and. at various
watér terminals, and for the ac-
quisition of an additional towboat
and barges. Large capital expen-

‘ditures are planned for the com-

ing fiscal year for drilling, pipe
line additions and other facilities.
The company expects fo provide
funds for these projects out of
present cash, depreciation and de-
pletipn reserves and retained
earnings.

Ashland Oil in the 10 months
ended July 31, 1951, had record
sales of $168,451,501 and net earn-
ings of $10,267,799, reflecting the
company’s rapid growth since 1947
when sales and earnings for the
tiscal "year, were $29,067,000 and
$2,898,034, respectively.

Joins Morgan Staff
(Specia] to THE FINANCIAL CHRONICLE)

LONG BEACH, Calif—Rene S.
Smith is now affiliated with Mor-
gan & Co., Farmers & Merchants
Bank Building. He was formerly
with Pacific Company of Cali-
forma. K

With Protected Investors
(Special to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.—Cecil
O. Gordon has become associated
with Protected Investors of Amer-
ica, Russ Building.

Joins Waddell Reed
(Special to THR FINANCIAL CHRONICLE)
LINCOLN, Neb.—A. C. McKee
is with Waddell & Reed, Inc.,
Barkley Building.

This advertisment is not, and is under

NEW ISSUE .

Dated October 1, 1951

OFFERING PRICE 101.931%

A. C. Allyn and Company

+ Incorporated

' October 3,+1951..

an offer of these securities for sale or a solicitation of an offer to buy
any-of such securities. The offering is made only by the Prospectus.

$15,000,000

Public Service Company of Colorado
First Mortgage Bonds, 3% % Series due 1981

Copies of the Prospectus may be obtained in any State only from such
of the several Purchasers named in the Prospeclus and others as
may ‘lawfully offer these securitics in such State.

Kuhn, Loeb & Co. .

Wood, Struthers & Co.

no circumsiances to be construed as,

Due October 1,‘ 1981

AND ACCRUED INTEREST

Eastman, Dillon & Co.*

jitized for FRASER
/lfraser.stlouisfed.org/*
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| Pennsylvania Brevities

Acute Growing Pains Bring Problems
to New Industrial Area

Most communities develop in an
orderly manner with facilities

planned unhurriedly and added.
‘step by step as needs become fore-.

" seeable. Not so in the new indus-
trial empire centered about Mor-~

. risville, Penna., where confusion

prevails and where standard oper-
ational procedure is reduced to
one word—“rush.” "

/ The scramble has been. precipi-
‘tated by a drastic forward move-

" ‘ment in the construction schedule

of U. S. Steel Corp.’s giant Fair-
less Works. Originally planned
for completion in 1955, it is now
expected that the first sheets and
-strips will be rolled next month
-and. that metal will be poured
from the nine huge open hearth
-furnaces next summer. All facil-
.ities are expected to be integrated
~and in operation by the spring of
1953, - :

. A similar “on the double” ca-
dence has stepped up the tempo

" -of related activities all along the

‘line,  The steel industry is basic
and dozens ' of enterprises are
‘closely associated ‘with it in the
‘ﬁzxtmgcity of suppliers or users, or

Currently - involved are .the
"building of two complete towns to
“house and provide the needs of
‘thousands of permanent new resi-
‘dents. A self-contained commun-
“ity to be known as Fairless Village
-is rising at the rate of 16 houses
.per day. Already over 700 dwell-
ings are under roof and more than
100 are occupied. By the end of
‘mext year the development is ex-
pected to house over 5,000 fami-
' lies, Planning and construction
-is by the Danherst Corp. 'Houses
are two- and three-bedroom ranch
types, prefabricated by the Gun-

nison Corp,, a U. §. } Steel sub-
We solicit inquiries in
General Manifold & Printing

Leland Electric

, American Pulley
A. B. Farquhar

Bearings Co. of America

Riverside Metal

'HERBERT H. BLIZZARD & C0.

1421 CHESTNUT STREET
LOcust 7-6619

S Y T T T T T I I I I I T 7 7T T 77 77

- Pennsylvania Water
& Power Co.
Common Stock

Free of Penna. Personal Property Tax
This Company’s 1950 annual ‘report

. makes interesting reading for
investors interested in

“SPECIAL SITUATIONS”

for income and appreciation,

BOENNING & CO.
Philadelphia 3, Pa.

Pocono Hotels Units
A. M. Greenfield 55 1954
Leeds & Lippincott Units
Talon Inc. Preferred
American Dredging Common
Lehigh Valley RR.

Annuity 4%'s & 6's

Samuel K. Phillips & Co.

Members Phila.-Balt, Stock Ezchange
Pennsylvania Bldg,, Philadelphia
;‘eletype Y. Phone

. Sun Oil Co.;

" mill of National

N.
H 375 COrtlandt 7-6814

igitized for FRASER

sidiary. They are priced at up to
$10,950. )

The firm of Levitt & Sens, Inc.,
of New York, has obtained options
on acreage sufficient to erect 16,~
000. homes on a ‘tract between
Morrisville and, Bristol and . will
shortly begin the development of
Levittown, Penna. Houses will be
in the $10,000 class.

H. Charles Ford, Director of
District 7, United Steel Workers
(CIO), has urged the developers
of housing projects to make -a
minimum of 3,000 homes available
to prospective workers on a rental
basis.

“Many of the workers who will
come into the area will be unable
to buy houses,” he said. “They
will have insufficient savings for
that purpose. The community
planners should petition the au-
thorities to create a proper plan-
ning commission that will make
certain that rental housing will be
available.”

Adding to the present housing.
problem are the requirements of
some 4,000 construction workers
whose numbers will be increased
by ‘another 2,000 before the. steel
plant is completed. Most of these
men are engaged in work of a
temporary nature and may be ex-
pected eventually to move on to
other. localities. However, - the
springing up of related enterprises
will keep many in 'the ‘area for
some time. Nearby housing facil~
ities are exhausted; a number
commute from Philadelphia and
Trenton and still more, with their
families, live in trailer camps not
far from their jobs. -

The prospect of insufficient
schooling facilities is already pos-
ing a problem 10 educational lead-
ers.. - Enrollments have mounted
sharply in ‘& niimber of school dis-
tricts in the area. Dr. Charles
Boehm, Bucks County school su-
perintendent, foresees the possi-
bility  of halftime sessions, and of
even Ariple sessions; unless spe-
cial legislation is forthcoming to
provide for additional school con-
struction,

% 0 #

The Present Line Up

Translated into individual com-
panies and subject to almost con-
tinuous upward revision, . the
“new industry” look of the Tren-
ton '~ Philadelphia - Wilmington
workshop area includes:

U. S. Steel Corp. and subsidiary
companies, National Tube, Ameri-
can Steel & Wire and U. S, Steel
Products; Kaiser Metal’ Products,
Inc.; General Refractories Co.;
American Anode Co.;s Stokes

. Molded Products, Inc.; - Hoegan-
Co. :

aes Sponge Iron

Expansion of existing facili-
ties: Colorado Fuel & Iron Co.;
Warner Company; Pennsylvania
Railroad; Atlantic Refining  Co.:
Texas . Co; Smith,
Kline & French: Budd Co.; Na-
tional Dairy Products Co.; General
‘Baking Co. ¥ »

Planned: Completely integrated
Steel Co. f

* £ %

Philadelphia Electric Co,

. PHILADELPHIA—*“Raising 'the 1]

sights” has become almost routine
among eastern Pennsylvania
power companies. Last August,
H. B. Bryans, President of Phila-
delphia . Electric Co., announced
that company’s expansion Pro-
gram through 1955 has been set at
$320,000,000, Now, H. P. Liver-
sidge, Board Chairman, has told
stockholders it is necessary to up
the figure to $365,000,000 to reach
the generating capacity to be re-
quired by 1956, , - . . -
The company has already in-
stalled 708,000 kw. of new gen-
erating- since 1945 at a cost ‘of
$217,000,000. Capacity. is expected
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to reach a total of 2,686,000 kw. by

1956, more than double company’s -
‘ facilities -at ‘the end of the war.

% # #*

Pennsylvania Electric.Co.
Bids for the purchase of $5,000,-

= 000 Pennsylvania Electric Co. first

mortgage bonds and 30,000'sharps
of cumulative preferred stock, par
$100, will be opened at 11. a.m.,
Oct. 9. Coupon and dividend rates
will be named by the successful
bidder.

# # %

American Bantam Car Co.

PITTSBURGH—Federal Court
has set Oct. 15 to hear arguments
on the proposed sale of the assets
of American Bantam Car Co.,
Butler, Penna., to The Sixty Trust
of Boston, an organization repre-
senting the salaried employees of
Textron, Inc. Consideration ‘is
stated .to be $1,400,000 for land

“'scheduled for March, 1952.

adjacent to the company’s present
automobile body plant.on Hunt-
ing’ ' Park Ave. . Completion is

% % #

“Hello Central, Give Me P-B”

Last Monday the Philadelphia-
Baltimore Stock Exchange opened
offices -in' the :Southern Bldg,,
Washington, .D. C.,, with facilities
for the direct transmission of
orders to the Exchange floor in

.Philadelphia. : Local clearing- ar-

and buildings and $401,000° for

machinery and equipment. If sale
is consummated, it is understood
plant will be leased to Thompson
Products, Inc., for the production
of jet engine parts. ’

Two stockholders have filed ob-

jections stating that the proposed .

transaction represents  an un-

warranted liquidation rather ihan

a bona fide sale. Other buyers

are reported to be interested.
% L #

Thunderjets at Bristol

announced its second large jet air-

rangements have been provided

- for the use of the. 11 Washington:

member firms,

The Bureau of Business Re-
search at Pennsylvania State Col-
lege reported that its index for
industrial activity jumped to 225
in August, a rise of 20 points com-
pared with the same month a year
ago. The new record level is at-
tributed principally to gains in
heavy industries and the produc-
‘tion of durable goods. Light in-
dustries, particularly textiles, are
lagging.

% # #

“Invest in America Week”

PHILADELPHIA — The “Invest
in America” movement, which

.had its inception in Philadelphia

in ©1949, will present its 1951
program-in a series of Iuncheons

‘- to-be.held daily next week. Dates

.and topics have been scheduled as

craft defense contract, Complete.

fuselage = aft sections :for .F-84
Thunderjets will be manufactured
and assembled at the company's
Bristol, Penna., plant where wing
assemblies for the Canberra twin-
jet light bomber are already ‘jor
production. s '

says that approximately 2,000 ad-
ditional workers will be employed
and that expansion and rehabili-
tation of plant facilities is costing
$1,000,000, oy

# £ &
H, K. Porter Co. Expands ‘
PITTSBURGH — The 'H. K.
Porter Co. has purchased Buffalo
Steel Co. of Tonawanda, N.Y., for
cash. The latter company is a’'pro-
ducer of light steel products with
an annual capacity of 70,000 tons.
% # Eg *

Enough of Snuff

PHILADELPHIA — The Walter
E. Garrett snuff fortune, " esti-

mated to have- grown ‘to-about -
~$22,000,000. since the death of his

widow 20 “years ago, is about to
reach final distribution and settle-
ment, sl

Mrs. ~ Henrietta = Garrett was
childless and died intestate. In ‘the
interval since her demise, .thou-
sands of persons from all over the
world have sought to establish a

stake in the fortune. Each -claim:];

required months, and, in instances,’
years of painstaking investigation,

Hearings
the audit and
have  been
Orphan' Court: Judge . Charles'

final accounting

Klein, The' residual estate,” after.

all fees, taxes and expenses, will

: ¥ 1 .
Kaiser Metal Products, Inc. has Jfollgws

~.Oct.” 8—“Women Investors in
America.” Sponsored by the Con-
sumer Advisory. Council, Chamber
of Commerce and the Investment
Women'’s -Club. ‘Sylvia Porter, fi-

‘nhancial writer, will be the prin-

S. D. Jackley, plant: mahééér;:‘-CIAUb‘ s

in ' connection - with"

concluded - before .

be divided in equal shares among-

Mrs. Constance K, Mock, Wilson
P. Kretschmar and J. Howard

maternal side. Mr. McGrath repre-.
sents the vested interest of
Johann ‘Peter Christian’ Schaefer
of Germany, under the Govern-
ment claim against the property of
an enemy alien. :

Budd to Build Tank Hulls :
PHILADELPHIA — The Budd
Company is spending $6,000,000 in
the construction
be devoted principally  to the

machining, welding and painting : ||

of Army -tank hulls and turrets.

' MeGrath, Attorney General of the .
J. S. The first two persons - are .
lineal heirs of first cousing on the .

of a new plant to-

.

The two-story structure will be,

i )

‘Exchange.

cipal speaker. .’ i :
.- Oct, 9—*“American - Consumers’
Day.” -Spohsor, ; Poor . Richard

. Oct. 10—“Laber & Industry . of
America.” Sponsor, Rotary Inter-
national of Philadelphia, ;
Oct. 11—“Freedom to Invest.”
Sponsors, . Association * of  Stock
Exchange Firms; Investment

' Bankers Association, National Ag-

sociation of Securities Dealers and”
the Philadelphia-Baltimore Stock
.Oct. 12—“Youth of America.”
Sponsored by Junior Chamber of
Commerce and Americans for the
Competitive Enterprise-’ System;

Inc.

Transit Encyelopedia
".'The Allegheny  Conference on

Community *Development, . the
Pittsburgh’ Regional Planning As:

.;sociation - and : the ‘Pennsylyania

Economy - League - have . jointly
sponsored  and - made: available a
detailed report on the long-range
problems ‘of mass..transportation

in Pittsburgh
County, - = - ¢t g e o
- Foreseeing the possibility of a

future major crisis in mass trans-

portation, the Conference is of ihe
opinion that steps should be taken
toward eventual unification of ail
transit = facilities  in Allegheny
County; that Pitisburgh Railways
<Company- be -considered as the
nucleus of ' the unified system,
with the gradual addition of the
15 independent bus companies en-
tering the downtown district, and
that the form and type of the
unified -system be decided upon
after- thorough discussion by the
public and elected public officials,
The Conference suggests that
the problem of mass transporta=
tion be lifted to a new and civie
level of discussion. )
Over four years of research and
collation have gone into the prep-
aration of the study which is un~
usually thorough in - developing
the case for complete unification
of operation and ownership. The
report  is' submitted : by - Phillip
Robinson, Project Manager.

Maurice Hart V..P,

-Of N. Y. Hanseatic -

Maurice Hart e

Maurice Hart, herefofore. assist-
ant vice-president, has been elect-

ed a vice-president of New .York

Hanseatic Corporation, 120 Broad-
way, New York City. In reporting
Mr. Hart’s ‘advancement -in the
“Chronicle” of September 27, a
photograph of Maurice I.. Hart, of
Fordham' University; was  inad-
vertedly used.

J. H. Thompson V.-P.

- Of B. W. Pizzini Co.

J. Harold Thompson has been '

elected a vice-president. of - B: Ww.
Pizzini & Co., Inc,, 25..Broad

Street,’ New-"York - City. . Mr,
Thompson, who has been with' the -
firm 14 years; will.be in charge of '

the ' Industrial Securities. Depart}
ment. : R

Semi-annual

- STROUD &

": ALLENTOWN , o PITTSBURGH NEW.

—

Equipment Trust Certificates
~ City of Philadelphia Bonds
o -as of June 30, 1951 ..

“ Now availuble for distribution : LR
Write for-your copy. . : )

—

Incorporated
PHILADELPHIA 9

Appraisals

COMPANY

YORK BCRANTON e . LANCASTER

st

———

-i’and: Allegheny -
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" GREAT LAKES STEEL CORP.

Detroit, Michigan. The only integrated

steel mill in the Detroit area. Produces a .

wide range of carbon steel products . .

is a major supplier of all types of steel for T ‘ S
the automotive industry.

WEIRTON STEEL COMPANY | A ’ ' STRAN-STEEL bIVISION

Mills at Weirton, West Virginia, and §a ' Unit of Great, Lakes’ Steel Corporation.
Steubenville, Ohio. World’s largest ; ¢ ; Plants at Ecorse, Michigan, and Terre
independent. manufacturer of tin plate. P s owow Haute, Indiana, Exclusive manufacturer
Producer of awide range of other important . . i - : of world-famed Quonset  buildings and
steel products. it ) g : . Stran-Steel nailable framing.

- HANNA-IRON ORE COMPANY
Cleveland, Ohio: Produces ore from

extensive holdmgs in Great Lakes region. .

- NATIONAL STEEL PRODUCTS Co;

Located in Houston, Texas. Recently ' -
erected warehouse covers 208 ,425 square

National Steel is also pgrticipating in the L A\ } 3 IA 4 ‘ ‘ JE feet. Provides modern fac1l1t1es for distria- -,
development of ~ new a‘Labrador Quebec ! N ! ] P | i 1 ‘ bution of Nationdl Steel products through~ -
iron ore fields. . I\ ' 4 /8 out Southwest,

© NATIONAL MINES CORPORATION

: : . o Coal mines and properncs in Pennsylvama
THE HANNA FURNACE CORP. - West Virginia and Kentucky. Supplies hlgh’

Blast furnace division of National Steel ) e grade metallurgical coal for the tremendous
located in Buffalo, New York, . needs of National Steel,

National Steel is avcomplete, self-contained steel furnaces, mills and machines, melt.. .roll. .. finish
producer. Its production starts in National . distribute its steel.

Steel properties beneath the earth’s surface. It~ Apq Natlonal Steel continues to expand, continues -
ends with finished steel and specialized products s xmplement its steel:making’ power. The com-
that National Steel furnishes to the industries = pletion of a new blast furnace, open hearth furnaces
of America. _ and other major facilities will i increase its annual
Within its structure, National Steel possesses ~ capacity from 4,750,000 to 6, 000,000 tons of ingots
every resource and every facility réquired for. by 1952. In addition, National recently purchased
the transformation of ore into steel. a site for'a completely new mill on the East Coast.

National Steel mines and quarries yxeld its raw  'This is National Steel .. . completely integrated,
materials. National Steel boats, barges and trucks  completely independent . . . one of- America’s -
transport ‘its- products: National Steel men and . largest and fastest growmg producers of steel,

NATIONAL CORPORATION

“GRANT BUILDING PITTSBURGH PA.

SERVING AMERICA BY SERVING AMERICAN INDUSTRY

itized for FRASER
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Purchasing Agenis Gite Business Improvement

" Business Survey Committee of National Association of Pur-
chasing Agents reports, however, reduction in back orders
though at slower pace. No boom in business for balance of

year predicted.

A composite opinion of purchas-
ing agents comprising the Busi-
ness Survey Committee of the
National Association of Purchas-
ing Agents,
whose Chair-
man is Robert
C. Swanton,
Director of
Purchases,
Winchester
Repeating
Arms Com-~
pany, Division
of Olin Indus-
tries, Inc,
New Haven,
Connecdticut,
indicatesthere
has been a
slight im<
provement in
general busi=
ness, the first step-up since April.
Back orders continue to slid'e,
though at a slower pace than in
previous months. Production in-
creased a little, but there is still
a wide gap between declining or-
ders and production. There has
been 'a' decided -upswing in de-

Robert C. Swanton

fense orders. and production, How-.

every: according- to the survey,
much of our civilian production
capacity appears to be unsuited
for conversion to present defense
requirements, and this area of our
industrial economy jis beginning
to suffer from lack of orders or
from shortages of the controlled
materials for orders on hand.
Faced with an ever - increasing

break-even point and severe cuts
in fourth-quarter material allot-
ments, such manufacturers may
be moving into a difficult last
quarter. Prices seem to be level-
ing off, but .are not consxdex;ed
stable.” Employment is high, being
up for defense and down for civil-
ian.. Buying policy is very con-
servative.

The report continues as follows:

“Considering normal seasonal
trends, the lift off the bottom is
not indicative of a boom in gen-
eral business the balance of this
year. Business is expected to be

:good but much depends upon fur-

ther acceleration of defense pro-
duction.

Commodity Prices

“Prices of industrial materials,
particularly the uncontrolled agri-
cultural products and soft goods
which have been slowly declin-
ing for the past few months, ap-
pear to have leveled off in Sep-
tember.  Purchasing executives
point out that this may not indi-
cate stability in the general price
structure, as' the price control
regulations continue to be confus-
ing. Buyers are now not expect-
ing many price rollbacks. Keen
competition by manufacturers
with no._defense orders, for the
diminishing volume of fabricated
items incorporated 'in - civilian
products, is holding many prices
below the ceilings which might be
justified by the revised Defense
Act or the OPS formula, That such

7
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American Enterprise
: with

gl 55

OWNERS

: es, there are 76,251 stockholders in Ohio Edison Company
Y-—holders of common and preferred shares. At current
market prices this ownership is worth about $189,000,000.
These invested savings have helped build electric facilities
to serve a territhy of over 1,800,000 population.

. Who are these people? And where do they live?
' Ohio Edison stockholders live in every state in ‘the Union

and in 29 foreign countries, There are 32,000 men and 31,000

women owning stock as individuals, and 9,400 individuals
owning stock jointly or as fiduciaries. They represent almost

. ‘every trade and occupation.
*,Ohio and Pennsylvania,” "~

" Then there are over 3,200 otl-{_‘ler stockholders—é—instirgt}ce“'
_ companies with their millions of ‘policy holders backed by
*“guch investments as these; religious, educational .and other . <

Over 18,000 of them live in

i

institutions; labor unions, pension funds and trust funds,

This is the American way—a true’ pecple’s b'wnérship—-':‘ i
where people invest in business-managed, tax-paying enter-

prises, to build resources that serve the public ‘without any
burden on tax-payers or public credit—and where people, as

owners and bgil@ers, receive “wages”
working for the public goéd, /! .

OHIO gm comp

.. General Offices:

on their investment

»

a
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Strange Attitudes Toward Gold

“In June, 1947, the Fund issued a statement rec-
ommending to its members that they take effective
action to prevent external transacions in gold at
premium prices, because such transactions tend to
undermine exchange stability and to impair mone-

prices may not go much lower is
indicated by the complaints of
many producers that they are un-
Fomfortably close to rising break-
‘even points, and will be further
squeezed by the generally increas-
ing wage pattern. No definite
over-all trend in prices is expect-
ed to develop in the next. few
months. )
- Inyentories

“The trend to lower purchased
material inventories continues at
a somewhat slower rate than in
the past. three months. Many are
now reported down to, or below,
economical operating minimums,

With fourth - quarter controlled .

material allotments limited for
civilian production, industrial in-
ventories will continue to decline.
A better balance is reported. In
the effort to reduce costs, more
attention is being given to mate-~
rial turnover rates. ;

Employment

“Factory employment remains
at'a high level, increasing inthe
larger defense plants, decreasing
in. number and working time in
others. Layoffs and short time are
principally due to lack of critical
materials and no immediate pros-
pect of defense work. In some
areas, labor is reported reluctant
to move from one locality to an-
other where jobs are available.
Many strikes — more to come,
Labor is generally reported un-
easy.
! Buying Policy : x
,“With CMP advance aloltments
running into the third quarter of
1952, it might be expected that
buyers would take a longer com-
mitment position. The September
survey reports no change from
the previous. policy, with a pre-
dominant 90-day coverage. Pur-
chasing managers are keep their
noncontrolled material orders in
balance with scheduled commit-
ments for CMP allotments. . Cut-~
backs in these' allotments for
fourth quarter: have resulted in
substantial cancellation of other
commitments. The revival of Ko-
rean peace talks 'is generating
more caution.

Specific Commodity Changes'
. “The trend to price leveling in.

; September is' supported by the

small number of price movements
reported.

Quoted higher: Automobiles,
butanol, cellophane, cement, corn-
starch, batteries, fuels, machine
tools, mercury, vegetable oils,
phenol, polystyrene, resins, tur-
pentine, .

On the down. side: Fatty acids,
- containers,  juices, dried fruits,
shortenings, work gloves, hides,
Iumber, scrap paper, rubber, soap,

- stearates, textiles.”

Dean Witter Open's
~ Branch in Phoenix
With Lee, Ficks

PHOENIX, ‘Ariz—Dean Witter
& Co., member of the New-York

¢ Stock A Exchange, announce the

opening of an office at 250 North
Central Avenue: Resident Man-
ager of-the branch will be Benton
M., Lee.. ‘Albert Ficks, Jr., will be
Manager of the Municipal Depart-

; ment, and Eugene F. Tompane,

Sales Manager,  Also. associated

* with' the office  are John B. Ellis,

William' 'W. Lambuth, Emil Pin-

diak, James G. Henson, William
»A.‘Har\(ey‘ and: Frank A, Stewart.
" Messrs. Lee, Ficks and Tompane

were formerly partners in Benton
M. Lee, Ficks & Tompane, which
has been dissolved.

Daniel Reeves Adds’,
(Special to THE FINANCIAL CHRONICLE)
' BEVERLYHILLS, Calif—Irwin
. Spivey has been added to the staff
- of Daniél' Reeves ‘& Co., 398 Bev-
erly Drive, members of the New

1.+ York -and: Los: Angeles. Stock: Exeis.

changes,

tary reserves. From time

to time the Fund has re-

viewed its recommendations and the effectiveness
of action taken by its members.

“Despite the improvement in the payments posi-
tion of many members, sound gold and exchange
policy of members continues to require that, to the

maximum extent practicable, gold should be held

in official reserves rather than go into private

hoards.

“It is only as gold is held in official reserves that
it can be used by the monetary authorities to main-
tain exchange rates and meet balance of payments

needs.
“However, the Fund’s

continuous study of the

situation in gold-producing and consuming coun-
tries shows that their positions vary so widely as
to make it impracticable to expect all members to
take uniform measures in order to achieve the

objectives of the premium

national Monetary Fund.

gold statement.”—Inter-

We rob gold of its monetary status, and in all but
name of its monetary function, yet we act as if it
still possessed some magic power to do the im-

. possible!

Surplus in Treasury’s

Cash Budget Forecast

National Industrial Conference Board ' statisticians, after

making adjustments and assuming increased taxes at' $4.4

billion, estimate Treasury’s cash surplus in 1952 may be
$1.5 hillion.

Members of the Research Staff
of the National Industrial Confer-
ence Board, headed by Theodore
R. 'Gates, have probed .into the
various estimates on how much
the Federal Government would
take-in and how much it would
spend in the fiscal year 1952. The

‘result' of their studies and their

estimiates is contained in the fol-
lowing “Budget Scoreboard.”

“After Korea, deficit prospects
rose steadily, reaching a gloomy
peak with last January’s forecast
of a $16.5 billion deficit for 1952.
Since then they’ve come back
down to a point where it’s possible
(if you go along with certain as-
sumptions) to see no 1952 deficit
at all. This is how it all came
about. /

“The scoreboard for fiscal 1952
starts out eight months ago with
the January budget when Admin-
istration estimates and forecasts

were:" .
Billion
Expenditures
Revenue

Deficit
New taxes necessary to
balance the budget ____ 16.5

“Fortunately for the taxpayer,
this ominous outlook was short
lived, In April, the Treasury con-
ceded that rising output, incomes,
and prices meant that revenue
was- understated by $3.4 billion
(by $5.8 billion according to the
staff of experts of the Joint Com-~
mittee on Internal Revenue Taxa-
tion). Later, toward the end of
June, Budget -Bureau - officials
came up:with a cut in outlay ex~
pectations.”” The ‘January figure,
they-said, was $3.1 billion too high
because it wouldn’t require as
much money as had been esti-
mated to" take care of military
needs, foreign aid and other de-
fense programs, and to mobilize
private industry. With these re-
visions,
became:
. Billion
Expenditures
Revenue

Deficit
New: taxes “necessary- to-*"
balance the budget ... 10.0

the official position.then.

“This is still the . government’s
view of the budget outlook. But
official accounting methods choose
not to consider a lot of pretty im-
portant fiscal factors. The biggest
omission stems from limiting rele-
vant factors just to the balance
between net receipts and outlays
in what is known as the conven-
tional or administrative budget.
By so doing, the now substantial
movements of payments in and
out of trust funds are excluded
and a maze of intragovernmental
and noncash transactions are in-

‘cluded which involve no actual

cash but merely bookkeeping en-
tries. If we place the above re-
vised estimates on a consolidated
cash basis to better reflect the im-
pact of federal operations on pri-
vate incomes and purchasing pow-
er, the scoreboard then becomes:

& . Billion

Cash payments to the
public

Cash receipts from the
public :

Cash deficit

“To get the full picture, some
allowance should also be made
for “current Congressional deci-
sions. It’s still too early to make
any reliable estimates of savings
on-the expenditure side (besides,
Congress doesn’t act directly on
outlays but on -appropriations’ of
funds which may or may not be
spent - this' year; by the same
token, some outlays to be made
this "year . derive - from previous
decisions). But some adjustmént
can be made for revenue, since it
seems probable, at the. time .of
writing, that new taxes will be
voted. For want of a more certain.
figure, the Treasury’s estimate of
$4.4 billion of added revenue to
be collected this year under the
new tax bill as it emerged’from
the House (or the revised figure
when Congress finishes with
taxes) could be tentatively added
fo .the estimates. This whittles
down the deficit markedly and
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makes the outlook, -on the con-
ventional budget basis, then:
Billion
Expenditures
Revenue

Deficit :

“And, making the same revenue
adjustments to the cash budget,
the deficit narrows to:

- Billion
to the
public 70.9

$
Cash - receipts -from the
public !

Cash payments

69.0

Cash deficit 1.9

“At the risk of gilding a budg-
etary lily, it must be pointed out
that this, isn’t the whole story.
Expert (fongressional opinion
holds that not $4.4 billion but $5.4
billion will 'flow into Treasury
coffers this year under the House
tax hikes. Together with its es-
timate of higher revenue from ex-
isting . levies . (see above), this
‘would improve conventional
budget prospects to:

y Billion
Expenditures

Revenue

Deficit )

“The same revenue adjustments
made to the cash budget actually

make. the deficit disappear and a
“slight surplus emerge: -

Cash’ : réceipts ; from
) ‘public- -

Cash Surplus

- “Moreover, - Treasury revenue
estimates as- presented "here as-
sume personal income of $250 bil~
lion and:corporate: income of '$45
billion. in  calendar. 1951, -With

- Billion -

gas is sold to residential, commer-
cial and industrial consumers, in-
cludes Salt Lake City, Ogden,

- Provo and other communities in

Utah and in southwestern Wyo-
ming. p

Natural gas supplies, produced
and purchased in Wyoming, Colo-
rado and Utah, are transported by
the company’s transmission system
which extends to the city limits of
Salt Lake City and Ogden. Dis-

tribution systems are owned and
operated by the .company  in its
marketing territory. ¢ :
Of gas produced and purchased
for sale in 1950, 79% was pro-
duced by the company and 21%

(1265) 21

¢

was purchased from other pro-
ducers. : . s
For the 12 months ended June
30, 1951, the company reported
operating revenues of $9,406,000
and net income of $1,955,000.

WINN & L

OPERATORS OF
3 LOVETT'S FOOD STORES
MARGARET ANN SUPER MARKETS
1 :_ STEIDEN SUPER MARKETS
TABLE SUPPLY STORES

3 e

The fastest

)

growing

grocery chainin

the SOUTH

federal .revenues heavily ‘geared .

to the .income tax, any rise in ag-
gregate income above these levels
would- mean bigger' tax receipts.
(July personal income was esti-
mated-at an annual rate of $251
billion; second-quarter corporate
income at $48.5 billion.)”

New Reynolds Branch

- .DURHAM, N. C.—Reynolds &
Co., members of the New York
Stock- Exchange, on Oct. 2,. 1951,
announced the opening of a new
branch office at 108 Corcoran
Street, Durham, N. C., telephone:
9-1907, under the management of
N. F. Morris.

Mr. Morris’ association with
Reynolds & Co. was previously
reported in the “Chronicle” of
Sept. 29.

‘Sales of $164,903,274 during the fiscal
“year ended June 30, 1951 placed the
Company in tenth position in chain food

TT GROCERY COMPANY

f
COMPARATIVE RESULTS AT A GLANCE

Fiscal Years

SALES

~June 30,1951

June 24, 1950 | June 25,1949 .

$164,903,274

$113,491,419:

$79,143,920
% Increase over, E ' ;

store sales for the year. This was Pravious Year

First Bostor: Group 45309,

Offers Min. Fuel Debs.

The First Boston Corp. headed
an underwriting group which on
Oct. 2 offered for public sale
$15,000,000 Mountain Fuel Supply
Co. 3% % debentures due 1971.
The debentures ‘were priced at
100.72% plus accrued interest to
yield approximately 3.45% to ma-
turity.

Of the proceeds of the sale the
company will apply $12,000,000 to
the prepayment of a bank loan.
The remainder will be added to
its general funds and will be
available for additions to the com-
pany’s - production, transmission
and distribution facilities -and the
development of - new. productive
natural' gas properties. .

The new' debentures have the
benefit of a sinking .fund suffi-
cient to retire not less than $600,-
000 nor more than $1,200,000 prin-
cipal amount in each of the years
1955 through 1970,
completion of this financing the
company will have outstanding
the $15,000,000 of debentures and

1,989,901 shares of common stock .

of $10 par value.: e

The company’s principal busi-
ness is the production, purchase,
transportation and sale of natural
gas. Its marketing area where

gitized f.or FRASER
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Upon the . -

an increase of 45% over sales for

the previous year. Current sales in

all divisions are running 12 to 15% above
last year’s figures, and in spite of major
tax increases, prospects for the ensuing
year are optimistic.

Continuing its vigorous program of
expansion, the Company has 12 new
retail store locations in various stages of
development, and it is expected that 18
to 20 new stores will be opened this year.
Subject to severe shortages or drastic
governmental restrictions, the Company -
intends to remain in “high gear” and meet
the continuing challenge of the times
with all the resources at its command.

WINN & LO

PROFIT BEFORE\
FEDERAL TAXES

Per Common Share
% to Sales

NET EARNINGS*
Per Common Share
% to Sales

DIVIDENDS PAID

Per Common Share
(Present annual rate $1.00)
Per Preferred Share

UNITS IN OPERATION
Retail Stores #° "
- Wholesale' Units is-iek - |-

*These figures do not include $528,588 co;vorlng refunds during the past two years.
of Federal Income and Excess Profits Taxes applicable tfo prior years,

VETT GROCERY COMPANY

General Offices: Jacksonville, Florida

$5,535,628
$4.24
3.36%,

$2,503,628
$1.90
1,529

$1,083,000

e )
80¢

$2.25

»

G

179

8419 | 55397
$2,366,746
$2.23
2.99%

$1,461,946
$1.36
1.85%

$496,620

$3.731,414
$3.37
3.29%,

$2,332,014
$2.09
2.05%

$669,000

56%5¢
$2.25

43/3¢
$2.25

mo| 13

9.

: 4 : RV -
Copy of complete. Annual. Report available on request,
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Bank and Insurance Stocks
—— By T E JOHNSON :

- This Week—Bank Stocks
Although in most instances loan volume reached new records,
the condition statements of the New York City banks as of Sept. 30
published this week reveal only minor changes in other segments
©f the balance sheet from those at the end of June.

Of the 14 banks which have published statements so far, 10. .

have reported an increase in outstanding loans over the totals at
the end of the previous guarter. In comparison with the outstand-
ing volume of a year ago, the loan. totalgin all except one:case are
substantially higher. E s !
. ' Other items in the balanée sheet show no .clear-cut trends in
" the quarter, Deposit changes vary with each individual bank.
Holdings of U. S. Government securities while generally below
a year ago; largely because of the larger volume of loans, did not
- change materially in the last three months.
‘- The totals of loans and deposits as of Sept. 30, 1951, June 30,
1951 and Sept. 30,.1950 for 14 of the New York City banks are
shown below. Statements of Bankers Trust, Guaranty Trust and
-Irving Trust up until yesterday had not been released.
£ ~———Lo0ans and Discounts—— Deposits

Sent. 30, June 30, Sept.30, Sept. 30, June 30,
1950 1951 1951

1951 1951
—000's omitted —
$ $ B $ (3 $
"Bank of Manhattan._._ 529,736 ~ 515,816 466,677 1,133,564 1,135,707 1,102,808
Bank of N. Y. & 5th Av. 130,837 134,501 135034 363,282 379,719 378,398
‘Chase’ National ______.. 1,953,537 1,892,132 1.587,141 4,747,263 4,793,338 4,448,165
Chemical Bank 679,006 685,096 535,862 1,610,159 ‘1,588,750 1,377,984
. Corn Exchange . 128,587 120,883 90,073 755,278 733,376 745,405
Empire Trust . _ 45,890 © 45217 30,311 140,322 149,570 133,962
First National __ 202,737 201,415 144,766 615,140

586,634 587,731 -~ 520,548 1,500,780 1,563,436 1,409,518
805,497 795,955 662,978 2,424,437 2,374,568 2,136.910
- 255066 291,072 213,927 634,299 674,532 593,305
1,888,518 1,823,837 1,500,435 5,070,367 5,078,996 4,823 894
312,558 - 297,890 . 250,814 689,093 703,579 668,186
Public National _ 257,055 256,975 243,485 467,689 456,837 471,514
U. 8. Trust x 51,849 57,788 45,266 123,848 131,023 115,353
“ _For those institutions that report operating earnings -on a
quarterly basis, the results were generally satisfactory. The im-
. pact of higher taxes currently in effect and the increase in levies
immediately in prospect were noticeable in the reported figures.
Aided hy a.large volume of loans and firmer interest rates,
operating earnings as in previous quarters continued to gain. The

_ Tise in operating expenses was modest. As a result, pre-tax earn-
~ings were considerably higher than in the first nine months of 1950,
Current tax rates of 47% compare with 38% for most of the

first nine months of last year. In addition, because of the likeli-
hood that the new revenue act currently being considered will be
retroactive until April 1 or even to Jan. 1, some banks have been
accruing taxes at an effective rate as high as 52%. Thus, the pro-
vision for taxes has largely absorbed the gain in operating earn-
ings with the result that final net shows little change from a year
ago. - ;
For example, Chase National Bank for the nine months ended
Sept. 30, 1951 reported net earnings of $2.04,a share as compared
with $2.06 a share in the similar period of last year. The impact
of taxes is illustrated by the fact that reserveés for Federal and
State taxes for the nine months amounted to $18,126,000 in 1951
as . against $10,400,000 for:‘the corresponding period -of 1950, an

increase of 75%. / )
Combined earnings of National City Bank and City Bank
Farmers Trust for the first three quarters were $18,453,860, equal
to $2.56 a share on the 7,200,000 shares currently outstanding. This
compares with $17,621,879 éarned in the first nine months of 1950,
equal to $2.84 a share ‘on the '6,200,000 shares outstanding at that

time or $2.45 on the presently outstanding shares.

Sept, 30
1950

Hanoyer Bank __
Manufactupers.. Trust. .
Morgan, J. F,
National City __.
New York Trust

620,760 . 620,991 -

 With F. L. du Pont

(Special to THE FINANCIAL CHRONXCL;]

Join Consolidated Invs.

SAN FRANCISCO, Calif.—Wil-
liam E. Butler, Jack H. Call, Wil-
liam" M. Livley, Robert. Marill,
Tom Vasilatos, and Jack Werher,
Jr., are now. with Consolidated In-
vestments, Inc., Russ Building. x

With Harris, Upham

Montgomery | Street. He

Mejia. 2

SAN FRANCISCO, Calif. —
Henry J. Nelson -is affiliated with
Francis 1. du Pont & Co., 317
was
formerly associated with Davies &

(8pecial o Tue, FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.-—Al-
bert J. Beaver is- associated with
Harris, Upham & Co., 232 Mont-
gqmery Street, He was formerly
with Davies & ‘Mejia and Blyth &
Co., Inc. ; ‘

N gt

COMPARISON & ANALYSIS
17 N. Y. City'
Bank Stocks

Third Quarter 1951
. Available October §

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

FARMINGTON, Mo.—Melvin P.

}Gie§§ing is’ engaging in the se-
lcurities business from offices on

North" Jefferson . under the firm.

name of M. P. Giessing &, Co. "
l ’ I Ll

NATIONALBANK
of INDIA, LIMITED

" Bankers'to the Government in @ -
Kenya Cnlany and Uganda *
Head Office: 26, Bishopsgate,
London, E. C,
Branches in India, Birma, Ceylon, Kenya

Colony, Kericho, Kenya, and Aden
_and Zanzibar

Subscribed Capital____£4,000,000
Paid-up Capital ______ £2,000,000
Reserve Fund --£2,500,000
The Bank conducts every description of
. banking and -exchange. business
= “Trusteeships and E)Eééutornhips
+ - also undertaken :

The Commércial_ and Financial Chronicle | ., Thursday, October-4, 1951

Net Earnings of Nati

Preston Delano, Comptreller o

-months ended June 30, 1951, an increase of $66
same period in 1950,

Comptroller of the Currency
Preston Delano announced today
that the national banks. in the
United States and possessions re--
ported net . P

;operating -

garnings of -
$473,000,000
for the 'six.
months ended
June 30, 1951,
an increase of
$66,000,000
over the first
half: of 1950.

. - Gross earn-

ings were $1,-
188,000,000,
This was an
increase of
$141,000,000
over the gross
earnings for the first six months
of 1950. 'The principal item of
operating earnings in the first half
of 1951 was $644,000,000 from in-
terest and discount on loans,
which was an increase of $129,-
000,000 compared with the corre-
sponding period in 1950. Other.
principal items of operating earn-
ings were $278,000,000 from -inter-
est on United States ‘Government
obligations ‘and $73,000,000 inter-
est and dividends on other securi-
ties, a total of $351,000,000, which
was a decrease of $8,000,000 com~
pared to the first half” of the
previous year, and $64,000,000
from service charges on deposit
accounts, an increase of $6,000,000.
Operating expenses, excluding’
taxes on net income, were $715,-
000,000 as against’ $640,000,000 for

* Preston Delano

onal Banks Increase

f the Currency, reports for six -~
million over

the first half of 1950. The 'prin-t
cipal “operating expenses wére

+$352,000,000 for salaries and wages

'of -officers and employees and fees
paid to directors, an increase of
$43,000,000 over the first half. of
1950, anhd  $104,000,000 -expended

"for interest on time and savings
-"deposits, an increase of $9,000,000,
-+ .. Adding to the net \operating
. earnings profits on securities sé61d
- of $14,000,000 and recoveries on

loans and investments, etc.1(in-
cluding adjustments in valuation
reserves) of $25,000,000, and de-
ducting- ‘losses ant charge - offs
(including . current additions to
valuation reserves) of $89,000,000
and taxes on net income of $166,-
000,000, the net profits of the
banks before dividends for the
six. months ended June 30, 1951,
were $257,000,000, which at an
annual- rate amounts to 7.99% of
average capital funds. Net profits
for the same period of the pre-
vious year were $269,000,000, -or
8.86% of average capital funds.

Cash dividends declared on
common and preferred stock to-
taled $115,000,000 in comparison
With $103,000,000"in the first half
of 1950. The annual rate of cash
dividends was 3.59% of average
capital funds and was 44.75% of
the "net  profits available. . The
remaining 55.25% of net profits,
or $142,000;000, was retained by
the 'banks "in their capital ac-
counts. - ; .
-’On June 30, 1951, there were
4,953 national banks in ‘operation,
which was a decrease of 24 banks
since June 30, 1950.

Continued from first page

The Administra

duction strangled, the domestic
livestock and ' scrap markets
bottled up, lead and zinc imports
disorganized—by the very stabil-
izers. ;

Official statisticians are another
unhappy lot. They have concocted
logical patterns by which to gauge
things to come. Variations of paid-
‘out “personal- incomes, in parti¢u-
lar, are to measure what consum-
ers will spend, and therefore what
prices might do, Well, personal
incomes: are rising, but instead of
more spending; consumer savings

~—savings accounts and insurance

policies — soared in the second
quarter and do not seem:to fall’
off in the third. What the Little
Man might do’tomorrow is a dis-
comforting puzzle to:the experts.

s 1 e O
Bamboozled: Americans. are
about. the only ones' who' think
that’ we scored a victory in San
Francisco. Remarkable, how. Mr.
Acheson managed to sell thiscoun-
try on the.idea that-he is a great
diplomat. Shutting off the debate
is the ragged ‘art of policemen,
not of statesmen, . i
- The. British are disgruntied be-
cause Japanesé exports competing
‘with theirs have not been re-
.,stra'inedi So are the Nationalist-
Chinese ,who have not even been
invited-—implying éventual  rec-

- ognition of Red China‘ that has
{ connived ,with imperialist Japan

—notwithstanding thé fortitude

-with which they stood the Nippon-

ese aggression for a decade. Aus-
tralia is fearful of Jap “friend-
ship” and the Philippines aré up-
set about the lack of satisfactory,
reparations. Frustrated are the
Japanese themselves who still have
to face reparations and to swallow -

] 'eur occupation not enly for: de-
fense, but also for ‘fpolicing".their;' as well. .Witness the family quar-

tion’s
Frustrations and Failures

country. ‘What kind of a: sover-
eignty is this when foreign troops
under foreign command are .en-

titled to police functions? The
Communists will make the most
of Atiay. b

We shall soon awaken to the
unpleasant - dilemma - that - Japan
either must. go into. business with
Red-China-or-will have te depend
indefinitely on our support: The
Russians, on the other hand; have
received everything they  could
expect without committing them-
selves to .anything; they enjoyed
a nice opportunity for global ora-
tory -and can-wait for the ‘Japa-
nese stew to boil. 3

-Korea is a major source of na-
tional frustration and a’ splendid
example of the American breast’s
‘eternal strength 'in ‘generating

« wishful hopés. ” Last. spring, in-

stead of following up our victory
and possibly annihilating the en-
emy, we grabbed foolishly at their
admistice ‘hint and keep hoping
ever- since, ' while they, the de-
feated, play hard-to-get. This is an
'exact parallel to their past policy
vis-a-vis Chiang Kai-shek. ,

. After. four months. of .futile
twittering, we have not yet come
to 'the preliminaries of the first
point .of an agreement on an ar-
mistice. Instead, we -give.them
~every - chance -to re-equip ‘them-

;selves, if .only, for a defensive.
‘Thus, ‘our 16sing North Koréa be-

-comes almost .an ‘accomplished
‘fact, and the prospects of ending
the “police action” are as remote
as ever. -Especially so, when our
major forces are being displayed
in theaters where there is no war.

11

. Frustrated men beat their wives
and children. This time-worn law
-of family life applies to public life

FONF R YO PO S

rels among the disgruntled: Man=
agers: Messrs. Di Salle and Erie
Johnston are ready to quit; they
cannot get along with Charlie

- Wilson who appears to -be: ‘the
., control set-up’s Rock of Gibrailter

—and its prospective scapegoat. |

It was an intra-party family
quarrel that forced'a frustrated
Labor: to ‘call for new elections.
It could not have choesen a-worse
time than Oct, 25 to test the popu-
larity of an oversold socialism:
right at the onset of ‘Britain’s
third and most serious- post-war
crisis, And this time, Britons know
what is coming. ; d {

The ‘“convertibility” crisis 'of
1947 was easily overcome; all that
was needed was to stop the pounds
conversation- (into dollars) and to
get fresh dollars — the .Marshall
Plan. The: crisis of 1949 was
stopped by the hothouse. tech=
nique of -devaluation and ime
port = restrictions while the in=
centive-killing - “controlled  infla=-
tion” continued. = But now, the
chickens of devaluation are com=
ing home to roost in the shape of -
mounting living costs which call
for higher wages, threatening the
loss of export markets. Europe’s
monetary hothouses . are running
short of coal (literally), for one
thing, which their fraudulent pro=
-duction-indices—boasting of 35%
rise over prewar levels—do nof
indicate. Since American prices
stopped booming, the short flurry
of Britain’s and Europe’s dollar
gains has given way to a sharp
reversal in her balance of pay-
ments, and the pound is depre-«
ciating again,

Britain’s . trouble is that her
physical and moral reserves have
been squandered under a reckless
regime, . The facts are well
known: over-taxation, capital
malallocation, -excessive : Welfar=
ism, super-bureaucratism, linger=
ing inflation, and so forth. They
have  little to- do with the:*“pres=
sure” of rearmament. Its pro«
jected cost for the' next three
years averages less than $200 mil=
lion per month,. less than one-half
of England’s current dollar defi-
.cit each month.

Conservative victory at the polls
should be a cinch under such cir-
<cumstances, and. it is virtually
conceded. Yet, Labor had to risk
elections, . Its - chances might be
even worse at a later day. Any= .
how, its left-wing was not willing
to sacrifice.an inch of the Welfare
‘State for the benefit even of-a
moderate-sized Garrison State.
The escape into elections saves the
Party’s unity and possibly its fu-
ture.

Nor is its immediate .prospect
quite as hopeless as it-may seem,
Peace is the.over-riding consid=
eration’ on the English .people’s
minds. Labor’s trump is the argu-
ment that they have avoided wa
(and never mind the '$300 million
income .from Iranian oil ‘or:the
honor and future of the Empire)
wwhile Churchill would “plunge”
into one or.two wars. As a mat-
ter of fact, in Britain as.in thé
rest of Western Europe, arma=
aents are the crucial question,. if
only to blame their plight on, and
to squeeze more dollars out of,
DUncle Sam. . }

The Ottawa conference: of the
Atlantic Pact nations has shown
that clearly. Instead of discussing
military matters as they were sups=
Dposed to do, the high governments
were concentrating on how to get
‘the *“‘dough.” Secretary 'Snyder
poured icy water -on their dollar,
enthusiasm, blaming Congress, .
with the result that the British,
announced their. intentions .to.
“stretch” their defense prepara-
tions.. The others threaten to cut.
them short even more drastically,
All of which spells disappointment
to Eisenhower, One of the Gen=
eral’s most frustrating problems is;
to make armaments. acceptable to
the Germans who bluntly refuse
‘to play soldiers, and to talk the
rest. of  Europe ' into ~accepting
‘German.armaments_which. it con.
siders -a-deadly hazard. .. Lacking =,
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any better solution, he fell in with
the French idea of a ‘European
army under French leadership, a
military counterpart to the Schu-
man Plan, which has been shelvéd,
of European coal-steel unity, and
similar 'plans in the agricultural
and monetary fields, all of them
stemming from the same French .
origin. ; N )

1,1t ‘should not be surprising if
Eisenhower  would not. find any
other way out of his frustrations

" but by—plunging.into the . presi-

dential campaign.

C v .

© Frustration,’no end, is to be the’
American taxpayer's lot. He will
have to realize what is well under-
stbod on ‘the other side, that tak-
ing over the responsibility for re-

. arming our “Allies” amounts to— - -
,taking .them-over. .What, 1r_1<§eed, L
i~ is the differénce between military

... and econaomie aid- when economic
‘- potential is the very foundation of

" military-power? Our commitments -
are unlimited; the sooner we face

", that fact, the better.
( +Tt- makes‘ little - difference ' that

the -International Fund: has- just -

© refused .to lend unless the pre-

sumptive  debtor restores multi-
ldteral . trade; - and ‘shelved ' the

I, question of what to-do about gold,

' . constantly - expanding.

. should "be :obvious.-
has just been accepted as equal in

abandoning .its sacrosanet princi- . -
ple ‘of a single gold price for each-
country; ~or :that $1° billion has’
been' cut from under a huge for- '

eign aid appropriation.” The pres-
sure on. Congress to restore the
cut "has" started - already, led by
Eisenhower in person—the double-
barreled. ambassador who repre-
sents America in Europe as well
as Europe in America. Indeed,
our entire foreign poliey is headed
for. a critical phase that may not

be more than a few months away.-

The following elements enter into
“The. Great Showdown”: (1) Red
China keeps up the appearance of
armistice negotiations so as not to
be.blamed -for their breakdown:

. 'The Korean' war :will’ continue at

an annual. cost of $5-$6 billion; so
will the concomitant domestic and
international : tension. The 'Ad-
ministration: soon will .be  con-

{fronted -with -popular. clamor. to:

resort to the:methods proposed by
MacArthur; but that might bring
the whole house of alliances down
on our heads.’

/(2) ‘Administration .and Con-

gress will have to resolve by next: ®

‘spring, -at -the: latest;  the  intra-
Pentagon - conflict * between ' the
two. kinds - of : defense  programs:
between .the “Balanced - Forces”
policy. (meaning the full-scale de-
velopment .of all three weapons)
and the policy of emphasizing the

air force at the expense of the two-

others. A :compromise between
the two schools. of thought is the
best . bet—implying the . highest
costs.

(3) Every step in the direction
of Western Germany’s remilitar-
ization is countered by the So-
viets ~with -.a: fresh concession
toward re-uniting the  two
Deutschlands. The effect on the
Germans is most disturbing; the
conflict will, reach. the critical
point some time during the win-
ter.- Shall we tolerate the unifica-
tion of - Germany at Moscow’s
price: that she should not arm?
Shall we force her into Defend-
ing' Democracy? Or bribe her by
ample raw material aid and dol-
lar: comfort? ;
< (4)-"Our- military and  there-
fore financial commitments are

means to take Greeee and Turkey
into the bosom of the Atlantic
Pact, to.embrace Spain gnd Yugo-
slavia,’and to cancel the embargo
on Italy’s armaments (at a forth-
CGoming . ‘conference in - Rome)

“rank” to Korea. The Near East,

." India,.-Burma: and Indonesia are

likely to .provide in due course

similar outlets for “‘defense” dol-,

lars. b

" (5) While"we are yelling “re-
drmaments”; from the housetops,
the  Russians. are filling the- air
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with “peace” ‘propaganda.” To
counter this very effective ap-
proach of the Soviets, which un=-
dermines the morale of the West
and especially of the East, we will
have to choose between slowing
down the armaments— virtually
serapping ‘'the ‘Truman - Acheson
program—or' start on a new peace
offensive on top of the defense of-
fensive.. “On top” means -addi-"
tional expenditures, and in-a big
way, such as raising the living

standards of a few hundred‘mi}-‘

lion backward peoples: ‘
- (6) If we tolerate the East-West

trade, the Russians gain; and‘we

lose if we do not tolerate it by be-

ing obliged to compensate  our
friends for their losses.

.. The Commercial and Financial Chronicle
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' (7) Above all, the Western Al-
lies will . be back within a few
‘months asking for hand-outs in a
.big " way—or else. -

v

'.The coming winter and spring -

will -bring the decision, and no
more ' halfway: solutions.
choice is not between war and
peace, The question is whether
our present policy of global com-
mitments is to be carried to the
bitter. but logical eonclusion—to
mational., bankruptcy—or will be
¢ompressed to rational propor-
tions.  ’ ’ T .
‘Poor ‘Mr. Truman surely needs
advice ‘to solve all these prob-
lems ‘and-simultaneously - to han-

N

- “dle-an unruly Congress. He is not

‘The .

'E"' o

short of volunteers to.advise him,
ranging from Tom Dewey to
Henry Wallace—from A ‘to B
(quoting Tallulah Bankhead).

Wm. J. Hill Joins -
- Coughlin and Go.

DENVER, COLO. — William J.
Hill  has joined the firm of
Coughlin and Company, Security
Building, as controller.- For 27
years Mr. Hill was associated with

‘the . firm .of ‘Bosworth, Chanute, -

. Loughridge and Company, as con-

troller for that firm. Mr. Ilill is
very well known in" investment
circles. ’ .

By notdealmgadeqzmtely with our oun

inflationary problem; we aggravate inflation
abroad, We also' increase the disequilibrium in balances
of international payments and strengthen the tendency

of foreign nations 1o set up trade barriers,

From THE GUARANTY SURVEY

cwanowen oo -(1267) 23

- Louis' A. F.'Fleck Joins
Livingston, Williams
(Special to THE FINANCIAL CHRONICLE) i
CLEVELAND, Ohio—Louis A:,
F. Fleck has become  associated*:
with Livingston, Williams & Co., !
Inc., Hanna Building. He was for-

. merly with Gordon Macklin & Co.

In the past he was in the invest-
ment business in Philadelphia and-
New York City.

With Rockwell-Gould -
*ELMIRA, N. Y.— Rockwell=
Gould Co., Inc, 159-167 Lake:
Street, announce that Louis E.
Schaefer of Binghamton has been:
added to their sales staff., .

Guaranty Trust Company of New York

MAIN OFFICE
140 Broadway

LONDON

- FIFTH AVE. OFFICE
Fifth' Ave. at'44th St.

PARIS

- MADISON AVE. OFFICE
Madison Ave. at 6oth St.

BRUSSELS

ROCKEFELLER CENTER OFFICE
Rockefeller Plaza at soth St.

J.. LUTHER CLEVELAND
Chairman of the Board

WILLIAM L. KLEITZ
President

THOMAS P. JERMAN
Vice-President

DIRECTORS

GLORGE G, ALLEN

F, W. CHARSKE Chairman,

Executive Committee,
J.LUTHER CLEVELAND * Chasrman
W. PALEN CONWAY

CHARLES P; COOPER .- President,

The Preshyterian Hospital
in' the City of New York

WINTHROP: M. CRANE. JR.
bairman of the Board,

STUART M. CROCKER . Chairntan
+ . of the Board,
The Columbia Gas System, Inc.

JOHN W. DAVIS of Davis Polk
Wardwell Sunderland & Kiend!
CHARLES E. DUNLAP - : President,
The Berwind-White Coal Mining
Company

o PR

GANO DUNN 4 Pre

Chairman.. .
of the Board, Duke Power Company-.

of the Board .

€rane & Co,y Inc., Dalton, Mass.’ -

Cond’enﬁs‘ed Statement bf Condition, September 30, 1951

" RESOURCES

Cash on Hand, in Federal Re
-~ Banks and Bankers . .

. Loans and Bills Purchased
Public Securities -« + ¢

..Union Pacific Railroad Company
Stock of Federal Reserve Bank -,

Other Securities and Obligations
Credits Granted on Acceptances
Accrued Interest and Accounts

Receivable: v o o
Bank Premises « o o &
Other Real Estate ..

Total Resources

°

L]

LIABILITIES

Twe J. G, White Engineering Corporation
WALTER S. FRANKLIN  President,
The Pennsylvania Ratlroad Company
RAYMOND C. GAUGLER President,
American Cyanamid Company

LEWIS GAWTRY

CORNELIUS F. KELLEY ' Chairman
of the Board,
Anaconda Copper Mining Company

MORRIS W. KELLOGG - Chaitman
% of the Board,
The M. W, Kellogg Company

WILLIAM L. KLEITZ . President
CHARLES S. MUNSON * Chairman

of the Board,
Air Reduction Company, Inc.

WILLIAM C. POTTER
GEORGE E. ROOSEVELT

CARROL M. SHANKS"
The Prudential I

~— of America

EUGENE W. STETSON . Chasrman,

. Executive Committee,

Illinois Central Railroad Company
THOMAS, J. WATSON . . Chairman

. ‘of the Board, International
Business Machines Corporation

ROBERT. W. WOODRUFF

President,
¢ Comp.

-Chairman, Executive Committee, -
- The Coca-Cola Company = =

. Retired. -
. of Rooset_)l_ll & Son -

“Capifal . a7 o
SurplusFund < . . .
Undivided Profits « « .

; Total Capital Funds
" Deposits + e e 00w
* Foreign Funds Borrowed

. Acceptances’ s+ o & s

- Less: Own Acceptances Held for

o Investment oo e e e

R
%

i+ Items in Transitj with Foreign
" . Reserve for Expenses and Ta
¢ Other Liabilities

U, 8. Government Obligations' +

. Real Estate Bonds and Mortgage

»

’ ‘Di{'idend‘.Payahle October 15, 1951

Member Federal Deposit Insurance Corporation

serve Bank, and Due from

. . . . L] L] L] . L]

B IR DN IR IR R

‘e - n e
$ .74,417,157.74
9,000,000.00
46,126,551.84

8,478,501.26

. » » . .

e 8,333,719.45
20,162,499.32

$ 623,747,812.53
896,750,291.74
1,244,126,714.64

- 166,518,429.61
‘e , 4,985,521.11

16,378.99

$100,000,000.00
200,000,000.00
__78,771,548.10

» .

$ 10,994,280.76

.1,217,530.32
$ 9,776,750.44
3,000,000.00
Branches 1,685,891.73
20,239,704.02
" 8,340,783.26

L

xes o

. .

$ 378,
© 2,514,

$2,936,145,148.62

771,548.10
105,471.07
225,000.00

43,043,129.45

- Total Liabilities .+ 4 « « + « « ¢ . $2936,145,148.62

. Securities carricd at $285',116,64§.17[in the above é}it;iﬂcnt are pledged to Qu'alffy for
fiduciary’ powers, to seciire public moneys as required by law, and for other purposcs.
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NEws ABOUT BANKS

et | AND BANKERS

CAPITALIZATIONS

Clement A. Bramley, Jr., has Loree, Jr., and Robert L. Ireland,
been appointed a Vice-President 111 Assistant Treasurers, were

of the Chase National Bank of : : s
P promoted ta Assistant Vice-Presi-
New York and will have charge of AR T Ela X, L ore h aps

the administration of its New

York City branches. Mr. Bram- pointed an Assistant Treasurer.
ley, who joined the Chase staff ypw york TRUST €0., NEW YORK
in 1928 after graduating from- NEW YORK
Williams College, served as an of-
ficer of the bank’s Rockefeller
Center Branch from 1941 until
1947. Since then he has been en-
gaged in administrative work at
the head office as a Second Vice-
President.

Five other Chase officers, all of
them connected with New York
City branches, also have received
promotions as follows: George E.
Becker to be Second Vice-Presi-
“dent and Joseph H, Zaengle to be
Manager  of the = Metropolitan
Branch; George S. Johnson' to be
Second Vice-President at the
Grand Central Branch; Charles B.
Newton to be Second Vice-Presi-
dent at the Rockefeller Center
Branch, and Robert L. Herd to be
Manager at the. Madison Avenue
Branch.
THE CHASE NATIONAL BANK OF THE

CITY OF NEW YORK
Sept. 30, '51  June go, 51

Sept. 30, ’51 June 30, ’51
$ $

70,731,681 786,620,178
Deposits 689,093,256 703,579,141
Cash and due from

-~ 195,951,123 205,366,783

i 237,263,85l‘8 257,383,732
Loans & discounts. 312,557,550 297,890,238
Undivided profits.. 15,229,484 14,5:}9,963

* #* x

Irving Trust Company of New
York has announced the appoint-
ment ofsEdward C. Weil as an
Assistant g Vice-President of “the
company, in charge of its Domes-
tic Credit Department, A Certi-
fied Public ‘Accountant and a
member of the American Institute
of Accountants, Mr. Weil was
formerly associated with Peat
Marwick Mitchell & Company as
supervising accountant and has
also gserved as financial officer of
industrial firms.

Total resources—...

Sept. 30, 51  June 30, '51
8 $

Total resources. 1,315,130,666 1,291,103,703
Deposits g 1,172,213,670 1,145,095,004
Cash and due g
from banks__ . 365,300,641
U. 8. Govt. se«
curity holdgs.
Loans & discts,
Undiv'd profits.

%

Total resources. 5,174,410,240 5,227,895,685
Deposits 4,747,263,339 4,793,337,782
Cash and e

from banks __ 1,378,828,484 °1,379,189,823

U. 8. Govt. se-
curity holdgs. 1,199,967,857 1,380,413,671
1,953,537,210 1,892,132,154

Loans & discts,
Undivid. profits 59,198,226 57,187,886

- Ll -

363,174,034

293,386,537
579,992,929
14,666,758

% *

‘Corn Exchange Bank Trust
Company of New York announces
the promotion of George S. Sout-
ter and Joseph' T. Hewitt to As-
sistant Vice-Presidents.

CORN EXCHANGE BANK TRUST CO.
NEW YORK

Sept. 30, 51 June 30, '51
8 $

806,822,777 784,611,307
755,211,731 733,375,959

251,807,440 242,141,574
384,625,556 385,056,295

128,586,580 120,883,004
8,742,195 8,469,631

%

559,811,657
13,955,924

John S. Everts, for 22 years
Vice-President in charge of Co-
Ionial Trust Co.s office in New
York at Madison Avenue. and
28th Sgreet, has retired from ac-
tive association with the banking
house effective Oct. 1, according
to Arthur S. Kleeman, President
of the bank. Mr. Everts, who will
continue as a director of the bank
and as a consultant for the Madi-
son Avenue office, will be suc-
ceeded " by Milton Henderson,
Vice-President, who has ‘been in
charge of the bank’s credit de-
partment. Charles D. Deyo, Vice-
President at Colonial’s Rockefel-
ler Center office has been named .
Chairman of the credit commit-
tee and senior credit officer of
the bank.

Total ‘resources___..

Deposits

ash and due from
banks

U. 8, Govt. secu-
rity holdings _=z_

Loans and bills dis-
counted

Undivided profits_.

£ #

GUARANTY TRUST COMPANY

OF NEW YORK

Sept.$30,'51 June 30,'51

2,936,145,149 .3,095,303,083
2,514,105,471 '2,635,312,440

623,747,813

# * %

An organization certificate for
the Canadian Bank of Commerce
Trust Co., at 20 Exchange Place,
New York, was “approved and
filed on Sept. 12, it is announced Undivid. profits . 78,771,548 - 77,110,235
by the New York State Banking W ws e

Department, SRRy
p MANUFACTURERS TRUST COMPANY
URRE S i EW YORK

At a meeting of the executive
committee of the board of direc-
tors of the National City Bank of
New York, held on Oct, 2, Carl
W. Desch, domestic branch ad-
ministration, "was appointed As-
sistant Cashier, -

‘THE NATIONAL CITY BANK OF N, Y.
Sept. 30,'51  June 30, 51
$ $

5,556,379,159 5,579,871,777
5,070,367,108 5,078,996,110

1,464,757,206 1,490,164,077
1,457,986,037 1,508,610,959

1,888,517,600 1,823,836,643
62,254,837 60,460,284

* %

Charles J, Stewart, President of
the New York Trust Company at
100 Broadway, New York an-
nounced on Oct. 2 the following
promotions and appointments in
the Banking Division: Holt F.
Callaway, William W. Crehore,
Jr., William R. Cross, Jr., and Al-
frgd S. Olmstead, Jr., Assistant
Vice-Presidents, were promoted
to Vige-Presidents; Robert - F.

Total resources.

Deposits

Cash and  due
from banks ..

U. 8. Govt. se-
curity holdings

Loans & discts,

657,873,094

896,750,292 1,002,542,315
1,244,126,715 1,262,061,786

Sept. 30, '51 June 30, '51
$

Total resources_ 2,629,940,898 2,580,915,524
Deposits 2,424,436,574 2,374,568,437

Cash and due
749,756,957 - 736,081,048

from banks __
U. S. Govt. se-

870,872,901 874,339,581
805,497,277 * 795,955,886

curity holdgs.
Loans & discts,

37.533,935‘ 35,8;4,263
- L b

Undivid, profits
BANK OF THE MANHATTAN COMPANY,
Total resources. . EW YORK
Deposits *
Cash and due
from banks._..
U. 8. Govt. se-
curity holdgs.
Loans and bills
discounted . ._
Undiv'd profits_

*

Sept. 30,’51 June 30, ’51
s .

Total resources. '1,242,446,450 A1,243;432.590
Deposits 1,133,564,697 1,135,707,262

Cash
322,948,459

from banks.__
U. 8. Govt. se- -

293,850,155
529,736,574

curity holdgs.
Loans & discts.

16,958,737
- o *

Unidivid. profits
UNITED STATES TRUST
""" NEW YORK
Sept. 30,51 June 30,51
$ $

344,817,422

294,079,433
515,815,655
16,541,155

COMPANY OF

Total resources.... 157,910,458 164,767,714
Deposits -3 123,847,871 131,023,195
Cash and due from

banks 24,614,382 26,790,108
U. S. Govt. security $
hcldings 62,621,097 62,648,686
Loans & discounts 51,849,463 57,787,554
Undivided profits__ 2,530,159 2,442,343
T sk L - - .

p://fraser.stlouisfed.org/

IRVING TRUST COMPANY;, NEW  YORK -

300,187,218

The Commercial and Financial Chronicle . . . Thur‘sday, October %,-1951 ..

GRACE NATIONAL BANK OF NEW YORK
Sept. 30,51 June 30,51
“ 8 5"

Total resources.... 129,440,552 125,885,052
Deposits 113,052,404 109,475,171

Cash and due from
38,914,733 37,863,735

banks

. Govt, security
48,408,456 44,616,569
30,265,174 31,626,926

U. 8
holdings
Loans & discounts..

1,149,225 4,146,505
L £ L

Undivided profits__
CITY BANK FARMERS TRUST CO., N. Y,
4 Sept. 30, '51 June 30, '51

8 $
Total resources-... 139,587,026 129,883,2@1
Deposits 104,669,951 95,373,660
Cash and due from
hanks 31,778,800 19,738,079
U. 8. Govt. secu~
rity holdings _.. 80,624,263 84,846,609
Loans and bills dis«
counts 1,187,318
Undivided profits.. 10,810,618
% % #
THE HANOVER BANK, NEW YORK
Sept. 30, 51 June 30, '51
$

1,306,712
10,791,521

486,655,713
560,274,490
587,731,412
113,121,597

Total resources....

Deposits

Cash and due from
banks; v

U. 8. Govt.
rity holdings

Loans and bills dis-

. counted. [ __._cin

Undivided pro:

$
Total resources. 1,669,330,745 1,729,613,879
Deposits 1,500,780,121 1,563,435,883
Cash and due
from banks .. 480,742,022
U. 8. Govt.. se=~ v
curity. holdgs.. 501,393,608
Loang and “bills
discounted .. 586,633,863
Surplus & undi-
vided profits. 113,602,451
A R
J. P, MORGAN & CO. INCORPORATED,
NEW YORK !
Sept. 30, '51 June 30, '51
.8 .
712,562,570 770,261,453
634,299,433 674,532,112
186,856,766 186,331,158
-z 176,027,845 182,077,383
255,065,923 291,072,483
. 13,547,600 13,017,273
" % %
THE PUBLIC NATIONAL BANK ‘AND
TRUST CO, OF NEW YORK
Sept. 30, '51 June 30, ’51
520,804,955 510,846,017
467,688,996 456,836,930

Total resources- ...

‘Deposits 2

Cash and due from
133,232,348 128,310,069

. e secu-
rity holdings ... 84,633,319 77,217,759
257,054,701 256,975,568

Loans & discounts_
Undivided profits.. 9,751,102 = 9,371,260
. T

THE MARINE MIDLAND TRUST CO.,
EW YORK
Sept. 30, ’51 June 30, '51
$ $

407,005,144 387,955,591
377.218,901 358,599,886

116,514,959 116,119,195

120,880,664 109,992,234

159,472,413 152,424,772

4,248,663 4,009,980
%*

Total resources....

Deposits

Cash and due from
k

o 8y . secu-,

rity holdings ...
Loans & discounts..
Undivided profits__

# *

BROWN BROTHERS HARRIMAN & CO.,
NEW YORK

Sept. 30, '51 June 30, ’51
$ $

236,715,615 245,569,935
207,575,298 207,870,067

58,636,879 65,355,224

59,402,723 49,947,070
46,345,494 57,472,534
Capital and surplus 14,145,284 - 14,125,284

L £ *

J. HENRY SCHRODER BANKING CORP.,
NEW YORK .

Sept. 30, ’51 June 30, ’51

Total resourtes_... $93,865,191 $92,366,014

Deposits ) 65,254,023 - 63,135,851
Cash and due from

10,479,326 8,464,466

42,453,963 42,465,880

16,941,171 15,711,232

vided profits _.. 4,016,153 4,010,683
L FRARE T

SCHRODER TRUST CO., NEW YORK

Sept. 30, '51 June 30, '51

$41,729,628 $40,801,043
35,811,338 35,137,323
/11,801,100 10,710,923
20,617,464 20,926,574
8,172,281 8,020,588
vided profits__.. 3,016,637 - 3,011,796
g wow L x
CLINTON TRUST COMPANY, NEW YORK
Sept. 28, '51 June 30, '51
$30,376,265 $29,226,122
28,094,479 26,901,878
7,576,542
10,582,577
8,636,068

954,290

Total resources......

Deposits

Cash and due from
banks

U. 8. Govt. secu-
rity holdings ...

Loans & discounts_

. 8. Govt.
rity holdings.____
Loans and bills dis-
counted
Surplus and undi-

Total resources....
Deposits :
Cash and due from
banks ...
S, Govt. secu
rity holdings.-__
Loans and bills dis-
counted
Surplus and  undi-

Total resources.....

Deposits

Cash and due from
k 7,817,822

rity holdings_.__
Loans and bills dis~

counted s
Surplus - and undi-

vided profits____

*

11,964,481
8,176,444

969,408
%

. The Union Bank of Michigan,
at Grand Rapids, Mich., a State
Bank member of the Federal Re-
serve System, and the Rockford
‘St@te‘ Bank, of Rocl‘(fo;(};',Mich_., an

¢

insured non-member, consolidated
on Sept. 1 under the charter and

title of Union Bank of Michigan.’

In connection with the consolida-
tion, a branch was established in
the former location of Rockford
State Bank. )

% * #

Mrs, Nancye B. Staub, Assist=
ant Secretary and Assistant Trust
Officer of The Morristown Trust
Co., of Morristown, N, J., was
elected President of the Associa~
tion of Bank Wemen on Sept. 27
at its 29th Annual Conveniion
meeting in Chicago, at the Shera-
ton Hotel. She is the first New Jer-
sey member to hold this office.
Mrs. Staub has been with the
Morristown Trust Co. for the past
six years, Previously she had de-
voted 20 years to commercial and

‘trust banking, ten_of which she

held an official position. -Mrs.
Staub was elected to the Presi-
dency of the Association of Bank
Women from .the office of Re-
gional Vice-President of the Mid-
dle Atlantic Division, which - is
comprised- of the States of New
York, Pennsylvania, New Jersey,
Maryland, Delaware, District of
Columbia, Virginia and West Vir-
ginia. She is a former editor of
'The Woman Banker, the Associa-
tion’s - official magazine, and has
held  several national chairman-
ship, including that of General
Convention Chairman.

4 s %

The new $300,000 capital of the
Peoples. National Bank & Trust
Co. of Irvington, N. J. (increased
from $250,000), became effective
on Sept. 6. The plans of the bank
to -enlarge both the capital and
surplus. from- $250,000- to $300,000
each through the sale of 500 addi-
tional shares (par $100) at $200
per share, was noted in our issue
of Aug. 23, page 704.

& # %

The promotions of " Lloyd ' R.
Bechtel from Assistant Vice-Pres-
ident  to =~ Vice-President and
Vaughn R. Jackson from Assist-
ant Treasurer to Assistant Vice-
President . were = announced . on
Sept. 24 by the board of 'directors
of The Pennsylvania. Co. for
Banking & Trusts of Philadelphia.

#* £ £

The Bank of Virginia of Rich-
mond, -Va., 'has announced the
election .of two new.members to
the bank’s advisory board in Ro-
anoke, Va. They are Clarence G.
Burrows, Group = Manager in
charge of two Virginia weaving
plants ' owned by ‘Burlington
Mills, Inc.; and Norman R. Mec-
Veigh, President and Treasurer of
Mick-or-Mack Stores, Inc. The
latter organization operates seven
food stores in the Roanoke area

and is associated with 52 fran--

chise stores.
s ot %
Guy W. LaLone, Senior Vice-
President of First National Bank
of Minneapolis, was elected a di-
rector of the bank at the regular
monthly meeting of the directors
on Sept. 27.. Mr. LaLone will fill
one. of two vacancies on  the
board. One of these results from
the death of Arthur H. Quay,
First National President, who
suffered .a fatal heart attack on
Sept. 26. - The executive com-
mittee of the First National has
announced that Mr. Quay’s duties
at the bank will temporarily be,
carried on by LaLone. Mr.-LaLone
has been associated with the First
National and affiliated ~banks
since 1910. He was elected As-
sistant Vice-President of First
National Bank in 1928, Vice-Pres-
ident in 1933 and has served as

Senior Vice-President since 1949.
In addition, he is' President of
First Minnehaha National Bank,
First Produce State Bank, First
Minneapolis Co., Wells-Dickey
Inc., etc.

Fa

* Ed *
Effective Sept. 7 the capital of
the Third National Bank of Se-

dalia, Me., was increased from

‘Young,

$150,000 to $200,000 by a-stock

.dividénd of $50,000.

%* * *

At a meeting of the board of
directors of Mercantile Trust Co.
of St. Louis on Sept. 27, Edwin
M. Clark was elected a director.
Mr. Clark fills the vacancy caused
by the resignation of Howard L.
President of American
Zink, Lead & Smelting Co., who
has accepted an appointment in
Washington as Deputy to Jesse -
Larson, Administrator, Defense
Materials Procurement = Agency.
Mr. Clark is President of South-
western Bell Telephone Co. in
St. Louis.

% ES * s

Miss Clara Mae Anton of the:
Metropolitan Branch of the Seat-
tle First National Bank of Seattle,
Wash.,  was presented the Jean
Arnot Reid Award given by the
Association of Bank Women at a
luncheon held on Sept. 28, at the

Sheraton Hotel in Chicago dur- . .

ing the Annual Convention of the
Association of Bank Women in -
that city. Miss Cora I. Blanchard, .
Assistant Treasurer of the Suf-
folk Savings Bank for . Seamen
and' Others, of Boston, - Mass., -
Chairman. of the- Founder’s Trib=-
ute Committee for the Associa-
tion, announced the award. The
award, established by the Asso--
ciation in honor of a former -
President and. founder, consists -
of . an-.embossed scroll and $100 .
in cash, and is presented annually
to one of ten .women graduates
of the American. -Institute . of .
Banking with the highest scho-
lastic average.  Miss- Marion E.
Mattson, Assistant Cashier of the
Northwestern National. Bank,
Minneapolis, Minn., and President :
of the Association of Bank Wom- ,
en, presented the award. Mr, A. -
Gordon Bradt, Second Vice-Pres-
ident of the Continental Illinois
National Bank & Trust Co. of:
Chicago, was the guest speaker
at the luncheon. His topic was,:
“Education’s Place in Banking.”
£ # *

On Sept, 25 The Bank of Nova
Scotia officially opened the new
home of its general office. and
main Toronto branch in the Bank
of Nova. Scotia Building, King-
and Bay Streets, Toronto. The
building, is is stated, is the third
highest building in' the British
Empire and the most modern
structure of its kind in Canada.
Its 25 floors enclose 320,000
square feet of floor space, pro-
viding everything that is new in
modern banking and ‘commercial
affice accommodation. Founded
119 years ago, in August 1832, the
bank began banking operations in
Halifax .In its Aug.-Sept. 1951
“Monthly Review” the bank says:

“Gradually  the bank has be-
come an integral part of a nation-

‘wide Canadian economic system.

It has extended its operations over
and beyond the Dominion, and its
managerial offices have been in
central Canada since. the begin-
ning of this century. Still, how-
ever, it retains its special inter-
est in the provinces by the sea
and in their Caribbean and other
overseas trade. Still, in a very
real sense, Halifax is its ‘home.

town,” just as the home towns
of many -of its officers, though
they may be stationed as far away
as Vancouver, San Juan, London
or New York, are the cities,
towns and country areas of the
Maritimes.” s & i

New Fullback on
Robt. Mitton’s Team

A son, Richard Charles, was
born to Mr. and Mrs. Robert L.
Mitton (Robert L. Mitton, Invest-
ments), Denver, on Aug. 27, . The
Mittons have another son, Robert
Lee, Jr., who will be six years old
on Oct. 27 and is now in the first
grade at University Park School.
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e g e e el i g e wmay oy ""reasonable to assume that a.Conservative Government would be .

Sterling Devaluation Not Likely e aiows & remaim on frienly trms it e Grica'swe ~ Exchange Assn

: . ’ Government. It would be.aware. that any deliberate violation of . "
, By DR. PAUL EINZIG the Agreements under which Britain has undertaken to maintain f Accou“llng nlnner

L. ) i R ; - the stability of sterling would be regarded as an unfriendly act " .
Dr. Einzig, commenting on sterling devaluation rumors, con- in the United States. For this reason alone a Conservative Govern- The Scequnting Piislorof. e
tends, under present situation, devaluation would serve no use- ment would undoubtedly reconsider its attitude towards sterling Sroseton @ pear fachnn

. . . A Firms will hold it: 1 di
ful purpose to Britain and would be more inflationary than depreciation once having assumed office. arlldm el‘gction gfl f)fafl?cr::: ;itlmtll?:

c]i]eﬂaﬁonary. l;oi;tsl?l:nlilf.CSnsefrvz:ive' Party l;:omes’ tofpower : : ‘Henry Hudson Hotel October 15,
there is very little likelihood of change ‘in Britain’s foreign' . . ) ; i N it, was announced by Nathaniel B.
i exchange policy.g ' ‘ WItl"l Highland Securities - Two With Saunders, Stlver Herman, president of the Divi-
: (Special to THE FINANCIAL CHRONICLE) (Special to THE FINANCIAL CHRONICLE) sion, and - controller of Paine,
LONDON, Eng—During: recent weeks there has been a re- WALNUT CREEK, Calif—An- -CLEVELAND, Ohio—Noel Webber, Jackson & Curtis.
vival of rumors about an impending devaluation of sterling. The  drew P. Hill has joined the staff Pfeifer and Steve M. White have e new slate of officers for the.
rate of sterling on the free markets depreciated in consequence. - of Highland Securities Co.,” 1521 become associated with Saunders, s tine Divisi h :
It is characteristic of the suddenhess of the changes in sentiments - y,0cust Street. He was formerly Stver & Co. Terminal Tower seoumiing Diviaion ol the: ASEE
in this sphere that until quite recently the pos- . : Y Building, members of the Midwest @s. well ‘as the program for the
sibility of a decision to revalue sterling was ; with Waddell & Reed, Inc. Stock Exchange. i g ‘dinner will be announced later.
seriously canvassed in Britain and abroad, and p
almost without a decent interval the rumor- y )
mongers switched over to canvassing a change [ " (" WorB Wide BANKING )
in the opposite direction. 71 Fe
The reasons why anticipations of a re-
valuation gave way to anticipations of a de- '
valuation ‘are manifold. Most important among
them is ‘the deterioration of Britain’s balance
of payments during the second and third quar-
ters of 1951. This deterioration came as an
unexpected blow, because the British Govern-
ment had been inclined to over-emphasize the
favorable change in the balance of payments
in 1950, without giving adequate warning that
the balancing of Britain’s international trade

' could not be expected to be permanent in the Dr. Paul Einzig ; : ]
circumstances. - It is true, Mr. Gaitskell and o : !
- other official . spokesmen  paid lip-service to the possibility of - 3 i

unfavorable changes in various items of the balance of payments.

Nevertheless, their - main emphasis was on the Government’s - " e : A
great. achievement in establishing equilibrium between imports - : A ,

and exports... It is no wonder that the reappearance of a large '

trade deficit came as a shock to world opinion: g ; 3
" In reality ‘the change for the worse has not been as pro-

nounced as ‘it appears on" the surface. The improvement in 1950 3 OF THE CITY OF NEW YORK

" was to some extent artifically brought about: for propaganda, g ,

' purposes, by means lczf the curtail{nent of impm{ts aththe expense :
of the country’s stocks of essential raw materials. The deteriora-
tion in 1951 resulted to some extent from the correction of the ] STATEMENT: OF CONDITION, SEPTEMBER 30; 1951
unsatisfactory situation thus hcreated.h’l‘he stocks of hsome raw . ; )
materials have been replenished at the expense of the balance : v .
of payments figures. Needless to say, even allowing for this factor, - . & RESOURCES
the actual deterioration of the balance of payments remains very ) .

. considerable. . ) , Cash and Due from Banks . « . . $1,378,828,483.85

Apart from the change of British trade figures for the worse,

_ sterling was bound to be affected unfavorably also by the unfavor- : U. S. Government Obli gations & e 1,199,967,856.09

' able developments of the foreign trade of the Sterling Area as a O i, L - s . :

' whole. The sharp fall in the prices of raw materials which con- State and MunlClpal Securities + o 255,997,393.36
stitute the staple exports of Commonwealth. countries is expected ) ;¥ 2 - Ly ;
to have resulted in a decline in. the ‘British gold reserve during Other Securities  « o o '« 266,859,704.24

- the third quarter of 1951. Even though the figures are published . ; !
only once in a quarter, it is generally expected that the figures Mortgages o o o e 4 e s 52,686,035.09
to be published at the béginning of October would be unsatisfac-

tory. ] LOANS o i3t e e el e 8 1,953,537,210.05

The assumed weakening of the defenses of sterling encouraged : . . Y
the views that, as in 1949, Britain would seek thé remedy in'a . Accrued -Imeres.t Receivable. . 10’976’99 8.16

 Gomiuton, Then wx o it Bl e T . Customers’ Acceptance Liability . . 23,176,029.79
ling sought 1 gof out of heiy boldlhgn “Thess the stmllarlty heyt L1 12 Banking Hoses 3 5000 28,391,794.22
; ﬁ::rfaerggf; .zll:.luec}‘:ol?l;,: rt;il;czli: ;Zp:esss?gr‘;v 'inT?}?: {cjl;ﬁtggvgisfe:rggg - Other Assets . . o . . . : 3,988,734.69
st e T D e s L e e S , “ $3:174,410,289.34
R Etvegredy iRt iy Ry S R,  LIABILITIES .
and increasing_sellers’ market owing to shortages resulting from : : : .
 xenzaenh. o sl eunalies 8 el sening Deposits .« .+ o+ o o+ s+ fulis $4747,263,338.58

~ would not substantially increase the volume of British or Sterling ‘s ' Lo
' Area. exports, for the simple reason that the surpluses- available Dividend Payable November 1, 1951 2’960’000'00

' for export are limited. A devaluation of sterling and of the other e

2 SterlinghArea currencies would only mean that the terms of trade Reserves—Taxes and Expenses' i 24’677’613'26

* would change against Britain and the Sterling Area.  The proceeds iabiliti 2
of their exports, whether in terms of gold and dollars, or in terms Other Liabilities': . . o 4 : 15’398’603'84
of imported goods, would become reduced, and since this reduction Acceptances Outstanding P 26,978,212.61
could not be offset by a corresponding increase in the volume of : s : y 3 ;
exports, the balance of payments would deteriorate further, Less: In Portfolio - « Ste 2,065,754.49

Moreover, in 1949 there appeared to be a possibility of world- i3 . ’
vévide Jdefla;ion ar;fing from the trade recession in the United Capxtal Funds: '
tates. Today such a possibility is not envisaged. Nothing short : ;
of an.international agreement for the checking of the rearma- Capital Stock. . $111,000,000.00
xt'nent race coulId lex;ing about a reversal of the prevailing infla- (7,400,000 Shares-$15 Par) _
jonary trend. In the circumstances any country which would de- ' Q0 00(
. yalue would not counteract deflation but would stimulate infla- Surplus, .. 4" i o 189,000,000.00
ion, . which is the last thing any British Government, present or % s :
futureE would want to do deliberately. As it is, the increase in’the - Undivided Profits . N 59,198,225.74
cost. of living constitutes the main economic problem. ‘Any gov- ' ; ¥, 198,225,

_ ernment would hesitate to accentuate that increase even if );n do- ! : : . 359,198,225 4
ing so it would appear possible to bring about an improvement of $5,174,410,239.54
the balance of payments—which, as we saw above, does not happen : - .
to be the case in existing circumstances.

Admittedly, some leading Conservative politicians are flirt- : ; 5% ; N
ing with the idea of unpegging sterling if the Conservative Party _ United States Government and other securities carried at $496,605,714.00 were pledged

should win the impending General Election. A few months ago to secure publip and trust dcpqsits and for other purposes as required or permitted by law.

such an action would have resulted in a sharp rise in sterling. :

Today it would result in a sharp fall. But there is no reason to . . )

believe that, should the Conservative Party assume office, it would ; w2y Member faderal Deposit Insigoes: Comporytia

resort to such irresponsible policy. A Conservative victory would | -, IR NG L T '

be mainly the result of the discontent caused by the rising cost of 0

living, and it would be highly absurd if the victorious Party were e i oA
' to take deliberate action accentuating that-rise. Moreover it seems

'

A

b |
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By WILLIAM J. McKAY

With prospects ever brighter for
a clear cut Conservative victory
at the United Kingdom polls on
Oct, 25, a new era of British Com-~
monwealth economic unity can be
confidently anticipated. During
the period of the Socialist regime
the ties of Empire have been de-
liberately weakened. Faith in the
high destinies of the British Com-~
monwealth of Nations has been
regarded as political heresy only
associated with die-hard Tory
policies. As a result of the hasty
abandonment of British control in
many key areas of the world, not
only has Britain suffered grievous
economic losses, but all the free
nations of the world are now
desperately struggling to prevent
further deterioration of Western
prestige and economic standing.
In the probable event of the
return to the helm of that in-
defatigable champion of Empire,
Winston Churchill, the entire re-
cent course of Commonwealth and
Colonial policies will be decisively
reversed. No one appreciates bet-
ter than the Conservative leader
the fact that the rehabilitation of
the British economy and a return
to former eminence is no longer
possible by dependence on the re-
sources of the British Isles alone,
It is only by the fuller exploita-
tion, in cooperation with the
Dominions, of the unrivalled eco-
nomic assets of the British overs
seas territories that Britain can
hope to regain her previous posi~
tion in world affairs. At the pres-
ent ‘time there is little doubt that
"Canada would be considered as
the cornerstone of a new British
imperial structure, It will be re-
called that during the desperate
days: following Dunkirk it was
Canada that Churchill had in
mind as the logical haven for re-
treat in the event of the loss of
the British Isles. Since the war,
moreover, the outstanding situa-
tion of the Senior Dominion has
become even more apparent, Pos-
sibly the leading current topic of
discussion in British financial and
trade circles is the - spectacular
Canadian economic éxpansion in
recent years.

As a result of the restrictions
imposed by the Labor Govern-
ment, British industry, banking,
and finance have been unable to
participate in the boom of a
century that has recently taken
place in an area where normally
British  initiative  would have
privileged access. From the Cana-

CANADIAN BONDS

GOVERNMENT
ProviNcIAL
MunicipAL

CORPORATION

CANADIAN STOCKS

]

" A.E. Ames & Co.

Two Wall Street
New York 5,N. Y.

© WORTH 4.2400 NY 1-1048

i Fifty Congress rﬁtreet"‘
“Boston 9, Mass..... ... ..

dian angle also closer collabora~
tion with the United Kingdom
and the rest of the British Com-
monwealth is eminently desirable.
In the past few years the course of
Canadian overseas trade has un-
dergone a dramatic change. There
is now the feeling in Canada that
there are too many eggs in one
basket and the preponderant
proportion of trade with the
United States places the Dominion
unduly at the mercy of economic
events south of the border. For
this reason any practical scheme
for the promotion of a closer Brit-
ish Commonwealth/Canadian eco-
nomic relationship would be well
received in Dominion official
quarters.

It can safely be predicted that-

any program inspired by a British
Government headed by Winston
Churchill will not be lacking in
ambition or bold imagination. The
immense Canadian scope for eco-
nomic expansion surpassing even
the dynamic growth of the past
decade, will provide also - a con-
venient testing-ground for the ex-
ercise of Churchillian opportun-
ism. Furthermore the main defi~
ciencies in the Canadian economic
scheme can be filled from British
resources. Conversely, many press-
ing British problems could be con-
veniently solved as a result of
closer integration of the two econ-
omies. For example Canada is
woefully lacking in population
and adequate skilled labor; where-
as in relation to their resources
the British Isles are clearly over-
populated. British industry is in-
creasingly dependent on foreign
sourges of supply for essential raw
materials and the capacity to meet
the bill for such imports is re-
duced by the ever mounting cost
of imported food items.

At the present time when vast
projects such as the development
of  Alberta oil, Labrador iron,
British Columbian aluminum, and
the . construction -of the St.
Lawrence Seaway are only at
their initial stages, the .value of
British 'collaboration can not be
over-estimated. British industrial
genius which is now stultified by
the confining limits jmposed by
domestic.deficiencies and govern-
mental restrictions would have
almost, boundless scope for fruit-
ful enterprise in the New World
atmosphere of -the Dominion.
Likewise British-workmen, whose
real standard of living, despite
extreme State paternalism under
the Labor Government, has stead-
ily declined, would welcome the
opportunity to live -according to
North American standards. There-
fore, a  Conpservative ,victory on
Oct. 25 could mark the beginning
of a new era of economic prosper-
ity for both countries, and the re-
vival of Britain as a great power
would be possibly a determining
factor in the present effort to pre-
serve world peace.

During the week still ‘another
new Canadian loan in this coun-
try, the $15 million 33, % Nova
Scotia issue of 1971, which was
priced to yield -about: 4%, pro-
vided the main interest in" the
external section of the bond mar-
l-get. The internals were fairly ac-
tive with evidence of liquidating
operations to make way for re-
cent new issues. There was a firm
undgrtone to the Canadian-dollar
but it would appear that the au-
thorities are content to maintain
stability- in the neighborhood of
the existing level of 5% discount.

After earlier “weakness stocks

rallied strongly. Following the
Monetary Fund’s decision, gold is-

sues were in good demand, and

ihe_industrials,; base-metals_and .

Western oils were also well sup=
ported.
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- Continued from page 9

W“Alice in Wonderland”’ Economics

1856. Again we have a combina-
tion of science finding out more
about the productive power of na-
ture and businessmen utilizing this
discovery to improve. the living
conditions of human beings.

Greater Discoveries to Come

Looking to the future we must
have confidence that great as.the
discoveries of the past have been
they will very probably be greater
in the future. We must have this
confidence not in order to feel
good, but simply to get in line
with the facts of current events.
The enormous scientific effort be-
ing made throughout the world is
much more likely to:release more
of the power of nature, that hid-
den power which the ancient peo-
ples used to be afraid to-discover,
than we can yet imagine. e

For instance, Professor Compton
of Hartford predicts than in 25
years solar energy will bé one of
the main sources of practical in=
dustrial power. If we don’t relate
this prediction to historic'accom-
plishment we are not going to be-
lieve that it is going to happen,
Or at least we are going to try to
be practical and cautious and wait
until it does happen before we
believe it. Most of us are going
to wait too long to make a great
deal of money out of it. We are
going to be like the people who
failed to make much money out
of the growing steel industry .or
the growing petroleum industry.
Now that we look back we can
see how fast things changed. But

unless we have confidence in the:

underlying forces which cause
this change, we are not going to
make much money out of it.

Of course, as gentle participants
of wide~scale economic improve-
ment, we won’t be too bad off but
still it would be fun to be among
those who appreciated what was
going on.

We can see in historic retrospect
that Carnegie, . and- also Rocke-
feller, understood what was going
on while it was happening. For in-
stance, the first important oil well
in the United States was brought
in in 1859. In that year 2,000 bar-
rels of petroleum were produced
in this country. In 1861, two years
later, 2 million barrels were pro-
duced. In 1870 Rockefeller formed
the Standard Oil Company, So in
12 bprief years the oil ' industry
came out of the womb of nature
and became a big rich operation.
In the next 12 years atomic power
may well become a sizable opera-
tion, Some of the companies spe-
cializing in atomic power will
make fortunes for those:holding
a sizable portion of their ‘shares.
And the advance toward solar
power which Compton says will
be big business in 25 years should
begin in the next 10-15 years.

Atomic power is based purely
and simply on the fact that a new
major  source of fuel has been
found. This fuel is uranium. The
discovery in. 1945 that uranium
had a big utility is basically no
different than the - discovery . in
1860 that petroleum had a big
utility or the discovery .in 1775
that coal ‘had a big utility. 'All
these elements have ‘been known

for a long while but they. became

valuable - at certain .times -when:

their usefulness became: known.
The way to make money out: of
atomie energy is to understand
that revelation of usefulness to.a
hitherto common -but -useful .ma=

terial is the natural results of sci--

ence. As scierice marches on many
other forces and materials which
we. know. about. but: don’t. know

how to use will become useful and -

thus wealth will grow.

#

- Obviously, thechemical: industry *

Hope of Final Selution fo
Economic Problems.

In my opinion, the moment we
live in'is by far the greatest of
any moment yet lived because it
is possible to hope that a final
solution to economic problems will
be achieved. Unless the richness
of nature proves limited when its
laws have been fully discovered

-there is no reason to think a com-

plete solution of a practical ‘prob-
lem is not possible. To people
who think of fairy stories as only
entertainment such a thought it-
self is a fairy story and perhaps
not even a very bright one. But'
to people who-think of fairy sto-
ries in terms of dream significance,
to ‘those ' who see in the dreams
of fairy tales an intuitive under-
standing of the tremendous forces
and richness of nature, a'complete
solution of economic problems is
not at all unthikable. It is per-
fectly clear now -that - Aladdin’s
lamp and the Magic Carpet were
dream symbolisms of the practical
magic - of electronics. The Arabs
who spun these tall tales had an
insight into a type of force which
scientists . and businessmen later:
made a. practical part of economy,
The relationship of these dreams
to praeticality can .be, thought of
as a pilot plant of'the relationship
of all dreams to practicality. ‘In
other words, the dreams of endless
wealth and even of endless: life
may not be as impractical as peo-
ple have. thought. ‘At any rate it
is going to be fun to find out just
how many dreams can come true.

We must always keep in mind
that if fortunes are to be made
they should be made quickly. The
idea of slow but sure development
sounds good but it is not particu-
larly in tune with life,  Andrew
Carnegie made his huge fortune
in 35 years and lived a great many
years thereafter to enjoy -it. - If it
were not possible, even natural, to
make money quickly, -if you- are
going to make it at all, he never
could have made that fortune and.
no one .else: could have made a
fortune-in.a-lifetime. . He .was -a,
rich man within 5-10 -years after
he latched on to the new develop-
ment of the steel industry. Rocke~
feller. made his fortune very rap--
idly; so did- Henry: Ford. If we
look at the drug industry we can
see that important owners of stocks-,
in Pfizer, Searle, Merck, etc., have
made huge fortunes in the last 15
years.

The whole point of what we are
talking about and what the world
is working toward is the possibil-
ity of instantaneous or at least
very rapid creation. After all,
everyone of us has probably had
experience in the instantaneous
creation in the simple and familiar :
pursuit of love. One day the girl
is a.lady and the next day she is
a mother, One of the numerous
faults of economics is.to -ignore
those facts of life which are com-
mon. I defy you to find sex men-
tioned in any detail in any book
of -economics. Yet it is perfectly
clear that sex is the most impor-
tant of all the facts which affect
economic function. As economists
we must not, of course, look upon
sex in any romantic light: but -the’
light it sheds on the deep primeval
functioning of life. And this" is
-that creative forces do not neces-
sarily take a “long while and do
not necessarily consume and waste
large amounts of energy. : There-
fore, the possibility of very rapid
as’ well as. very :prolific. creation
of wealth is not purely a possibil-
ity of dreams but a possibility -of
actual life. .. 2 o o

Chemical Indiistry Favored .

The industries which will bring
the .greatest wealth' to -investors .
are .those. which .can. with speed
proliferate ‘new forms. of wealth. "

is in a favored position. Some peo-
ple ask—are chemical stocks too
high? I think we can compare.the
chemical industry now to the ‘steel
industry in 1880. At that time'the
steel industry - was 'a very large
though very new industry. -Forty
years were ‘to pass before it had
become somewhat overbuilt -and
stabilized. I-don’t mean to imply
that the. steel - industry' is now
overbuilt but I doubt if the steel
industry. has the possibility of cre- -
ativeness that the chemical indus=
try -has. ° ’ *

The pharmaceutical industry -

also has greatly widened its power-
of  wealth creation. It would be
difficult to exaggerate :the new
wealth created by antibiotics. We .
would- have toestimate.all the

-man-hours saved by the new drugsg

and give them-a value in-terms of
earning power.. It. would:be.quite
a figure.” The new field of. nucle<
onics may well become-an - impor-
tant business.  Companies which . -

specialize in  this . field -are.still’ .

small and from: the financial point
of view very tender. From.a sta-
tistical point of view their stocks
are high. Yet if energy from uray

‘nium;- and other: fissionable: mater

rials is going to become important
industrially ' we should .place our- -
selves mentally back in 1860 and
think “what. has-happened .to :the -
oil industry and its. many. ramifi-
cations since then. It seems to, me
we. ought. to. put .some . of our
money into nucleonics at this time
despite the obvious, risks of pior
neering, .

Blyth & Go., Group -
~ Offers Lion 0il Stock

Offering. of 350,000. additional
shares of common stock of Lion
Oil Co. was made on Oct. 2 at
$42.25 a share by an -investment
banking group headed by ‘Blyth &
Co., Inc, Following sale of the
shares, Lion Oil Co., which is en~
gaged in the oil, gas and chemical
business, - will have outstanding
2,690,846 -common. shares. Divi-
dends on- the common stock are
‘currently at the quarterly rate of
50 cents a share.

“The offering was quickly over=
subscribed and ‘'the books closed.’

Proceeds will be 'added to' the
company’s working capital to re- -
place part of $20,600,000 expended
during 1950 and during. the first
six ~months . of -1951 - for . capital
improvements -and to. provide -
funds for future capital expendi-
tures. " Drilling cost" under the
company’s - accelerated drilling
program ‘will represent the largest
single class ‘of ‘capital expendi-
tures ‘during 1951. “In the first
half of the current year, the com=-
pany completed - 61 0il wells as
compared with 92 for the entire
year 1950, /

On June 30, last, the company
had 1,114 gross producing  oil
wells and 53 gross producing gas
wells on 30,543 acres in Arkansas,
Kansas, Louisiana, Mississippi and
Texas. Undeveloped acreage on
the same date amounted to 1,350,~
696 acres. Net proved crude oil,
condensate and natural gas liquid
reserves on Jan. 1, 1951, were esti-
mated by De Golyer and  Me-
Naughton at 88.9 million barrels.

Total\revenues for the six
months ended June 30; 1951,
amounted to $42,806,185 of -which
nearly 50%. was ‘derived from the -
sale of refined oil and 23%:each
from sales.of crude oil and chem~
ical products. -In the latter field,
.the company is one of the largest
producers of synthetic nitrogen in
the United States. . =y

. With: Ginther Co. "
(Special to THE FINANCIAL CHRONICLE) .
- CLEVELAND, .Ohio — Andrew
R. Field has"joined the staff of .
Ginther & Company,.Union,Com~- _ .
merce Building.. He was formerly
with Otis & Co. .
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“As We See )It |

. two decades or so. ago undertook to reform the-world
- and have continued ostensibly upon that mission even
_unto this day. - ‘

- Little Sense of Honor - ‘
Lack of any fine sense of honor:among the politicians,

- or many of them, and among all too many office holders;"
. of yesterday and today, is painfully evident from “revela-

- tions” emerging from “investigations” and “hearings”

" ctonducted for years past. The strange virus of disloyalty

which seemed to.cause most surprising behavior in circles
° not generally suspected is still something of a mystery,
.. we suspect, even to the professional psychiatrist. So often
- it appeared to be quite alien to:what is ordinarily termed
* corruption, so often it seemed to be more of a product
of a sort of twisted mentality and emotional thinking, and
so seldom has there been evidence that those guilty of it
: benefited in any material way—so utterly incomprehen-

- sible has: so much of ‘all this been that one hesitates to’

. place it in the same category as bribe taking and the like.
One is sometimes almost as mystified by what has so
-often appeared to be the carelessness, the incompetence
. or the naivete of other public officials who permitted so
. much of this-to occur and who either could not bring
themselves to believe it or else had not the courage or
the ability to prevent or end it. Again there seems to be

- little toindicate the usual sort of venality. That the-
public was in somewhat the same frame of mind as public.

. officials and politicians, seemed to be indicated by the
- voting in 1948. The professional politicians, as is their
" custom, have never appeared to take these matters seri-
. ously—that is, not the politicians who must bear ultimate
. Tesponsibility for what took place. Indeed, they appear
:'to be opening a ‘sort of counter offensive against those
"~ who have been active in revealing the mess—and it is
. the excesses of some of the investigators which have given
- them the opportunity. : :

But even if all this be regardéd as a sort of infectious’

" lunacy, for.which the victims cannot be held too strictly
_ accountable, there is enough in the' current situation to

:.turn the heart sick.- The behavior—and this time without " ;

- doubt for profit—of much of the palace guard around the
. White House, the evident abuses with which the history
of the Reconstruction Finance Corporation abounds, and
all the rest of it in and around the Federal Government—

* and by no means the least; the apparent lack of toncern -

. or certainly. of righteous anger on the part of the Presi-
- dent himself—constitute a real national scandal of ‘the
- first order. S ;
Not Only in Washington *
Add to this the rotten state of affairs now being ex-

. posed in various local political units. The outrageous state

of affairs in New York City evidently involving political
: “higher-ups” reaching, apparently, even to the national
government .in one form or another, is a. startling, but
unfortunately not unique case-in point. " Another -aspect
- of the current situation which adds nothing to the peace
- of mind of thoughtful citizens is the flouting of the law
and of what used to be regarded as the code of honor of
the individual on all sides. It used to be popular to say

* that this situation, or one like'it, was to be-traced to habits

stemming from prohibition—and so it_may have been—
but if so, and if what has been taking place during the
- more than a decade and a half since repeal of the 18th
. Amendment is to be similarly charged; the country cer-
tainly has cause to rue the day that the reformers by fiat

- ever forced prohibition upon the country. '
But while we have no doubt that prohibition' must
bear its part of the responsibility, we find it a little naive
to suppose that there have been no othéi Tactors. There

- have been- a myriad-of restrictive laws—many of them:

. bearing directly upon the ordinary routine life of the
. individual—since the end of prohibition. Several of them
. came into existence years prior. to our entry into World

War II, or even before the outbreak of that conflict in
-+1939. Their number and the breadth of their application,
- of course, greatly increased during that conflict. Some
- . of them were so silly and their raison d’etre so doubtful

. that without doubt disregard of them, or even careful. .

. scheming to circumvent them, was a natural response.
. Many of these were abandoned after the end of the war,
i.. but some. of- them at least have been reinstated during

. -the:-past ‘year — with, as might be, expeétéd, a return of .-
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; ek/aSion or. defiance on the part of many:elements in the

-population:
“Smartness” vs. Integrity I
It may be that the voting next year, and the conduct
of the political parties in' preparation for the voting, will’
reveal a real awakening by the rank and file of the people
to all this. We most .ardently hope that. such will be the
‘case. ‘Meanwhile we, along with the vast majority of

. thoughtful citizens of our time, must deplore what ap-
. pears.to be a tendency on.the part.of many to admire

“smartness” more than old-fashioned integrity. So long

-~as that tendency exists, we shall not make great headway

out of the moral morass in which we seem to be flounder-

~ing today.

Mui’s Investment Service Frederick W. Meert

OKLAHOMA' CITY, Okla.—Dr. " Frederic W. Meert passed away
Kan-Chi Mui has formed Mui's September 24th at the age of 78.
Investment Service with offices in “Prior to his. retirement he had
the Cravens Building, to engage been active as a stockbroker and
in a'securities business, “insurance broker.

(1271) 27

G. H. Walker Adds ~
ST. LOUIS, Mo.—G. H. Walker
& Co. 503 Locust  Street, an-
nounces .that Elzey G. Burkham,
Jr., has become associated with
them as a Registered Representa-~

tive. ;s ’

Mr. Burkham obtained an A.B.
degree from Princeton University
in 1950. During World War II,
Mr. Burkham-served in the USNR

as a signalman aboard the U, S. S,
Mango in the Philippines, .

New'Shaskan Branch

Shaskan & Co., members New

" 'York Stock Exchange, announce

the opening of a new branch office
at 1609 Kings Highway, Brooklyn,
N. Y., under the co-management
of . Alois Levine and Alexander
Davis. - ; .

67 Branches in Greater New York. -

NATIONAL CITY BANK OF NEW YORK

Head Office: 55 Wall Street, New York

54 Branches Overseas

Statement of Condition as of September 30, 1951

ASSETS
Casn, GoLp anp DUk rrom Banks . $1,464,757,206
U. S. GoverNMENT OBLIGATIONS , . 1,457,986,037

OsricaTions oF OtHER FEDERAL
AGENCGIES" 1 % s i 0 o e ok
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Securities

] Railroad

i New York Central

Although it is traditionally a
board room favorite, New York
Central stock has.been giving a
sorry account of itself in recent
weeks. Considering the continuing
consistently " poor trend of its
operations and earnings this is
hardly surprising. August was
particularly disappointing. The de-
«line in freight revenues was vir-
tually offset by the increase in
passenger and other miscellaneous
receipts. Gross was down only
$240,820, amounting for the period
to $69,951,145. The - percentage
drop was normal. Nevertheless,
net income was off roundly $2.6
million, to $1,871,633.

Central has spent huge hums on
additions and betterments to its
properties since the end of World
War II. It has purchased a large
mumber of diesel locomotives (the
salvation of many roads) and is
buying more. Still, it has been
unable to get its costs under con~
‘qrol. In particular, it continues to
have a transportation ratio well
above the average for the indus-
iry. For the eight months through
August 1951 the road ‘reported a
net deficit of $1,540,339, This con-
irasted with a net income -of $6,-
697,722 a year earlier,

Last year itself ‘could not be
<haracterized as a good one for
New York Central. 1t ‘did; report
share earnings of $2.84 which
represented a sizable improve-
ment over the $1.51' earned in
1949, Last year, however, the road
had the benefit of a windfall re-
troactive: mail pay increase. No
such windfall is in prospect for
the current year, Thus, unless
there are some major year-end
adjustments, or unless there are
extraordinary dividends from
subsidiary companies, Central’s
€arnings for the last four months
can hardly hope to match last
Year’s. For the eight months
ihrough August share ' earnings
were $1.04 below the year-earlier
Jevel. Thus even if the last four
months did match the 1950 results,
the full year 1951 would realize
only $1.80 a share. Actually, earn-
ings will probably be well below
that level,

Taking the eight months as a
whole, the poor showing may be
attributed at least in part to the
ambitious maintenance ' program
undertaken to put the properties
and equipment in shape to handle
the anticipated record volume of
defense freight. Maintenance of
way and structures was up $15.5
aillion and maintenance of equip-
.ment $7.2 million from a year ago.
This rise in expenses would not
an itself be too discouraging. What
is discouraging, however, is that
transportation - expenses rose at
such a rapid rate. They were up
$32.4 million and the ratio climbed
more than a point, to 46.7%.

Coming to August alone, the
relative results were even more
~discouraging. Maintenance expen-
“ditures were less of a factor in
the drop in earnings, Aggregate
maintenance outlays were only
about $1 million greater than in

August 1950, Transportation costs
were higher by $2,378,029 even
though gross revenues were nom-
inally lower. The transportation
ratio was up to 44.2% compared
with 40.7% in August 1950. The
magnitude of this deterioration
is obvious when it is realized that
each point in the ratio is equiva-
lent, before Federal income taxes,
to $1.28 a share on the stock out-
standing.

Central has a number of unfor-
tunate facets, which to be consid-
erable degree are beyond manage-
ment control. The very large pas-
senger business, and particularly
the commutation service, imposes
heavy annual losses. Its average
haul is short for a system this
size, indicating a large proportion
of local freight. This, also, is ex-
pensive to handle. The road has
extensive terminal operations
which impose a heavy burden and
this burden has been increasing
rapidly since World War II, large-
ly- because of labor costs. Unless
some, or all, of these problems can
be surmounted it is difficult for
most analysts {o visualize any
substantial earnings on New York
Central stock. &

Rosenwald Acquires
Controlling Interest
In Lamb Electric

William Rosenwald, Chairman
of the board of American Securi-
ties Corporation, 25 Broad Street,
New York City, has announced
the acquisition
of the con~
trolling stock
interest of
Lamb Electric
Company of
Kent, Ohio.

Mr. Rosen~ -
wald stated |
that there will
be no:change - 4§
in policy and
that - present
management,
headed by
Richarq J.
Lamb, Presi-
dent, will
continue to operate the business
and is retaining a substantial
financial interest. The Lamb
Electric Co., organized in 1915, is
an outstanding manufacturer of
special ‘purpose fractional horse-
power motors. Its large peace-
time volume of business is being
increasingly supplemented by de-
fense orders. . The company has
approximately 1,000 employees
and has customers throughout the
United States, Canada and the
British Commonwealth.

William = Rosenwald

Gustav Epstein
Gustav Epstein, limited partner
in J. Barth & Co., passed away on
Sept. 18. Bty M
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Legal and Tax Problems

Inherent in Gifts to Minors

duty, at the very least, to point
out that such a transaction (leav-
ing taxes entirely to one side) has
a triple basic fault.

First the property may well be~
come “sterilized” so that it cannot
be freely used, even for the ad-
vantage of the minor,

Second it may be forever gone,
practically speaking, as a working
part of integrated family assets
and

Third a possible string of dan-
gerous liabilities may well attach
to any person, however innocent
in a practical sense, who transacts
business with relation to the as-
sets in question.

The net result of all this is that
a direct transfer to a minor of any
substantial asset is, even though it
is possible from a practical stand-
point, usually unwise. If it is to
be done it should be done invaria-
ably and simultaneously in con-
junction with the trappings of
personal representation provided
by the legal system..A guardian,
at least of the minor’s property,
should be appointed either im-
mediately after the transfer is
made or’ preferably before.

" As lawyers we know that ap-

pointment of a guardian both of
the person and of. the property
of a minor is an almost universal

" part of the machinery of the law.

It seems a simple procedure. A
petition is required, ordinarily. in
the family court. The court will
almost invariably appoint the pe-
titioning member of .the family, if
there is no contest, as guardian of
the minor’s person and will usual-
ly do so with relation to guard-
ianship of the property. But as
lawyers. ,we._ also. know of ‘the
many practical difficulties which
go along with legal guardianship:

(a) The process  of obtaining

i legal guardianship is expensive,

time consuming, meticulous with

' relation to notice to be given and
1 service. to be made, and con-

ducive, where substantial prop-

. erty is concerned, to family squab--

bles. X

/(b)’Unless a testamentary
guardian has been nominated by
the appropriate will and the pro-
viding of sureties has been ex-
cused, or unless a corporate fi-
duciary is serving as fiduciary, a
bond with sureties must be fur-
nished, which is decidedly expen~
sive, 55 o b

(c) Again following one of the
mental gyrations peculiar to the
common law the guardian does
not acquire legal title to the prop-
erty involved but has only certain
jealously restricted powers to deal
with the property for the minor’s
benefit, This makes for a “tricky”
situation in practice. In the.ab-
sence of statutory dictate the in-
vestment and managerial powers
of the guardian are so narrow as
to promise an unfruitful fiduciary
administration. -The guardian
has no power over property of
the minor situated outside the
jurisdiction of appointment.

(d) It is not to be assumed that
a father who has been appointed
guardian' either of the person or
-of the property of his minor chil-
dren can freely use’the property
of his wards for their support.
Quite. to the contrary he may find
that he ought to have provided
their support out of his own funds,
pater familias, and have main-
tained the ward’s funds intact.

It will not do therefore, even
without reference to taxes, to con-
clude that outright transfers to
minors are wise and sensible as
a matter. of normal. or average
estate planning procedures.
will the. situation be much im-
proved by use of the fiduciary

Nor.

ppparatus which is supplied by
the legal system. What usually
transpires is ‘a thorough going
headache, time consuming, expen-
sive, and uncontrollable for all
practical purposes, and, if guard-
ianship ‘be resorted to, the pro-
gram is super-incumbered with
elaborate accountings, appoint-
ment of sundry guardians ad
litem and the filing of assorted
petitions for leave to perform
even the simplest business trans-
actions,

Coupled with these deficiencies,
moreover, goes a troublesome tax
problem which I shall discuss at
greater length in-a moment. That
problem is whether any such do-
native transfer, either outright to
a minor or to his guardian can, in
ordinary course, be confidently
expected to be entitled to the
Federa] gift tax exclusion. In
Austin Fleming’s opinion, stated
in the scholarly article to which
I have referred, there is grave
doubt that it can. Mr. Fleming
says, of outright gifts, and a for-
tiori, of gifts in irrevocable trust,

“The present state of the tax
law ., . leads to the conclusion
.'. . that the allowance of a gift
tax exclusion for gifts 'to or" for
the benefit of minors is the excep-
tion rather than the general rule;
and that many gifts which are
made to minors within the annual
exclusion limit are in fact future
gifts calling for the payment of
gift tax. on each dollar of gift and
laying the donors open to penal-
ties . for. failure to. file. returns
against which good faith and rea-
sonable belief are no excuse.”

Mr. Fleming’s opinion = was
stated, to be sure; before the Sev-
enth Circuit of Appeals issued its
pronunciamento in the Kieckhefer
case, and it may be that this
conclusion, especially- as related
to outright gifts to minors, -is
too pessimistic.

- Yet our general conclusion, it
seems to me; is-clear.’'Because of
limitations both at the ‘substan-
tive law and under the tax struc-
ture an outright gift to minors, or
a voluntary transfer to. duly con-
stituted guardians of minors is so
defective in practice, under the

usual circumstances which sur-

round the average family of mod-
erate “means, that it is wiser,
speaking generally, to avoid them.

Gifts in Trust

But, your . client asks, “what
about the trust device? Can’t we
thus obtain all the virtues of
minor ownership, plus a control-
lable elasticity of our own devis-
ing?” If Maitland was right in as-
serting that the development of
the trust concept was, perhaps,
the greatest accomplishment of
the English legal ‘mind - and if
Austin Scott is right in adding
that within . the limits of ‘sound
public policy ‘the use of the trust
is limited only by the imagination

of the draftsman, this approach.

seems, at first blush, to be a prom-
ising solution to a very practical
problem. . The approach is clear,
We will choose a trustee who will
be’ thoughtful, if not actually
biddable; we will endow him with
the broadest' possible powers to
that he can “cooperate” with the
family; we will then endow him
with full legal title. Will that
not mean that the minor’s inter-
ests can be shaped in accordance
with the dictate of the family in-
terests and yet that all advan-
tages ‘of lower tax brackets will
be secured? Will this not remove
the -thorn which seems to prick
everyone’s thumb whenever fam-
ily  interests dictate a maneuver
desirable for children as well as
grown ups? win .

“altogether,

The answer to this berfect]y in-
telligent inquiry can be given, as

~all of us know, only ina highly

qualified affirmative, It is in thig

area where our opportunity to

serve our client becomes really
intricate 'and difficult to perform
~-not much more, perhaps, or less
difficult than carrying a football
without interference the length of
a field through eleven - highly
skilled and determined tacklers,
but substantially the equivalent
thereof! It is in this area, indeed,
where one meets head on not only
certain vagaries of the substantive
law but more particularly the
highly realistic opposition of the
tax collector.

We must sort out this trust
“grab bag” so that we are sure of
thinking together, There are
three trust approaches which
might conceivably be' of use in
achieving our client’s goal.

The “Informal” Trust

First we might utilize, in any
number of informal ways, some
variety -of the extraordinary. de-
vice which Lord Eldon so ingen=-
iously made possible by his
decision in ExParte Pye .and
which is so gloriously free of:
requirements of written formality,
so long at least, as purely per-
sonal property is' concerned. This
is the informal trust declaration,
established, if it is established, by
all manner of ‘evidence; remarks,
letters, ' memoranda, designation
of title, conduct of -the parties,
and a miscellany of other legal
“tidbits.” Chief among these tid-
bits is the method of “designate
ing” a trust without expressing its
terms. -How many elders,” from -
grandfather to ‘greataunt or uncle, .
to.father or mother, have declared -
themseélves “trustee” of a bank ac=
count, or of some shares of stock,
for ‘the benefit of a minor and
have assumed. in essénce, that they .
could continue to treat the prop-
erty as their own until death

‘should come, but that on the in-

stant of death the property would
become that of the minor! . What
is this transaction at law? Is it
an attempted gift in praesentia?
No—even Lord ‘Eldon. said, and
everyone seems to agree, that if
that is what it is then it must fail
Is it a gift causa
mortis? No—a gift causa mortis
must  fail, likewise, unless the
specific andintricate require~
ments of the substantive law are
met, Is it then a true and inde-
pendent transfer of the beneficial
interest? Well, the answer, as all
of us know, is that it may -be!
And, truth to tell, no one can say
with complete accuracy, in most
of these transactions or in most
jurisdictions, just what has been
done at law until some court, at
someone’s considerable expense,
has waded through a mass of con=
flicting evidence, after the event!
Do we have here what the New
York lawyers and courts have
called a Totten Trust? Was the
grantor seeking to evade a bank=
ing rule with respect to limitation
of amounts of deposit in setting up
this separate or special account
“A trustee for B”?  Does the rec-
ord of subsequent deposits and
withdrawals by A mean:.that it
was still A’s account for all pur-
poses? Was. there- any notice to
the beneficiary? What indeed is
all this? The answer. historically
comes clear. It is a law:suit!
These questions, which take us
all back:to law school, ‘need not
be enlarged; I think, to’'demon-
strate the quagmire. which con=
fronts any hunter in Lord:Eldon’s
happy shooting preserve.'' Lord
Eldon’s declaration that a‘power
of attorney was at law an en=
forceable trust was.not, apparent-
ly, a contribution to the certainty
of property transactions in ‘the
Anglo-Saxon world. ;I think we '
must agree that, save in a few
isolated instances. where statutes
try to restore clarity to a muddy

‘situation, we must, tell our client
~ that there is much trouble and lit=

itized for FRASER
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tle profit in using informal trust
declaration precedures of the don-
ative sort; more likely than not
we shall end up with a law suit on
our hands before we can know
whether' we do or do not have a
valid trust and before we know,
beyond any doubt, that the per-
sonal property in question will, or
will not, constitute a -part of the
donor’s assets for estate and for
tax purposes. s .
Mind you, I don't want to over-
state the objection. It is perfectly
possible for a grantor to'declare
a trust, revocable or irrevocable,
and constitute himself sole trus-
tee. - He may do so with rela-
tion to a savings account. The
trouble is, as legal history shows,
that the transaction is almost
never clear-cut and, in the cases
where -a trust is determined to
exist, ‘it is very seldom found to
be irrevocable.  Thus there is no
tax advantage and too often there
is grave doubt as to the existence
.of any trust at all. And, coupled
with all these troubles, there is
likely to remain the question
whether - the donative transfer,
even if it admittedly is an irre-
yv-vocable trust, is entitled to the
gift tax exclusion.

* Our necessary conclusion, it
- seems to me, is to limit ourselves,
if we walk down Lord ‘Eldon’s
road, to a crystalline clear and
wholly formal declaration of trust
of whatever property may be in-
volved and to use it only after
most ‘careful  inspection of the
quirks of substantive law attend-
ant upon declarations and the
controlling principles of tax law
are thoroughly explored. In-
formal . short cuts will not do,
owever immaculate the theory!"

Well, then we are remitted, in
sorting our trust grab bag, to the
agreement or indenture of trust,
executed as the lawyers say, “vol-
untarily” or without consideration,
i.e, with a duly named trustee as
grantee of the legal title of the
property and a minor as bene-

" ficiary, or cestui que trust. .

The Irrevocable Indenture of
Trust

The' second of the trust ap-

proaches open to-us is the irrevo-
cable trust agreement or indenture
approach.
- ‘What will our client gain if he
uses this device with respect to
one or more of his minor depend~
ents? And for what pitfalls must
he be alert?

At the outset I think we might

agree that there are no fatal road-
blocks to. this approach at the
substantive law. It is universal
law . that a minor may be bene-
ficiary of a .valid trust agree-
ment. The transfer need not be
supported by a  consideration.
Assuming thoughtful drafting and
avoidance of such obscure traps
as those lurking in the Rule
against Perpetuities and against
Restraints ‘and Accumulations,
one may expect a useful appa-
ratus;  inexpensive, elastic, fair in
its protection to the fiduciary, de-
signed:; to. assist in- the general
familyiplan. Things look hopeful
‘as we:swing down this road.
. Onithe tax front, however, it is
time for real caution. 'There are
a number of serious risks now to
be considered. - Is the irrevocable
agreément:drawn in such a man-
ner as'will gain or lose the annual
gift tax exemption or exclusion?
Is it.drawn in such a manner as
will surely exclude the trust prin-
‘cipal from taxation to the estate
of the;grantor? . Will the income
be taxable to the beneficiaries or
to the grantor?

‘ The Gift Tax
- If the gift to this trust is to be
sufficiently complete to free the
grantor . from income and estate
tax liability it must necessarily
constitute a completed gift for the
purposes of the Federal gift tax.
There is, of course, an annual
exemption of $3,000 (in the case
of - gifts ‘by husband and wife it
may amount to $6,000) on gifts to

any one person except for “gifts
of future interests: in property.”
This annual exemption is some-
times referred to as a “nuisance
exemption” because it ‘was in-
tended to relieve the taxpayer
from any need of reporting inci-

dental gifts of moderate size. The"

word “nuisance” might better be
used in- this area to describe the
problems raised by the term “fu-
ture interests.”” The books are
full of cases on the point. Most
of them have disallowed the an-
nual exemption in whole or in
part as a gift of a future interest
where a transfer ‘was made to a
trustee.

Just whether the definition of
“future interests” reached over
the centuries by the substantive
law, for its own purposes, is more.
or less intricate than that reached
in a few short years by the tax
structure, for its own. purposes,
must remain an undecided ques-
tion. It could be like trying to
judge whether a wasp or a hornet
has a sharper sting! Suffice it to
say that the two definitions are
not. identical. The tax regulations
say that “‘future interests’ is a
legal term, and includes re-
versions, remainders, and other
interests or estates, whether
vested or contingent, and whether
or not supported by a particular

interest or estate, which are lim-

ited to commence in use, posses-
sion or enjoyment at some future
date or time.” But what the
Code says, or even what the
Regulations say, are not as we all
know, infallible guides to the out-
come of tax cases. )

You and I might well agree
with Randolph Paul that Congress
is not to be presumed to have
intended a discrimination against
minors in the application of this
provision, We might not have

expected the disabilities' of the.

minor at substantive law to loom
in the picture or to be confronted
by sharply differing legal or tax

results if the gift is made, on the -

one hand, to a 20-year-old, or on
the other hand to a newly born
babe. We might have supposed
that appointment of a guardian
would do much to import a “pres-
ent”. quality  into. the "transfer.
We might have assumed the es-
sential correctness. of decisions
like Commissioner v. Sharp and
Kinney v. Anglim. But, as
Austin Fleming points out, and
as tax history clearly records,
there is always the risk that if, in
fact, the gift for the minor is’in
excess of his immediate individual
needs some flavor of future en-
joyment is necessarily injected
into the case. .And it is the fact
that the Commissioner has been
strikingly  successful,. thanks to
the Supreme Court, in securing
disallowance of the exclusion in
almost every case where there is
any impediment, however arising,
to the immediate and actual use
of gift by the minor donee. The
Supreme Court .set the . stage in
1945 by a sweeping generality, It
said, “Whatever puts the barrier
of a substantial period . between
the . will of the beneficiary or
donee now to enjoy what has been
given him and that - enjoyment

makes the gift one of a ‘future -

interest’.” . On_this approach,
taken . literally, .it must follow
that the exclusion could be al~
lowed only where the gift is made
directly to a minor. who is old
enough to spend or use it imme-
diately and personally, or to-a
minor’s legal representative who

would, in fact, immediately use it L

for the minor’s benefit. If, for
example, the minor’s needs, are
already fully taken care of by his

parents, or from  other sources, -

and if immediate use of the gift
on,the minor’s behalf is therefore
deferred as.matter of reasonable

fact there is.a “barrier,”. in.fact, |’

to present enjoyment...The word
“whatever” is a.very, broad one;
the word “immediate” is very
sharp. No one could blame the
Commissioner, even though gifts

earlier,
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to minors were thereby put on a
very different basis from gifts to
adults, for claiming tax, with such
a rousing declaration behind him.

From this, difficult impasse
there have, of course, always been
some “exits” which provide meth-
ods of partial escape. The process
of allocation between present in-
terests and future interests is well
established, ‘based on - actuarial
tables.
the life interest is not too un-
certain to lead to forfeiture of the
exclusion tax benefits of sub-
stantial amounts could be gained
before the Kieckhefer appellate
decision was rendered.

There has, also, been some ad-
ditional balm in Gilead lately.
The Kieckhefer case may have
done something to ameliorate. this
situation. That decision, I imag-
ine, is one reason for today’s dis-
cussion of this matter.
case the donor, who was the
grandfather of a new-born grand-
son, created a trust, appointing
the child’s father as trustee and
providing that so much of the
trust income and principal should
be paid to or applied for the
beneficiary as was necessary for
his education, comfort and sup-

‘port, with accumulation of any

income not so needed. The trust
property was to be paid over to
the beneficiary when he reached
21, or to his estate if he died
The attorney who pre-

Assuming always that

‘ance.

In that.

pared the trust indenture inserted
the following language: “The
beneficiary shall be entitled to all

or any part of the trust estate or.

to terminate the trust estate in
whole ‘or -in part ‘at any time
whenever said John Irving Kieck-
hefer (the beneficiary) or the le-
gally appointed guardian- for his
estate shall make due demand
therefor by instrument in writing
tiled with the then trustee. . .
This turned out to be the key
provision.

The. Commissioner - disallowed
the exclusion as per usual. The
Tax Court sustained the disallow-
The Commissioner based
his position upon the premise,
first, that the infant beneficiary

could not make an effective de- .

mand because of the disabilities
of minority, and that there was
no legal guardian .in existence,
and no certainty that a legal
guardian could be appointed un-
der the law of the domicile, Ari-
zona (particularly where the
father, as trustee, already had
power to use the trust funds for
the beneficiary’s education and
support) and that since there was
no one capable of making an ef-
fective demand for the property
it must follow that postponement
of enjoyment was certain.

Judge Major, Chief Judge of the
Seventh Circuit, wrote the ma=-
jority opinion: He did a hand
painted job of ‘distinguishing the

” -
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two cases upon which the Com-
missionér " had relied, clearly
showing that delay in enjoyment
in those cases was the result of
the donor’s specification. He
pointed out that the trustee im
the case before him was required
“at any time” to pay the trust
property to the minor beneficiary
upon demand if made as provided.
He insisted that the “restrictions’
upon which the Commissioner re-
lied were mot imposed by the
trust instrument, but, if they ex-
isted at all, arose solely out of the
disability of the beneficiary due
to the fact that he was a minor. '

He declared 'that the disabilities
of minority were not significant,
He said,

“Without expressly so stating,
the Commissioner’s position ap-
pears to be that the words in the
Treasury Regulation ‘use, pos-
session, or enjoyment,” mean that
the = beneficiary must have  the
actual, physical use, possession or
enjoyment of the property, im
other words, that the beneficiary
occupies the same position rela-
tive to the gift that a boy sustaing
to a top or a girl to her doll. At
any rate, the Commissioner’s con-
tention irresistibly leads to such
a result. It is not, however, the
use, possession or enjoyment by
the beneficiary which marks the
dividing line between a present.
and a juture interest, but it is the

Continued on page 30
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'CONDENSED STATEMENT OF CONDITION

t
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September 30, 1951

ASSETS

Cash and Due from Banks....oovvvioiess
United States Government Obligations. ...
Stock of Federal Reserve Bank, i oessaise
Other Bonds and Securities.ssvsovees
Loans and Discounts...eesesseseasnssonns
Customers’ Liability for Acceptances......

Interest Receivable and Other Assets......

$195,951,123.39
237,263,858.39
1,650,000.00
18,037,095.98
312,557,549.65
2,845,882.34
2,426,171.32

LIABILITIES

* Capital,vvsvisorarsenss  $15,000,000.00

Surplis; /v Vi daivobipes
;- Undivided Profits.......

;»General_Res_erve».».-,............ﬂ........-..- i
_ ’ Dividend Payahle October 1; 1951 duvive .

i ACCEpIanCes..ciivassnsssradeiinniivenany’

" Accrued Taxes and Other Liabilities. . ...

DepOSitSs s vssessssnsssssssrarssssinaonss

R

i
| P
§

AR o O Y
United States Governm"eﬁ;‘ Bblig'ati‘ons carried at $49,241,059.10 ia the above state-
: ment are pledged to secare United Stites Government déposits of $42,970,867.54
. and other public and trust deposits and for other purposes required by law. «v...

Mezber Federal Deposit Insurance Cororation

40,000,000.00 - :
15;229,484.44 .$ 70,229,484.44

1,672,611.41
*." 600,000.00
©2,888,710.99
6,247,618.17
689,093,256.06
- $970,731;681.07
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Continued from page 2

The Security I
Like Best

of the management to keep: the
company in a sound condition.
Because of the type of business,
inventory ' costs are exceedingly
small.

" Dividends are paid quarterly.
During 1951 payments have been
at the rate of 45 cents quarterly
or $1.80 annually: A year-end
extra of 45 cents, which I believe
could be paid in December, would
bring. the total dividends to $2.25
for 1951 as contrasted with esti--
mated 1951 earnings of about
$3.50, There is also a good possi-
bility that the regular dividend
rate may again be increased in
1952,

United States Potash, I believe,
has - several attractive features,
among which are:

" (1) A growth stock, providing
a good income. :

' (2) Aninflation hedge through
its vast potash deposits.

(3) A leading company produc-
ing a necessity. :

(4) Progressive management,

Seymour Fabricant
- V.-P. of Wm. Pollock

Wm. E. Pollock & Co., Inc., 20
Pine Street, New York City, an-
nounces that Seymour Fabricant
has been elected a vice gresident
of the firm. Mr. Fabricant. has
been with the firm for sometime
in the Corporate Department.

Jokn L. Ainsworth Joins
Investment Securities Co.

PASADENA, Cal—On Oct., 1,
John L. Ainsworth become asso-
tiated with Investment Securities
Company of California, 880 East
Colorado Street. 'Mr. Ainsworth,
who is well known in investment
circles in southern California,
was formerly associated with
Dean Witter & Co.

Reinholdt Gardner Branch

SPRINGFIELD, I1ll.—Reinholdt
& Gardner have opened a branch
in the Reisch Building, under the
direction of R, C. O. Matheny.

Walston, Hoffman Branch

ERIE, Pa.—Walston, Hoffman & "

Goodwin have opened 'a_branch
office at 801 French Street. Leon
R. Pointer is associated with the
new branch. -

U. S. TREASURY
STATE

and

MUNICIPAL
SECURITIES

AUBREY G. LANSTON
& Co.

INCORPORATED

15 Broad Street 45 Milk Strest
NEW YORK 5 BOSTON 9
| WHitehall 31200 HAncock 6-6463

With Walston, Hoffman
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m Our Reporter on Governments ! i
By JOIIN T. CHIPPENDALE, JR, =

The government market continues to shrink in volume and
activity in about the same way as quotations do. As a matter of
fact the one-time giant of a market that would take millions on
the wire has withered away to almost an insignificant shadow of
its former self that can hardly bear up under the trifling amount

-of a $100,000 transaction. Thig, to be sure, applies to the inter-
mediate- and longer-term obligations, because there appears to be
a dearth of funds at this time that is seeking investment in these

- particular securities. The short-term market has plenty of funds,

. and it seems as though the old liquidity preference is again with
us, probably as strong as it ever has been. .

Because of the restricted activily #here have not been more
than minor operations going on.- Scale buying orders for small
amounts of the higher income obligations supply a not too sizable
cushion, not enough to even stem the tide of professionalism.
Switches continue to be made, however, but it takes much more
than the usual time to complete these, A block of the bank 2lss
of 1967/72, reportedly were switched into- the restricted issues,
other than the Vics, and what would ordinarily be a one telephone
call operation, turned out to be a rather ardueus and somewhat
prolonged operation. This is proof of the lack of breadth in the
long~term market.

Market in Weak Position

A very thin and cautious government market continues:to
display a reactionary tone. :Sellers appear {o be slightly more
aggressive than buyers, but the amount of seccurities involved in
these transactions is very limited. Under more normal conditions

of volume and activity these trades would probably not get more

than even a passing glance of attention, This has been the case for
. quite a period now and there appears to be nothing on the horizon
yet that is going to change it immediately. . .

; Even though the market for the higher-yielding Treasury. is-
sues is still on the defensive and prices have reacted substantially
from the recent highs, the technical position of these securities has
not deterioriated as much as the price decline would lead one to
believe. In the first place there are no large blocks of securities
overhanding the market. The pressure of necessitous liquidation
which forces prices down is lacking in this'case. Large institu-
tional owners of Treasuries are not sellers and there are very
good chances, they will not be sellers in the future. There is
more quoting down of prices, most of the time, than there are
volume and activity, and this is being done in most instances
because dealers and traders do not want to take on inventory.
This does.the psychological side of the market no good but it
does not hurt the technical side one bit. ‘The small amount of
securities that is being bought nonetheless is moving into strong
hands, and is not very likely to be appearing in the market for a
long time, .

To be sure, there is a Jack of buyers but one of these days
they will be around again and when they do come into the market,
it is going to ke just as hard to buy bonds as it is to sell them now.
This will give the whole situation a very different complexion and
it will be quite evident then that the technical position of the
market has been sound all along, : ;

Treasury’s Needs a Factor

The slightly longer certificates, that is, the 113 month 1%s,
had the mcuntain, mole-hill effect upon a market that just doesn’t
know what to do about such things now. Also, talk of an im-
pending increase in the prime bank rates does not help to calm
the troubled waters. Likewise, there is more ihan a little discus-
sion about what the Treasury might do in November, because
guesses are being made that an offering for cash is likely to be
forthcoming about: that time. It is reported that a 1953 maturity
has been suggested to the Treasury by the American Bankers
Association.  Sueh a .note would have to have a 2% coupon to
attract buyers, None of these temporary. influences is going to
leave permanent scars on the money markets because there is
too chh at stake in the way of refundings and maybe future
cash financing, to have the government imarket shiftless as it
has been for quite a long time,

Favorable Market Outlook

Also the taxing of savings banks has had a minor influence
upon the government market, because this may postpone the time
v\{hgn they would be buyers of the longer-term issues. The mu-
nicipal market is not exactly bubbling over with joy about the
shelf inventory and then there are impending offerings, such as

the Housing bonds, and maybe a good-sized New York State issue:

to be ‘contended with in the future. The condition of the tax-
exempt market has an effect-upon the buyers of Treasury obliga-
tions. Despite the many- forces that are coming to the surface to
plague the government market at this time, there are, on the other
l_qand, compensating ones. that could go a long way toward chang-
ing the. pi_cture.  Foremost among these is the trend of savings,
which, if it continues, and there are indications this will be the
case, it should have a very favorable effect upon the market for
government securities. Then there is the inflation factor, which
has been so prominent since the start of the Korean War, This

. has been mainly psychological and there are more than just a few:

signposts appearing now that this force is losing much more than
a normal amount. of its steam. .The turn of #vents may still be in
the right direction as far as the government market is concerned.

Wlth 'R‘a'.yr‘n'ond & Co.

(Special to THE FINANCIAL CHRONICLE) (Special to- THE FINANCIAL CHRONICLE)

PORTLAND, Ore, — Joseph W.
Stoll has become associated with

‘Walston, - Hoffman -& Goodwin,

American ‘Bank' Building. -In the
past he was manager of the trad-
Ing department of the Portland

. office of E. H. Rollins & Sons, Inc,

‘BOSTON, 'Mass. — Donald F:
Thayer is now affiliated: with.
Raymond ‘& Co., 148 State Street."
Mer.-Thayer- was. previously . with "
Clayton  Securities Corporation,
Investment Research Corporation,
and J. Arthur Warner & Co. $

Continued from page 29

Legal and Tax Problems

Inherent in

right conferred upon the benefi-
ciary to' such use, possession or
enjoyment , . . (emphasis added).
The Commissioner’s reasoning re-
duces to a myth his conception
that gifts to minor beneficiaries
are placed on an equality with
gifts to adults. At any rate, no
illustration is given as to how a
gift of a present interest could be
made to a minor of tender years.
In fact, in oral argument counsel
for the Commissioner, when
pressed to give an illustration, was
unable to do so other than to sug-
gest. that it might be made to an
existing guardian. But even so,
the use, possession or enjoyment
of such a gift would not immedi-
ately fall to the minor. It could
only be used for his benefit and
under the law of guardianship in
such amounts and at such times as
the guardian might deem proper.
And it would seem, under the ar+
gument here . advanced, that. its
use, possession and enjoyment
would be restricted and subject to
eontingencies which would make
it a gift of future interest.” |

The opinion then presented hy-
pothetical eompatisons. ‘If the
gift in question had been to an
adult ‘it ‘must be held to be a
“present interest,” since the adult
beneficiary could immediately
make demand on the trustee for
the trust property. If the gift had
been outright, i.e. if instead of
creating a trust the donor had de-
posited $3,000 in a savings or
checking account, or had pur-
chased. government bonds in the
name of -the heneficiary, or had
conveyed an interest in real estate
to him, the gift, if’ made to an
adult in each case, must be held
to be a gift of a present interest.
While a  minor might not in all
cases be- able to obtain the wuse,
possession - or enjoyment of the
property, he would, in each of the
illustrated cases, 'have  acquired:
the right to the use, possession or
enjoyment of the property acting
through a legally appointed guard-
ian, or subject to -such  restric-
tions or limitations as the law of
the particular jurisdiction might
impose.

Judge Major said finally, “The

. fallaciousness of the Commission-

er’s contention is the failure to
distinguish between restrictions
and contingencies imposed by the
donor (in this case the trust in-
strument) and such restrictions
and contingencies as are due to
disabilities always incident to and
associated with minors and other
incompetents, As to the former;
it is authoritatively settled that a
gift upon whieh the donor imposes:
such conditions and restrictions is
of a future interest. In the latter,
such restrictions as exist are im~
posed by law due to the fact that
the beneficiary is incapable of act~
ing on his own. It is our view, and
we so hold, that such restrictions
do not transfer what -otherwise:
would be a gift of present interest
to one of future interest.”

- This interesting’ decision, I have
said, may give some -additional
amelioration to' the harshness of
the Fondren-dectrine. It does not
stand alone as a mutation ‘in the
evolution of -the tax law;-it pos=

sesses: a background of - support.’

It is now probable, or possible ‘at
least, that irrevocable trusts for

minors can be constructed which

may legitimately hope to have the’
benefit of the gift tax exclusion.

But is this decision the law of
the future? No one; as yet can
say. And suppose either that it
is, or that it is not. How imper-
tant is it in estate ‘planning fer
the average family? We must net
allow .ourselves to be mesmerized
by the intriguing ramifications of
a relatively unimportant consid-

Gifts to Minors

eration. COrdinarily, I think, a
man of moderate. means will not
want to' vest.in the minor bene-
ficiary, or in his guardian, an un<
limited right to demand all of the
trust principal. Ordinarily he
would want the minor to have, at
most, some sort of tenancy in
income, -
The use of the irrevocable trust
device is, as I see it, neither
damned nor blessed to any con-
clusive -degree by the Kieckhefer
development. It has been usable
hitherto, and it now appears to be
somewhat more usable, to the de=-
gree to which it suits the average
American family. There are pro-
ponents of its use who expect a’
great deal of it in the future of
estate planning, and who consider
that it can be made to save a’con-
siderable amount of gift taxes, to
avoid serious income tax and es-
tate tax problems, and to fit neatly
into practical’ family arrange-
ments, particularly of the cumula-
tive savings type. There is much
to be said for that viewpoint. where
family resources and circum-
stances permit the use of any ir<
revocable disposition- of property.
- But if the irrevecable trust is
to be used a very sharp eye must
be peeled for tax dangers which
lie in' an entirely different direc-
tion. -We must be very careful not
to allow .the transfer to be frozen
solid in every legal sense and then
to learn that the adult grantor
must continue to pay income tax °
on the trust corpus, or that his
estate, on death, must include that;
corpus for purposes of taxation.
This path is a thorny one and full,
of perils. ;

Irrevoeable Trusts—The Ineome -
and Estate Tax 4

Manifestly I eannot take the
time to discuss in detail the history
and development of the celebrated-
Douglas .v. Willeuts, Hallock and
Clifford doctrines. As of April,
1948 in my Estate Planners Hand-
book I tried to poeint the dangers
of taxation of irrevocable agree-
ments of trust under a section en~
titled “The Irrevocable Trust from
the Standpoint of Taxation.”
That -was an elementary and in<
formal exposition, which revealed,
I am sure, my own reluctance to
use the irrevocable trust approach.
in designing family- plans and
whieh, therefore, may seem some-
what prejudiced to some of you.
But further reflection wupon the
development since 1948 of the
three elassic tax doctrines which
must be expected to cut most
deeply where transfers in irrevo~
cable trust to minor members of
the family are concerned does not
leave me in a state of more confi~
dence or comfort than I possessed:
three years ago. '

The concept that reservation of
incidents of benefit or control may
be the equivalent of actual receipt’
of income is now so. thoroughly:
established in our tax-structure
that we may only expect its ag-
gressive extension in thé constant
chess game between government:
and its imaginative -citizens, I
never ‘approach: this.'subject but’
that I see in' my mind’s eye that
famous granite milestone,’ known'
to lawyers as Burnet ». Wells. On
one side of this stone are inscribed:
the comfortable words -of an old
fashioned. property law_judge
(Sutherland). .

“The powers of taxation are
broad, but the distinction between.
taxation. and confiscation must
still be preserved. So long as the
Fifth Amendment remains unre-:
pealed and is permitted to control,
Congress may not tax the property
of A as the property of B, or the.
ineome of A as the income of B.”"

This, of course, was a. cheering
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"“legend, to our Victorian-eyes. But, ~be among: the lower 'court’cases,
~<alas, that-legend“was mscribed“bn -and whatever rays of hopeful light

. the narrow side of the stone, point-.
‘. ing away. from the future. On ‘the*

broad - side, indicating - the way

« uponwhich we have traveled since

-« and are-likely to travel hence, was
< a quite different inscription, writ-
< ten by’ a quite different sort of
«- person .(Cardozo). On that side it
+ was' recited.that “income. perma-
: nently applied by-act of ‘the tax-
« payer to the maintenance of con-
= tracts made in his name for the
- support’ of his dependents is in-
i come used for his benefit” and is
- taxable. And as Douglas V. Will-
“ euts came- along, and then the Clif-
* ford doctrine, a final and mean-
- ingful inscription was added:
“We have at best a_temporary
y allocatxon of income within an in-
. ‘ timate family group. Since the
. income remains in the family and
- since the. husband retains control
over the-investment, he has rather
, complete assurance that the trust
.. will "not' affect 'any' su_bstantial
..change. in_ his economic position.”
Those cases dealt primarily thh
" the income tax, but much of the
, same reasoning apphes to the es-
. tate tax. There is, as we all know,
_ a special- pitfall. in' the area of
. trusts for the support of depend-

- of the Supreme' Court’s decision
. in Helvering v. Stuart which held
7 that 'if ‘'the income of an irrevo-
~ . cable trust might be used for'the
. support’of . minor children: it was
< , taxable to“the grantor-father,
. whether or not the income was i
; fact so . used.- Congress promptly
. amended the income  tax provi-
sions. of“the statute so as to tax
. 'the income only when it was in
fact. used :for support. But noth-
+ing ‘was ever done to apply any
similar limitation to the estate tax
.~ rule. The result is that the whole
--area of trusts which may be used
i.for the support of minor or other
. +.dependents is fraught with serious,
. “though little recognized, danger
that the assets may be taxed on
! the death of the grantor as a part
- of his’estate. o
Do I need say more to remind
you how difficult it-is' to. avoid
- tax to the grantor upon-the' in-
come- and. corpus of ‘any irrevo-
<~ cable ' trust. which'.the average
. American head of family is likely
to' be willing.to accept? - Let us
" leave -out' of consideration-for a
- moment: the comparatively” small

fraction of our successful men who:

are completely willing and able
to set aside, without any qualifi-
cation“whatever, in' the hands’ of
strangers, substantial sums for the
present or.future benefit of minor
dependents. There are ‘such peo-
' "ple;. ‘of - eourse.”- They need not
.bother.about the gift tax exclu-
sion. ,They can.pay.-the gift tax
with relative -ease. They have
enough. left over for the family’s
protection so ‘that what happens
in . fact. to:the property in.the

. irrevocable. trust in . future  is-of:

no important ' concern. to- them.
- They. -want no benefit. from that
trust, direct - or -indirect. - They
want no control of any kind. They
are: bona fide bidding an ‘irrevo-
cable “good bye” to the property
involved. . They:don’t need:; to
worry..about . the: great . lines: of
cases : to; 'which' I- have .referred.
With proper advice. they can
avoid, thenr in all respects.” But I
think-yow and I realize that many
of our clients are mot in that cate-
gory. ;Many-of our middle-aged

successful - businessmen  are in a~

nonliquid condition, heavily con-

centrated: in the types of holdings

" which ougrt not to be controlled
by -strangers.- It would, in many

such- instanres; be short- sighted’

‘for us to advise a permanent re~
-ductiom. either in-good- realizable
assets or‘in close corporation hold-
.. ings. for anv purpose, let.alone for
.. the support ~r: benefit of minors;
... unless, at''~~st,-some method of
.resumption: ~f . control in emer-
gency is prow"ed

This pitfall has arisen out:

.but -on its own two feet,

seem to appear-from time to time
in isolated opinions, we shall be
fooling ourselves unless we realize
(a) That if the purpose and ac-

‘tual effect of the irrevocable trust

is, as’ often is the case, to provide
support for a minor person or per-
sous.to. whom the grantor legally
owes support, then the danger of
taxation to the grantor and to his
estate is real.

(b) That if the grantor wishes,
as do most men, ‘to retain even
what you and I would call reason-~
able controls over the trust prop-
erty, or wants to prevent the trust
property from getting away from
the tamily assets and into the
hands of strangers, then the dan-
ger of tax to the grantor is real,
and

(c) That if the grantor wants,
as do most men, to provide that
when the purpose of the trust has
‘been accomplished or has failed,
the property shall return to him
or be restored to the family assets
then the danger of estate tax to
the grantor is real.

~And s0, while it can be said that
the 1rrevocable trust for the bene~
fit of minors is a perfectly feasible
device at the substantive law and,
if due caution and great skill be
used, at the tax law as well, I
think that we must conclude that
we ought not to use it without a

“-most -careful survey of the situa-

tion and ‘allowance of a cGasider-
able factor of -safety.

1 _am afraid that we shall find it
an exception rather than the rule,
however, to encounter a situation
in which it is patently prudent and
wise for a middle-aged successful
proprietor to split up his proprie<
tary holdings among his wife and
minor children, or to allocate" ir=-
revocably to their benefit consid-
erable portions of his liquid assets:
Where we do encounter that situa-
tion we should, I think, be most
conservative. It is best to con-
struct irrevocable trust agreements
with trustees who cannot be said,

. under any circumstances, to have .

beneficial interests; or to stand in
any ‘“‘suspicious” basis of relation-

ship to the grantor; the grantor
should be. eliminated with com-

plete finality from all aspects of
benefit. or administration of the
trust; the trust should continue
for a sufficient period so that no
possible " short-term aspect could
be involved. In the course of pre-
scribing this sort of document we
may not find many occasions when
we can’ warrant possession of the
gift tax exclusion and still possess
the magic combination of safety
on all other tax fronts and accom-

plishment of a wholly. desirable:

family objective. It goes without
saying that to purchase the gift
tax exclusion at the price of al-
lowing the beneficiary or his
guardian to demand the trust
property outright may be to in-
volve a-substantial risk from the
standpomt of sound family plan-
ning.

The kind of situation which is
very often encountered in prac-
tice, almost universally among
younger clients still “on the make,”
is one in.which the grantor would

_like to make a tentative allocation
of family assets, or, perhaps, to

create .an-investment account for
his minor children, with a ‘mini-
mum  of .legal apparatus, and yet
feel reasonably certain that in a

-pinch he can.change the arrange-

ment; .but he would like assur-
.apee; - also, - that if no occasion

.arises for making a change before
his death the “set up” will “stick”

at law, not as a part of his estate
The
grantor often wants to be a trustee
or co-trustee of this arrangement.
He. certainly wants the broadest
powers of management and allo-
cation of benefits to reside in the
trustees and, frankly, he wants to
have a “fmger in the pie” at all
times.
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-using . the "irrevocable trust, nor

can-any substantial. tax savlngs be
obtained on such a basis.

The Revocable Trust

Yet, our third and last method
of trust approach is, in my opin-
ion, a very valuable—perhaps the
most valuable—tool in our estate
planning - kit. ‘It fits extremely

well with modern investment pro-

grams for minor children, some of
which, on a basis of periodic pur-
chase, give a comfortable sense
of accomplishment and may be-
come extremely worth while ‘if
allowed to accumulate or if com-
bined, as is entirely feasible, with
the purchase of life insurance.

I use the revocable trust as the
keystone in a high proportion of
my estate plans. I even-use it, to
a marked degree, for clients domi-

ciled in my Commonwealth, as-&:

general receptacle into which pro-
bate assets are poured, I hope I
don’t do so recklessly; certainly
the Fourth Chapter of my Estate
Planners Handbook goes clear out
of its way to certify to my fellow
workmen the problems relating to
the sufficiency as a present legal
transaction of the revocable trust;
the titillating problems concerned
with . incorporation by reference
and “independent nontestamentary
significance,” and the - questions,
almost of public policy, with rela-
tion .to creditors and particularly
to surviving wives. I refer you to
my Handbook and ‘I repeat those
warnings; it is necessary to do so

for only recently 1 have been ex-

citedly described as something of
a zealot 'who is playing fast and
loose with the legal safety of my
clients” affairs. Being in the good
company -of some rather sure-
footed scholars' I am not dis-
turbed about the use of the revo-
cable trust in the hands of thought-
ful ' workmen and for the present
purposes, at least, I shall assume

a completely legal structure. On
that assumption I am very clear
about its practical advantages: -

(a) It is a very handy protective
device inter vivos; much superior
to agency, power of attorney,
guardianship and committee ar-
rangements of any kind. |

(b). It is private in nature, since
it is not ordinarily subject to court
routine as part of the probate es-<
tate,

(¢) It is. economical, for the’

same reasomn.

(d) It is much mote flexible
than a testamentary ' instrument
can possibly be.

(e) It possesses  great virtues
with respect to doctrines of the
conflicts of law, ie. it can be
pinned down to whatever body of
controlling law the grantor may
choose.

(f) It possesses, in some juris-
dictions, a limited power to pro-
tect its corpus, and even its in-
come, against attacks of the grant-
or’s subsequent creditors.

(g) In a very limited way it
may save some local inheritance
or estate taxes,

Of course, we all know that a
transfer to a revocable trust for a
minor beneficiary is not a taxable
gift, that the income of a revo-
cable trust continues to be taxed
under Federal rules to the grantor
and that the corpus of a revocable

trust is taxable to the grantor’s

estate o his death. Nothing much
can be gamed tax wise, therefore,
by. its use in connection w1th
transfers to minors. But all else
is set right by its use ahd much
is accomplished for the average
family.

If the instrument is drawn with
care a vehicle is provided to which
future sums can be easily added
which may go on through per-

‘mitted periods until the job is

accomphshed The disabilities of

‘the minor and his powers to dis-
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affirm are no longer a problem,
for the trustee is the full and com-
petent owner and manager of the
property. There need, ordinarily,
be no trust accountings rendered
to court. There are no guardians
ad litem, no surety bonds, no de-
lays, no added expenses. The pro-
bate estate of the grantor is cor-
respondingly decreased. The trust
may be mortised into any other
family  estate planning document
in any desired way. All is saved,
indeed, but death and taxes. Anc
death and taxes, I have heard it
said, are events which, over thc
long run, we cannot reasonabl

hope to avoid!

I conclude this rather length;
discourse, therefore, by makin;
note of what seem to me to b.
established propositions of estatc
planning as of this moment. Firsi

.outright gifts to minors are ver;

seldom advisable for the man. o.
average means; the substantivc
law is not friendly to them .anc
they almost invariably cause trou-
ble. ‘Second, informal “short-cut’
declarations of trust for minors are
dangerous quagmires of legal un-
certainty. Third, irrevocable trans-
fers in trust for minors can be
used efficiently in the relatively
few instances where they fit well
into average family plans but the
draftsman must do a meticulous
job and, above all, make his client
understand the considerable gift,
income and estate tax hurdles
which stand in his way and the
practical price which he must pa;
in exchange for all tax advar

tages; finally use of the revocabl

trust ‘agreement for transfers 1
minors lacks any substantial vir

tue tax wise but ought not to L

overlooked merely for that reasc
—much is accomplished in a prac
tical sense and the family plan':
gracefully rounded out by 1ts ir.-
telligent use.
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Condensed Statement of Condition September 30, 1951

ASSETS

Cash on Hand and Due from Banks. ..
United States Government Securities...
State and Municipal Bonds and Notes.. ...
Stock of the Federql Reserve Bank

Other Bonds and Securities (including Shares
of Morgan Grenfell § Co. Limited and

Mordan § Cie. Incorporated) ..
Loans and Bills Purchased

JAccrued Interest, Accounts Receivable, ete..
Banking House .«....cveuvves Viwwss
Liability of Customers on Letters

of Credit and Acceptances...

LIABILITIES

$ 59,336,334.93
551,054,289.31
23908,809.03

Accounts Payable, Reserve for Taxes, etc.. ..

Acceptances Outstanding and Letters of

Deposits: U.S. Government
All Other
Official Checks Outstanding

Credit IssSued . vovvivisesianss
Capital, cuees
Surpliss . cvvivven

Undivided Profits..cscessvisivavessrsasennees

United States Government st'mn‘tze.r carvied ot $76,950,090.22
in the above statement are pledged to qualify for fiduciary powers,
to secure public monies as requxmi by law, and for othey purposes.

. - Member Federal Resarva Syssam
Member Federal Deposzt Insurance Corporcmn

evessssessabn

e
N L R R TR Y

R R T

o
&

$186,856,765.53
176,027 845.24
69,158,566.86
1,500,000.00

“esnse

792130624
255,065,922.66

2,542932.36

3,000,000.00

10,489,231.09
$712,562,569.98

eessesrssed

$634,299433.27
4,141,728.53

10,573,808.53
20,000,000.00
30,000,000.00
1354759965
$712,562,569.98
| — ——————e———

ériensisnen

. We must “'eadily bear in mind This perféctly natural obJectlve ‘ A
- . that. whate'“r the confusion may - cannot, mamfestly, be obtamed by - :
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_ Public Utility Securities
By OWEN ELY

Western Massachusetts Companies

Western Massachusetts Companies is a Massachusetts volun-
tary trust with only one important subsidiary: it owns all the
common stock of Western Massachusetts Electric Company, suc-
cessor to some 13 subsidiaries which over the past 2'0'years have
been merged into a single company. ' The subsidiary serves
electricity to 55 cities and towns in western Massachgse_tts, has a
$63 million plant, and its revenues apvroximate $18 million.

The parent company. has oustanding 978,000 shares of no par
common stock which is currently quoted over-counter around 31
(last year’s range was 36-29)., The dividend rate is $2, md;catmg
a yield of about 6.4%. Parent company earnings appro'xlmated
$2.28 a share in the 12 months ended Aug. 31, compared ‘with $2.67
in the previous period, and on the basis of these figures the
dividend payout is about 89%. The common stock record over
the past decade is shown in the accompany table. " - ' . -

Divs. Paid
Per Share
$2.00
2.00
2.00
2.00
1.95
1.65
1.60
1.50
1.60

Range ol'Per Share
Market Quotations
$29 -$36
27 - 32
25 ~ 32
30 - 38
33 - 43

.25 -38
22 =27

16 - 25

15 - 21
2.00 104.7 17 - 30
2.00 92.2 25 - 36

It is estimated that actual earnings for the calendar year 1951
may cover the dividend by only a small margin. The subsidiary
company expects to file an application for increased rates, which
would provide increased revenue of about $1,200,000 per annum;
had the proposed increase been effective throughout the calendar
year 1951 share earnings would approximate $2.71, This would
put the company’s rate of return up around 6% % if applicable
to 1951, but on the basis of estimated 1952 earnings the return
would be under 6% %, about the rate allowed in the telephone
case by a Massachusetts Court. ' ;

The company has a reserve for “hydro equalization.” In the
12 months ended August, $117,419 was accrued for the reserve by a
charge to income, while in the previous period earnings were
increased by $108,093 through charges to the reserve. Thus the
bookkeeping in connection with this reserve accounted for over
half of the decline in earnings in the 12 months ended Aug. 31.
The system' has worked well as an offset to the vagaries of the
Connecticut River, and after five years’ experience the reserve is
close to its starting point. ;

The company has had to do comparatively little financing. in
connection with its postwar construction program. It ended the
war with a substantial amount of cash and securities, which were
drawn down for construction needs, In 1948, $8 million bonds were
sold and no further financing was needed until recently, when the
subsidiary arranged for an $8 million bank éredit. It is gtimated
that this will take care of the company’s current program which
'will include completion of a second 42,000-kw. unit at West Spring-
field. The company has electrified 99% of its farms in the area
so that virtually no construction work will be required in the
future for this part of the business. -

Capitalization at the end of 1950 approximated 49% debt and
51% common stock. Depreciation reserve at 25% of utility plant
appeared adequate. The company in 1950 took down 15% of rev-

_enues to the balance for common stock, which was better than the
national average. : ;

The area served by the company is highly industrialized as
indicated by the breakdown of revenues—31% residential, 21%
commercial, 38% industrial and 10% miscellaneous. Residential
revenues per kwh, 'in 1950 were 3.47 cents—considerably above
the national average, but.down substantially from the 4.40 cents
in 1941. Residential usage was 1,628 kwh. compared with 972 in
1941. Appliance saturation in 1950 was 80% for. refrigerators vs.
9% U. S. average; 28% for ranges vs. 21%; 4% for freezers vs. .
7%; and 3% for water heaters vs. 12%,. The sale of water heaters
will be pushed over the next five years, the goal being 10,000
heaters, !

The company has comparalively high power bills, which ex-

. Plain its high residential rates. Fuel:costs iri 1950 were 38.5 cents
per million btu’s compared with 25 cents U, S. average. Taxes are
also higher—$28 per $1,000 of plant investment ‘vs. $20 U. S.
average, .

Earnings in 1953 should benefit by an estimated $900,000
saving (before depreciation and taxes) from operation of a new -
generating unit; $500,000 would.be the “firm” saving on a power
purchase contract while the remainder represents estimated fuel
savings, etc. ’ o

The company’s industrial customers are quite well diversified.
Metal and metal products companies contribute about 40% of in-
dustrial revenues—a great deal more than textiles, usually con-
sidered the principal New England industry, U. S. Rubber is the
company’s largest customer, along with General Electric, Mon-
santo, Westinghouse Electric, Chapman Valve, and others.

Percent
Payout

74.1
75.8
87.0
83.0
73.0
89.7
84.7

947
90.9

Earnings Avail,
Per Share

$2.70

Clarence R. Templeton

! Schwartz Director
Clarence R. Templeton

passed  A. Charles Schwartz, partner in
away at the age of 65 after a long the New. York' Stock Exchange
illness. Mr. Templeton ‘was a member firm of Bache & Co., has
former member of the New York been elected a director of Con-
Stock Exchange and was a part- solidated: Engineerin g Corp.,
xer in Wade &. Templeton, New Philip--S, ' Fogg,  President, an-
York City. nounced, ... .-ix o
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Municipal Bondwomen’s Glub of N. Y. Announces

‘Educational Program and Elecls New Officers

Initial talk fo be made by William G. Laemmel. New President
of Group is Frances Isengard. :

The Municipal Bondwomen’s
Club of New York announces that

its educational program for 1951-.

52 will begin today with a talk
on “Housing -Bonds” by William

of the Bond Buyer (January—
exact date to be announced later).

The Educational Committee for
1951-52 is composed of the follow-
ing members: Margaret O'Neill
Angerman (Adams, McEntee - &

Co.); Anne J. Kirkpatrick (Domi-

nick & Dominick); Sara B. Pardy

Powers (R.D.White & Co.); Anna

I ©. Schreiber (Mitchell ‘& Per-
# shing); Elsie Schuyler, Chairman
| (Chemical Bank & Trust Co.).

Frances Isengard Elected President

The club elected Frances Weller
Isengard of Harry Downs & Co.;
President, succeeding Cathleen K.

4 Morin of Smith, Barney & Co., at

its annual meeting, Sept. 20.
Sara Pardy Powers of R. D.

| White & Co., was elected Vice-

William G. Laemmc Frances W. Isengard
G. Laemmel, Vice-President of
Chemical Bank & Trust Co., and
head of the bank group’s housing
syndicate. This first meeting will
be held at the 30 Broad Street
Office of the bank.

This year the Club’s Educational
Committee is planning a series of
talks by eminent guest speakers.
While the full program is not yet
complete, the roster will include:
Winthrop S.  Curvin of  Smith,
Barney & Co. (Nov. 8); Townsend
Wainwright, of Wainwright, Ram-~
sey & Lancaster (Nov. 29); Robie
L. Mitchell of Mitchell & Pershing
(Dec. 13); and Phillips Barbour

President, succeeding Margaret M.
O’Neill of Adams, McEntee & Co.,
Inc,; Jean C. Schwarzwaelder of
W. E. Hutton & Co., was elected
Secretary, succeeding Edith Mer-
tens, of the Mercantile Trust Com-
pany, and Grace Zvonik of Laid~
law &.Co., was elected Treasurer,
succeeding Frances W. Isengard of
Harry Downs & Co.

Elected members of the Board
of Governors are: Mary M. Var-
ley of Harriman Ripley & Co., Inc.,
and Elsie T. Schuyler of the
Chemical Bank & Trust Co.

Continuing Governors will be:
Cathleen K. Morin, retiring Presi-
dent; Louise Bullwinkel of Tripp
& Co., Inc., and Dorothy Root of
F. S. Smithers & Ca.

Continued from page 13

Investment Company Securities
‘As Trustee Investments

Instead, they invest only. in the
fixed-income securities available
from the Legal List, knowing full
well that they are not carrying on
in the way the donor expected, or
in the way in which he himself
would have managed his affairs.

As a result of such fears and
uncertainties, many thousands of-
widows and other trust benefici-
aries are obliged to live on a much
more modest scale than ever be-
fore. And this, in the year 1951,
when the national income and the
national standard of living are
higher than ever before! There
is only one bright spot in the pic-
ture, if it can be called “bright.”
Eventually, the remainder-men of
these trusts are supposed to be
assisted in receiving the same
number of dollars  that were
placed in trust originally. The
Legal List Rule is designed to try
to bring that about, above all. But
is ‘that -what most businessmen
anticipate when they write their
wills? ‘Are these the results they
desire? Are these, in fact, the re-
sults any of us. ‘would want? I
think we’ll all answer ‘“no” to
that. No man intends to prefer
remote beneficiaries over his
widow and children. "I imagine
that all of you who live in Legal
List States will take care to find
a lawyer who will draw up an in-
strument that gives your trustees
explicit investment
powers they need in order to care
for those you leave behind as you
would have them caréd for, Why
will any of us go to this trouble
and expense? Is it not because we
really believe that the Legal List
Rule is an inadequate guide to in-

..vestment under present-day eco-

nomic conditions

Progress Toward Change in
ta Legal Lists
. Whether or not' we all agree
that the Legal List Rule is out-
moded, a sweeping change in the
thinking on this subject has taken

place in the last 10 years as fidu-
ciaries, trust draftsmen, invest-
ment managers and alert legis-
lators have struggled to find a
solution to the serious problem I
have tried to outline here. The
reform began about 10 years ago
when- Mayo Shattuck, prominent
Boston attorney and trust author-
ity, began a speaking and writ-
ing eampaign urging nation-wide

repeal of the Legal List Rule.

which then governed the invest-
ment powers of fiduciaries in all
but nine States. Mr. Shattuck
urged adoption of the .Prudent
Man Rule, which had been in ef-
fect in Massachusetts since 1830,
and in 1940 was in effect in nine
States out of 48. Under this rule,
he pointed out, fiduciaries:were
free to use their own discretion in
selecting securities portfolios to
meet the differing requirements of
different beneficiaries so long as
they conducted themselves as
prudent men in accordance with
the local definition of that term.
His views were immediately sup-
ported . by - many lawyers. .and
bankers and fiduciaries of all
types throughout the country, par-
ticularly by those who suddenly
found themselves unable to ful-
fill their responsibilities to bene-
ficiaries under the State Invest-
ment Laws then in existence. In
the winter of 1942, the Trust Di-
vision of the American Bankers
Association formed a Committee
on Fiduciary Legislation to study
the problem. Shortly "thereafter,
this committee, - composed of a
number of the outstanding senior
trust officers in American banks,
recommended that a Model
Trustees’ Investment Statute be
prepared for the guidance of those
fiduciaries who wished to propose
the adoption of the Prudent Man
Rule for trust investment in their
own. States. This statute be-
came known as the Model Prudent
Man Statute. It has been adopted
by many States in recent years.

. Wi & s

By 1949, in.fact;, 13 more impore
tant'States had.enacted the Model
Statute or something:closely ap-
proaching it. : ‘
By 1949, much had been done to
alleviate _the problem of those
fiduciaries who had previously
found it impossible to provide
beneficiaries with an adequate
living income; but much remained
to be done, While fiduciaries in
recent Prudent Man States no
longer hesitated to invest a por=
tion of the funds under their con-
trol in equities, most of them -
were in a position of having lim-
ited funds for investment at their
disposal.” As a result, they were
unable to purchase enough differ-
ent securities to provide adequate
diversification of investments.
Lacking the funds to achieve such
diversification, many hesitated to
buy equities at all. Most of these
fiduciaries knew that the shares
of reputable investment companies
would provide the diversification
they needsd, but the lawyers
among them, at least, knew that
there were certain ancient legal
prohibitions relating to the dele~
gation of fiduciary duties and to
mingling of trust assets.. Most of
them did not Lelieve that the pur-
chase - of investment company
shares constituted such a delega-
tion of their responsibilities, but

having little or no specific law .

with’ which 1o back up-their be-
lief,- they hesitated to purchase
them, This hesitation persisted in
spite of the.fact that trustees in
older Prudent Man States had
been making similar-acquisitions
for. generations without criticism
either upon the ground of im-
proper delegation or of mingling.

Right to Purchase Investment
Company Shares. .

This dilemma did not last long,
however. In 1948, two important
events took place which clarified
this legal question to the satis-
faction .of many. ' In that year,
the courts in Ohio and Massa~
chusetts were asked to express an
opinion on the question of dele-
gation.. In each .instance, the
courts upheld the fiduciary’s right
to purchase investment company
shares, and no official expressions
denying this right have been made .
in any Prudent Man State.

In the Ohio case, the interme-
diate Court of Appeals affirmed
a lower Court’s judgment to the
effect that the purchase of invest-
ment company shares did not
represent an improper delegation
by the trustee involved and that
he could not, therefore, be made

the subject of a.surcharge, In Mas=-_.

sachusetts, in answer to Mayo
Shattuck, who had requested
clarification on the point,.the first
judge of the Probate Court for
Suffolk County wrote him as fol=
lows: “I put the question of the
propriety of a trustee purchasing
shares. of investment companies
and investment trusts on the
agenda for the meeting and the
matter was discussed at length.
Of the 20 regular Probate Judges
in this- Commonwealth, 16 were
present. I am now in a position
to inform' you that.none of the
judges present have any objec=
tion to a trustee investing in the
type of securities ‘mentioned
above. It was the unanimous feel~
ing that the Probate Judges of this
State, to keep abreast of the times,
should ' recognize the fact .that
such  purchases are not such a
delegation of authority on the part
of a trustee as would warrant an
objection on that score alone. The
judges reserve the right, however,
to apply the Prudent Man Rule in
every case and the trustee will be
held to the same rigid standard in
the purchase of these securities as
he would in making other invest=
ments.” -

But even now, in spite of the '
foregoing, this question has not
been. sufficiently = clarified for
many trustees because there has
not as yet been any State Su-
preme Court decision on the mat-
ter. It is interesting to note, at
this time, that the long-awaited
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‘decision may come down at any
moment from the Supreme Court
of Oklahoma. In March, 1951, in
th_e matter of Flynn’s Estate, the
District Court of Oklahoma
Cpunty sumimed up the issue very
nicely, .and I quote: “That al-
!hough under the preceding find-
ing, trust funds can be invested
in any type of property meeting
the statutory standard, the Court,
Since requested by the parties,
spemf;ca!ly finds that prudent
men, in accordance with the stat-
utory standard, are at the present
time investing in stocks and ob-
ligations of corporations and in
shax:es of investment trust com-
panies. That the responsibility
under the statute for the selection
of proper investments rests with
the trustees, and if the statutory

standard is adhered to and the’

intention of the Legislature fol-
lowed, it is neither proper nor ex-
pedient for the Court, absent
exceptional circumstances, to spe-
cifically designate any  certain
securities as proper for trust in-
vestment. The Court further finds
that the investment by trustees in
shares of investment trusts does
not constitute a delegation of au-
thority . in the- sense that n
trustee’s - discretionary . powers
cannot be’ delegated to ‘others;
and that a trustee in determining
what types- of shares should be
purchased discharges his ‘discre-
tionary duty in the sense required
by law, and the faet that a cor-
poration, whether it be a business
corporation or an investment
trust, is managed by persons other
than ‘the trustees, does not con-
stitute such an unwarranted dele-
gation of authority as would pre-
vent a  trustee from investing
therein.”
Supreme Court hands+ down its
decgsmn in this case, assuming it
is in the affirmative, only " the
most timid of trustees and fidu-
ciaries will hesitate” to’ purchase
investment trust shares thereafter.
Fiduciaries throughout the coun-
try await this decision in hopeful
expectation, 3
Early in 1950, the growing im-
portance of mutual fund shares as
a medium- for fiduciary invest-
ments caused leaders in the mu-
tual fund business to join together
in an effort to speed the progress
being made, A Committee on Ar-
rangements -was formed and in-
terested individuals—lawyers, in-
vestment men, bankers and other
fiduciaries — in various States
were assigned to the difficult task
of obtaining support for and pass-
ing either amendments to Prudent
Man Bills already in existence, or
entirely new Prudent Man Bills
whlch would expressly authorize
Tiduciaries to acquire and retain
every kind of property including,
but not by’ way of limitation,
,bonds, debentures and other cor-
porate obligations and stocks, pre-
ferred or common, and securities
‘of any open-end or closed-end
management-type investment
company or investment trust reg-
istered under the Federal Invest-
ment Company Act of 1940, as
from time  to -time ' amended,
which men of prudence,  discre-
tion and intelligence. acquire or
retain for their own account.

. The extremely. rapid progress
which has been made since' the
formation of that committee is a
matter of common knowledge by
fiduciaries everywhere by now.
Countless numbers of individual
fiduciaries, charitable organiza-
tions, benevolent societies and
smaller- banks ; and institutions
. suported adoption of such new
legislation once they realized the
advantages of investment com-
pany shares. Through the use of
these shares, fiduciaries handling
smaller trust accountds—and the
number of small accounts in-
creases yearly — could gain four
main advanfages among others,
In order of importance, these ad-
vantages are: (1) professional in-
vestment management devoted to
careful selection of securities and
full-time supervision of the se-

curities selected; (2) broad diver-

When the. Oklahoma’

sification of risk in the shares of
many leading corporations jn all
of the country’s leading indus-
tries; (3) freedom from the ex-
pense and time-consuming' de-
tails of handling the mechanics of
investing, collection and reinvest-
ment of many dividend checks,
disposition of stock warrants,
bookkeeping for tax purposes, etc.
—all of the things which most fi-
duciaries have little time for or
little experience with; (4) elimi-
nation of the cost of hiring invest-
ment counsel and purchasing ade-
quate investor’s services and man-
uals. These expenses are usually
a heavy ‘burden an smaller trust
accounts. 7

In the year and a half which
has passed ‘since ‘our committee
began to act on the prcblem, a
number of States have  passed
such permissive legislation of one
kind- or another.” This spring
three States — Colorado. New
Mexico and Tennessee — adopted
the full Prudent Man - Rule by
model statute with an amendment
specifically authorizing the shares
of investment companies for fi-
duciary investment. Three more
States—New Jersey, North Da-
kota and South Carolina—passed
partial Prudent Man Rule bills
which authorized fiduciaries to
purchase investment company
shares with a porticn of the funds
under. their control. Kansas.
Maine and Washington  passed
amendments to their model stat-
utes permitting the use of invest-'
ment company securities. Wiscon-

‘sin amended its trust laws to in-

clude the use of investment com-
pany or trust securities.

This spring, also, the State of
Utah adopted the old Model Pru-
dent Man Statute which specifi-
cally suggests equities for fiduci-
ary investment and, as you know,
New York has also adopted a lim~
ited 35% Prudent - Man Rule
amendment.. While the change in
ithe New York law is regarded as
particularly significant in view of
that State’s outspoken reluctance
to depart from the Legal List doc-
{rine, the new law is unfortu-

invested collectively in order to
obtain better diversification, The
Bill as adopted was also extended
to cover cemetery associations
and trustees of State institutions
such as the State Hospital, State
Prison, State Industrial Schools,
ete.

Now, ‘after 10 years of progress,
‘only 17 States remain .in which
trustees are unable to invest the
funds under their control, or at
least a part of those funds, in ac-
cordance with ‘their own best
judgment and discretion.  Much

remains to be done, however, not’

only in Legal List States with no
fiduciary legislation, but also in
a number of Prudent Man Rule
States which have not, as yet,
adopted an amendment which spe-
cifically mentions investment com-
pany shares as authorized for fidu-
ciary investment. In this coming
year, therefore, our committee
has plans for urging the passage
of such legislation in such impor-
tant States as California, Ken-
tucky, Louisiana, Mississippi and
Virginia, the only important
States in which the Legislatures
meet this coming year. I hope
that we may count upon the con-
tinued support of those of you
who have been urging such legis-
lation and also upon those among
you who' appreciate the impor-
tance of the problem and want to
see something done about it in
your own States, ,

“James Imhof Joins
- King Merritt Co.

nately hedged and limited in its -

application of  the Prudent Man
Rule. A few of the States which
have passed remedial legislation
this year were States in which the
committee had not as yet taken

cany  action. Only the other day, -

in fact, a lawyer friend wrote thaf,
West Virginia, a Legal List State,
had passed a Prudent Man Rule
which applied to investments by
the “Board of Trustees of, or any
fiduciary for, any university, col-
lege, seminary or other institution
of learning and of any hospital,
church or other eleemosynary or
charitable institution or associa-
tion.” - )

I am sure that you will all be
interested in hearing of legisla-~
tion which the State of New
Hampshire adopted several weeks
ago. In this State the Legislature
has taken a remarkable step for-
ward which may well be the fore-
runner of an entirely hew series
of hills throughout the country,
particularly in those States which
are dotted, as New Hampshire is,
with a great many small cities and
towns. The :.new Bill passed by
the Legislature permits trustees
of public ‘monies to “establish,
maintain and operate one or more
common trust’ funds, in° which
may be cembined money and
property belenging to the various
trusts in their care, for the pur-

pose of facilitating investments,.

providing diversification and ob-
taining reasonable income.” In-
vestments must be confined to
stocks' and bonds eligible for sav-
ings bank investment which in-
clude, among other—things and
under certain circumstances, the
securities of investment compa-
nies. In short, it authorizes, on an
optional basis, the device .of col-
lective investments with certain
safeguards regarding the identifi-
cation of the several funds in the
pool. The various ‘public trusts
existing in’ any town _ may be
pooled or mingled together and

James R. Imhof

(Special to THE FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif—
James R. Imhof has become asso-
ciated with King Merritt & Co.,
Inc. Mr. Imhof was formerly
manager of the trading depart-
ment for Waldron and Compqny
and prior thereto was wjth First
California Company.

Bankers Offer Toledo
Edison Co. Pfd. Stock

The First Boston 'Corp. and
Collin, Norton & Co. head an in-
vestment banking group -which
publicly offered yesterday (Oct. 3)
a new issue of 50,000 shares of
456% cumulative preferred stock,
$100 par value, of The Toledo Ed-
ison Co. The stock was priced at
$100 per share plus accrued divi-
dens from Sept. 1. 1951.

The new stock is redeemable on
or prior to Sept. 1, 1956 at 104

and thereafter at prices scaling :

down to 101. ‘
Supplying electricity in an area
of approximately 2,500 square
miles in and around Toledo, Ohio,
the fourth largest city. in the
State, The Toledo Edison Co. is
required to expand the generating
capability of its system substan-
tially as the area continues to ex~
perience rapid industrial growth.
With the oil and glass industries
in this large railroad center alone
earmarking $90,000,000 for post-
war expansion, the utility through
construction expenditures of $60,-
500,000 during the next fjve years,
‘will increase its system’s capabil-
ity from 368,000 kw to 475,000 kw.
While approximately one-half
of the estimated $60,500,000 for
utility expansion will come from
additional financing in the future,

the balance will be derived from
the proceeds from the current .
sale, from funds on hand and de-
rived from depreciation reserves
and retained earnings, and from
a revolving credit agreement.

a1 ‘53

John W. Eustice With i
Dempsey-Tegeler Co.

Giving effect to this issue, the \.

company will have outstanding "
$47,000,000 of long-term debt;
$2,700,000 in 2% bank loan notes;
$4,845,000 under. a revolving credit
agreement; 210,000 shares of $100-
par cumulative preferred stock
atn.dk4,160,125 shares of common
stock, o

Cynjs B. Johnson
With Harris Upham

" (Special to THE FINANCIAL CHRONICLE)

CARMEL, Calif—Cyrus B.
Johnson has become associated
with Harris, Upham. & Co. He
was formerly local manager for
Davies & Mejia and prior thereto
was with Schwabacher & Co. and
Dean Witter & Co.

Witk F. H. Breen Co.

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Donald
F. Grannis has been added to the
staff of F. H. Breen & Co, 609
South Grand Avenue, He was
formerly with E. F. Hutton & Co.

John W. Eustice

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, Ill.—John W. Eustics: -

has become associated with Demp—

sey-Tegeler & Co., 209 South La
Salle Street. Mr. . Eustice was
formerly in the trading depart—
ment of Cruttenden & Co. and
prior thereto was with Fred W.
Fairman & Co.

With King Merritt
OAKLAND, Calif—George L. »®
Trees is with King Merritt &
Company, Inc.

AND TRUST
Main Office,

CONDENSED
OF CON

Cash and Due from Banks .
U. S. Government Securities

Other Securities . . . .. «
Loans and Discounts . . . .

Banking Houses . . . . ..
Accrued Interest Receivable .
Other Assets. . . . v v o &

Surplus, . .« v v o

Uadivided Profits i

Unearned Discount . . . . .

Less: Own in Portfolio .
Other Liabilities .. . . . . .
Deposits

» e o 6 o o ¢ o

Tue Pusuic NariovaL Bank

of NEW YORK

37 Broad Street
o ‘

September 30, 1951 -
RESCURCES

State and Municipal Securities e

F. H. A. Insured Loans and Mortggges
Customers’ Liability for Acceptances .
Stock of the Federal Reserve Bank . .

LIABILITIES

Capital . . . ... .. $13,234,375.00
16,815,625.00

30,050,000.00
9,751,102.40
Dividend Payable October 1,1951 ., . .

Reserved for Interest, Taxes, Contingencies
" Acceptances . . . . . . .$5,035,533.59
590,599.19

United States Government Securities carried_at $16,472,693.86
. are pledged to secure public and trust deposits, and for other
i purposes as required or permitted by law. -
MEMBER: N. Y. CLEARING HOUSE ASSOCIATION
FEDERAL RESERVE SYSTEM -
FEDERAL DEPOSIT INSURANCE CORPORATION
25 Offices Located Throughout Greater New York

COMPANY ‘ '

STATEMENT
DITION

. $133,232,348.07
84,633,318.86
22,927,788.17
6,224,917.49
257,054,700.77
8,738,249.41

. 3,946,256.36
901,500.00
2,325,483.53
609,020.22
211,371.84

$520,804,954.72
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. . .
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$39,801,102.40
378,125.00
1,543,095.84
6,198,920.57

- 4,444,934.40
749,780.85
467,688,995.66

$520,804,954.72
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‘Dick & Merle-Smith Admit

! C. Archibald McVittie will be
admitted to partnership in Dick &
Merle-Smith, 30 Pine Street, New
York City, members of the New
York Stock Exchange, on Nov. 1.

Prospectus upon request from
your investment dealer, or from

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

B pros
your mnfmen' dealer
or

PHILADELPHIA 2, PA.

DIVIDEND
SHARES

‘

A MuTUAL INVESTMENT FUND
Y

Prospectus from your
investment dealer or

%

“.CALVIN BULLOCK:
Established 1894 -
One Wall Street New Yorl:\,

Keystone
Custoclian Fun(ls

Certificates of Participation in

INVESTMENT FUNDS

invesﬁn_g tlxeir capital in 3

BONDS
(Series B1-B2-B3-B4)

PREFERRED STOCKS
(Series K1.K2)

COMMON STOCKS
(Series $1-52-53-84)

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

Please send me prospectuses descnbmg
your Organmatlon and thre nharcs of your
ten Funds,

The Co‘mmercial and Financial Chronicle . . .

Mutual F unds

By ROBERT R. RICH

Are Stock Prices Too High?

Fund Deplores Use of Averages
In Judging Present Market Level

“Market averages are- little
more than handy measuring
sticks,” which, in themselves, give
little or no clue to the state of
the market’s health, National In-
vestors reported to its sharehold-
ers this week.

Noting that a growing group of
observers and investors seem to be
ihfluenced by financial headlines
which emphasize the stock mar=
ket’s present 21 year high, the
fund asked that shareholders and
dealers take a look at the values
behind today’s stock market
prices,

The fund stated that, “We
don’t propose to say whether the
market is high or not, but we do
believe that it is important at this
time to draw attention to the fact
that market averages are little
more than handy measuring
sticks.

“As every doctor knows, the
height of a patient provides little
or no clue to the present or fu-
ture state of his health. In ex-
amining the state of the market’s
health, it is more important to
review and appraise the values
that are behind stocks and. their
relationship io prices than merely
to know price levels.”

Under the heading, “No Con-
clusions  or . Predictions,” the
fund stated that only hmdsxght
will reveal whether the -present
level of stock prices is high.

It was pointed out, however,
that comparisons with past bull
market peaks indicate that values
today have not generally been ap-
praised on a liberal basis. The
report indicated that today’s con-
servative value appraisal, as re-
flected in current stock market
prices, furnishes strong evidence
that the speculative enthusiasm-is
not the influence in stock prices
now that it typically ~has been
during previous bull market
peaks.

The fund warned that it was
equally important to take into ac-
count the possibility that. a large
group of investors, “may consider
current ‘earnings, dividends, and
asset values so influenced by in-
flation as not to justify the same
high valuations as in the past.”

The table below. gives the
fund’s calculations of what.pres-
ent stock market pricesvmi'ght be
if the same ratios of price-to-
value were as true on Aug 31,
1951 as March 10, 1937:

' Hypothetical Stock Prices If Earnings and Dividend Ratios Were

The Same for Aug, 31, 1951, as

#1950
Per Share—
Earnings Dividends = Earnings

Allied Chemical

American Can

American Smelting
American Telephone & Telegr
American Tobacce
Bethlehem : Steel

Eastman Kodak _
General Electric .
General Foods

General Motors __
Goodyear -
International Harvester
International Nickel
Johns-Manville
Loew's

National Distillers
National. Steel

Sears Roebuck ___
Standard Oil of Californ
Standard Oil of New Jersey-
Texas Company

Union Carbide

United - Aircraft

U. S. Steel.___
Westinghouse

Woolworth

Atchison, Topeka & Santa Fe__ 15.65
Union Pacific

“Calendar year or nearest corresponding fiscal year,

They Were for March 10, 1937

Hypothetical Prices if Stocks

Sold on Aug. 31, 1951 at Same

Relation to Earnings, etc.
as at March 10, 1937
Based on  Based on

1950 1950
Dividends

$126.58
94.16
156.25
175.88
. 64.20
284,72
106.44
66.30
152.42
42.39
136.69
43.98
88.89

1
85.90
111.73
12111 .-

Actual
'8-31-51
Closing
Prices
147
. 11688
9245
161%
63
54
0%
68
98%
46 -
59%
444
50
9434
34Y
3934
6%

$102.86
247.00
229.61
227.73
155.52
607.50
135.00
150.55
151.23

tNo dividends paid,

4 'Divcrsiﬁed Investment Company

Prospectus may be obtained from 1 your Iocal
investment dealer or The: Parker Corporation,

200 Berkeley St., Boston 16, Mass.

Portfolio Changes

TWO NEW holdings were added
to Broad Street Investing’s port-
folio during August — Rochester
Gas & Electric Corporation (7,000
shares) and Shamrock Oil and
Gas (4,000 shares),

Commenting. on the new hold-
ings in its portfolio, the Fund
stated that Rochester Gas and
Electric’s net income has shown
a good trend in recent years. Al-
though the earnings have not kept
pace with investment in new plant
and equipment, the company ap-
plied for an increase in rates early
in 1951, and the resulting New
York Public Service Commission
order in July will permit rate in-
creases of about $1,500,000 annu-
ally. . ]
The Rochester utility, the Fund
noted, has paid dividends at the
annual rate of $2.24 per share

since the stock was publicly sold.

in- 1949, and in:view:; of* the up-
ward trend’in.earnings,’ the ‘'divi:
dend rate -seems, to-Broad Street,

to be secure and:to provide a re--
‘turn ‘that is relatively high' for- a

conservatively financed utility op=
erating ‘company..’ Earnings 'per
share on' June 30, 1951 amounted
to $2.72, or adjusted to the .new
per share figure of July. 31, earn—
ings were $2.30.

The other addition to the port—
folio, Shamrock Gas & (Qil, is a
small company that operates large-
ly in the Texas Panhandle, New
Mexico, and Colorado. Although
the principal business of this com-
pany is said to be production and
processing of natural gas, the com-
pany has other. interests which are |

increasing. in lmportance m alhed‘

fields.

The Mutual Fund noted that m."

the years between: 1946 and: 1950,

Shamrock achieved: an outstand-v
ing growth, with daily ‘deliveries-

of natural gas 63%. higher,. sales

of natural gas liquids’ more than.

doubled, crude oil production in-
creasing by -167% and refinery
output by 160%.

Earnings per share of Shamrock
have risen from $1.26 in 1946 to
$4.28 in 1948. Because of a report-
ed top- heavy inventory position
in 1949, earnings declined to $3.63
in 1949 and were $3.54 in 1950.
Reported earnmgs per share for
the first six months of 1951 were
$1.69, or at an annual rate; $3.40.

D1v1dends ‘were mcreased from
$0.50"in 1946 to $2.00 annual -rate
announced in ‘the first quarter of

1951

\ Other increases in Broad
Street’s ‘portfolio -during August,

1951, were Ametican" Cyanamid

(300), American Gas & Electrie
Company (250), Central  Illinois
Light Company (300), Green Com-

‘abide with the:*i.”"

Thursday, ‘October 4, 1951

pany, Inc. (H. L.) (300), Kansas ,

Gas and Electric Company (1,000),

Mid-Continent Petroleum Corpo- °
ration (1,300), National Fuel Gas '

Company (5. 000)

United Para- '

mount Theatres, Inc (5,400), and g
Wisconsin Power and Light Com-

pany (1,000).

Decreases were Commonwealth
Edison Company (eliminated at

5,800),

pany - (reduced. by 5,100).

COMMON STOCKS acquired by

Illinois Power Company :
(eliminated at '3,000), and- Louisi- /
ana Land and Exploration Com-=-:

Nation-Wide Securities Co. during 1

the three months ended Aug. 31
included ‘Allied Stores Corpora- .
tion, 1,000 shares; Burlington Mills «
Corporatxon, 3000 Equitable Gas ;

Company, 200; General Portland
Cement Company, 1,000;

Iowa~ -
Illinois Gas and .Elec’mc Company, :

3,000; Public Service Company of :

Indiana, Inc., 4,000; Rochester Gas -

& :Electrie Corp 3000 Seaboard ¢

~AIF- Line: Rallroad Company, 500.
“Salés of; common: stocks- included -, -
800 International Paper- Company; .

3,000, United“Aircraft’ Corporation

and 2,300 United Paramount Thea- :

tres, Inc

“Holdings of common ‘stocks at -

the close of the quarter.amounted -

t0,46.15%::0f total net assets; pre- :
ferred.stocks,.17.10%;:U.. S. "Gov-
other .

ete.,, ,

ernment . .bonds, - 17.27%;
bonds, - 16.53%), ' and cash,

2.95%.

‘Total net assets of Nation-Wide :

Securities Company on'-Aug. 31 -

In Reply to a Reader

Ajreader, réferrmg to;.the -Mu-

tual Funds column ‘of - Sept. . 13,]

questioned our spelling - of the:
The .

coined - word, “investible.”

word was used. then to designate -

thatipart of a man’s savmg= avail-

dble for securities invesinent as -

his- “investible’ surplus:-

‘The reader ‘thought " it ' mlght‘j

better be spelled, “investable” on
the grounds that the word meant
“able to pe invested.”

Two etymologists and one. lexi-~ 3

cographer have been ‘consulted,

and although one of them ques-..
tioned the present indiscriminate ;
practice of minting new words, all -
agreed that if- words are to- be .
coined, it should be done on his- -

torical pr1nc1ples

With this in “mind, “your col-‘.
umnist- wishes _to pomt out- that .
is the .
In .
further support. of  our. way. of.
'spelling “investible,” it. is noted |

the root of “investible”
Latin infinitive, “investire.”

v

that .one. unhappy word coinage, .
now" rarely used,.is ‘‘investitor,” :

meaning -an -investor.!

o

Unu ABBETT & cn

New York Chicago

American Business
Shares, Inc.

Prospectus upon request

Lorp, ABBeTT & CoO.

Atlanta

Los Angeles

INCORPORATED

BOSTON

EATON & HOWARD -
STOCK FUND

e

333 Montgome:-r}:Stree‘tv ;
* SAN ' FRANCISCO

|t|zed for FRASER

- We _shall ;
BEL -l
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» amounted to $17,997,207, the high-:

r = ““est ‘levelfor 'the" end of -any re-

- porting perlod ‘the company an-
* nounced .in---connection ' with " a
7 quarterly statement released to
stockholders.

DELAWARE Fund in the week
ended -Sept;* 28,1951 reduced: ‘its
. holdings 1y petroleum stocks. and-
. added - te: its: -position in . Canada*’
; Dry- Ginger -Ale, United Aircraft,
General Foods and General Amer-
1can Transportatmn The - Fund
" also contiriued to switch from In-
_‘ternational Hydro - Electric Sys-
. tem “A” stock to its preferred.
. The reductions were made in
. Standard Oil of Ohio, Phillips,
Contmental Gulf and Rlchﬁeld

' "The Chaxrman of the Fund said
the ,decrease in oil holdings was

largely demded upon by* observmg:

the-ease by which world oil pro-
duction was increased to take care
of the. gap left by the shutting
down of the Abadan refinery.

He noted that the reduction in

‘“oils left the' Fund’s holdings of

rail stocks .as the Jlargest single
“industry ‘in its list. “We believe
this attxtude to be justified,” he
said,”““despite ‘the “rather Jlanguid
action of the rails in the summer
stock market, because ' we feel
there . are constructive factors
present in the rail outlook which
have not been fully evaluated in
the market prices.”

AN. UNREALIZED investment
appreciation of $900,000, gained
during the fiscal year ending

Aug. 31, 1951, was reported by.

Current Mutual Funds. Literature

; ' Headlines for 1975-_The latest Parker Corporation letter projects
into the future the trends of the last 25 years. The reader discovers
that, as an individual he can probably do nothing to halt or returd
the nation’s direction, but that he can ‘arrange his financial affairs
to obtain more protection against the changes that lie ahead. For
copies, write Parker Corporatlon 200 Berkely. Street, Boston, 16,

Massachusetts.

! Brevxts——Vancc Sanders’ regular letter explains'its Cumulative In-
vestment Program, including the compounding of ‘dividends, and

lists additional ser vices.

Available from Vance, Sanders & Com-
pany, 111 Devonshire Street, Boston, Mass, ;

Should a Banker Recommend Mutual Funds? ' An excellent 24 page
P booklet which d1scusses mutual funds from the bankers’ point of

I

~ view, answering ‘the questions he is most apt'to ask. Coples avail-
able from Axe Securities, 730 Flfth Avenue New.York 19, N. Y.

- What Do  You Want Your Dollars to Do? The current issue of Key-~
stone’s “Keynotes” discusses the three major investment purposes
and indicates the principal characteristics of Keystone’s 10 funds
and how they can help meet the individual investor’s investment
objective. Copies from Ke,ystone Companv 50 Congress Street

; Boston 9, Mass.

. Electronics—Its Importance to You—Televlslon Electromcs has re-

- leased an attractive. folder discussing the vitality 'of one of Ameri-,
-+ cals fastest growing industries. Copies from: Televrsmn—Electronlcs'

Fund, 135 South LaSalle Street Chicago 3, IIl."
“Keepmg Up,” regular letter of’ Televrsmn Electromes Fund covers

<in its latest issue the fund’s listing ‘on" the ‘Amsterdam’ Exchange'

sidelights on-¢oast to’coast televiswn, the’ p0551b111ty of a coast-
to-coast. color- television by next: New Year’s day. Copies- from
" Television- Electronics I‘und 135 South LaSalle Street, Chicago 3,

Illinois.

" Ultrasonics—A New Tool for Industry. This “industry briefing” for
dealérs explains quite 51mply the bare bones and possibilities of
ultrasonics. *Available from Growth Compames, Inc., 725 Wither-

spoon Building, Philadelphia 7;

Pa.

. An Analysis of the Harvard Endowment Fund—The annual report
of the Harvard Endowment Fund is eagerly awaited by business-
men, bankers, treasurers of funds, trustees, lawyers, who are all
interested in how the Treasurer of Harvard invests the oldest and
largest educational endowment fund in the country. Putnam Fund,
as it has done for the past seven years, just prepared an excellent
report on the Harvard Fund’s investment activities during “The
Year Since Korea.” In the hands of investment dealers, this special
Putnam report should be an excellent device for gaining an in-

terview with a busy prospect.

Putnam Fund will send a copy of

P the ¢émplete digest to anyone who’s interested. Write The George
Putnam Fund, 50 State Street, Boston, Mass.

THE LOW
~ PRICED
STOCK FUND

: OF
GROUP SECURITIES, INC,

Anidii. )

0D

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

Juuitation...

~Write for compléte, impartial
information about any pub-
licly offered Mutual Funds.

" Our service covers all typés
of Investment Company
shares to meet the special
needs or both institutional
and private investors. Ad-
dress the Manager, Mutual
Funds Department.

KIDDER, PEABODY & CO.

- Founded 1865

Members New York Stock and
Curb Exchanges

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

MUrray Hill 2-7190

Texas Fund'in its annual report
released today.

The fund had total net assets of
$5,039,803 on' Aug. ‘30, 1951, com-
pared ‘with $2,409, 928" a year ago.

The management reported,
“Early in our fiscal year we felt
strongly that during a period of
inflation and ‘rising prices the
regulated utility companies were
less likely to- fully share in a’
broad price advance than natural
resources compames and. chemi-
cals.

-“Aceordingly,” -the fund noted,
“cash was invested to. a greater
extent - than - previously in the
natural gas and oil group and in
the chemicals, the total holdings
of which rose from 34% to 45.6%
while the regulated utilities de-
clined in portfolio holdings from
44% to 32.4%. This shift in in-
'vestment emphasis proved clearly
advantageous o

Only six companies were added
to the fund’s holdings during the
past year. They.were American
Republics, Pure Oil, Mathieson

Cheémical, Robin Haas, River’

Brand Rice and Welex Jet Serv-
ices.

Industrial ‘growth, the fund
states, continues at a high rate in
the Southwest It said defense-
stimulated additions to ' industry
are speeding up this rate, though

they constitute only one of the-

many elements responsible for the

- area’s’ prospects in 1951-52.

COMBINED net assets of the ten
Keystone * Custodian Funds on
Aug. 31, 1951, were "$214,026,300,

- accordmg to the annual report of

Keystone Fund K1. This compares
with $215,193,200 on the corre-
sponding date last year.

Net assets of the Income Pre-
ferred ‘Stock Fund K1 were $37,-
679,804 at the close of August,
amountmg to $17.18 .per share
This is after.a special distribution
‘of 7 cents a share from net, capital
gains ‘on Aug." 15 and compares
with $16.44 a share on Aug. 31 of

last year, when net assets totaled’
- $38,872,595. . There . were 2,192,569

shares outstandmg at the close of
the 1951 fiscal year and 2,364,403
shares on Aug. 31, 1950.

HARRY L. SEBEL, Midwest Vice-
President of Hugh W. Long & Co.,
is one of an outstanding panel of
lecturers who have been engaged
to discuss financial planning, in-
vestments wills, and other aspects
of money management at the
Women’s Finance Forum in St.
Paul, Minn.

The lectures will be sponsored
by the American National Bank
of St. Paul.

Mr. Sebel will speak, Nov. 5,
on “Investing "in Securities and
Investment Companies.”

JANE K. LYONS, President. of
the Womens' Club of The New
York . Life. Insurance Company,
announced that, preceding the
fashion show . at  a luncheon
meeting of 1,000 members of the
club, to be held at Iceland Res-
taurant on Oct. 6, Mr. Morris M.
Townsend, former United States
Treasury ofﬁclal and now Execu-
tive Vice-President of Axe Secu-
rities- Corporation, will speak on

“How to Become a . Successful-

Investor.” Miss Nancy Dillon, of

the Mutual Fund Advisory De-»

partment of W, E. Hutton & Com-
pany, will introduce Mr. Towns-
end. i @ g
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Securities Salesman’s Corner

By JOHN

“Samson was a piker, he only
‘killed 1,000 men with the jaw-
‘bone of an ass. Every hour in
the day, 10,000 sales are killed
with the same weapon.”

While I was waiting to see a
busy executive the other day I
saw the above on his office wall.
Possibly  some of you may have
seen it before, but it hit me so
hard I made a copy for myself;
and although I am sure that of all
people I certainly don’t need such
a remmder, I am going to carry
it around in my little pocket note-
book just for luck. I am also cer-
tain that none .of the readers of
this column need such a reminder.
Especially those of us who have
been selling for many years. Now
hurry up and get out your pencil
and write it down like I did—
then don’t tell anyope but look at
it ‘every morning just as I have
been doing, We don’t need any re-
minders oun this subject. Just read

-it for a chuckle or two.

I don’t know whether or not I
am right about it, but it seems to
me that the reason most salesmen
talk too much is that they want to
show off what they know. Pos-
sibly it is an inferiority complex
that drives a man on to talk and
talk, until his prospect is -too
bored to care any more, and just.
wishes that he could turn off the
gas and get rid of his talkative
annoyer as soon as possible, The
other day a nice appearing and
very pleasant young fellow -was
calling upon a friend of mine who
owns quite a large motel apart-
ment. My friend had written to
the company to inquire about a
new chemical floor cleaner that
they had advertised. The sales-
man ‘had the sale made three
times. In fact it was in the bag
as soon as he made the first dem-
onstration. But did he stop there?
No! He pulled out his book of
testimonials, he told how the stuff
was made, how it took soap film
off the floor, how it worked for
so and so, and that he had a big
order pending from such and such,
Every time my friend opened his
mouth to say how much is it, or
T'll take a gallon, he kept on. He
went into the history of chemistry
as it applied to detergents. The
Lord knows, the salesmanager
who gave him all those books to
read before he sent this fellow
out to sell did him no favor at all.
He should have just handed him
a rag and a bottle and a price
list.

Finally, the motel man was able
to get three words in edgewise and
he said, “I'll take some!” Before
the salesman was able to go into
another long harangue about some
of his other products the interview
was firmly closed. Less talk and
more questions on the part of the
salesman would have made the
sale, andjalso would have enabled
him to discuss some of the other
cleaning problems that needed at-
tention. He would also have been
much less 1rr1tatmg to his cus-
tomer, -

I know another salesman who

- knows a-great deal about his line

of business, which is life insur-
ance. I asked another friend about

_him one day, and this was the
. answer, “Oh, he’s one of the best

posted life insurance men in

“town, but he isn’t much of a sales-

man.” I later found out why. He
had the knowledge of his subject
all right. He tried to teach it—
not sell it,

People aren’t interested in what

-you know-—they are interested in

what they know, Time and again I
have seen men sit down and argue
in a- friendly social atmesphere
about some controversial subject.
You know what happens. No one

_convinces. anyone ‘else. Isn’t ‘the

reason because every one is more

DUTTON

interested in what they have to
say than in listening to the other:
fellow? Don’t we talk because we
want to be noticed-—or' liked—'
or admired for our knowledge"
But isn’t it the other fellow who'
wants to be admired and liked
just as we do?

I believe that if people think'

you know how to help them invest’
their money safely it will be be-

:cause they are convinced that:

first of all, you have their interest-
at heart, They will discover this
from your attitude, and from your
ability to ask questxons so that
you can. understand their needs’
and basic desires. You do this by
probing, by asking questions in a
friendly manner. Your knowledge
will assert itself automaticaliy in
the methods you suggest for im-
proving their investment position.
Years ago I heard an old saying'
that many of you will also:re-
member. It went: “The things you'
do speak 50 loud I can’t hear whati
you say:” :

N. Y. Sik. Exch F|rm
Admits New Pariner
0f Old Wall St. Family

Stephen Baker Finch, youngest
of Henry L. Finch’s four sons, was
admitted as a-general partner in
the New York Stock Exchange
firm of Finch, )

Wilson & Co.,

120 Broadway,

New York

City, on Octo-

ber 1st. Young

Mr. Finch
comes of a

line of Wall"
Street men

which = dates

back to his

grandfather,

the late Ste-

phen Baker,

longtime pres-

ident and

chairman of

the Board of the Bank of Man-
hattan, this city,

Stephen Baker Finch was born
in New York June 9, 1923 and
after attending Buckley School,, sf
this city, graduated from Phillip,
Andover Academy in 1940 and
from Yale University, class of
1944, In World War 1I, Mr, Finch:
served as a sergeant in the 76th
Infantry overseas.

The firm of Finch, Wilson &
Co. was established Feb 29, 1916)
as Finch & Tarbell and besides
Henry L. Finch, senior member,
the partnership now includes,
Louis A. Talmadge, Howard L.
Valentine, and the latest addition,
Stephen Baker Finch.

's:eph‘en B. Finch

Grafstrom-Bennett Co.

BROOKLYN, N. Y—R. W.
Grafstrom and J. J. Bénnett have
formed Grastrom-Bennett & Co.
with offices at 316 Flatbush Ave-
nue to engage in the securmes
business.

E. L. Ragland Opens ‘

JACKSON, Miss.—Evan L. Rag-
land is engaging in the securities
business - from offices at 1664
Laurel Street. ‘

Stanford Secs. Corp.

CHICAGO, Ill. — Stanford - Se=
curities Corp. has been formed
with offices at 141 West Jackson
Boulevard to engage in the se-
curities business. Officers are K. J.*
Stanford, . President .and E. H.
Stanford, Secretary-Treasurer,
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" behavior,
-respond to an unbusinesslike
‘ proposition, although by beating
‘ the drums and waving. the flag a
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Burning Down the House

burden for interest charges.. By
artificially  depressing ' interest
rates it is possible to increase the
public debt greatly without a
corresponding rise of taxes for
interest. And, by borrowing
on these deceptive terms, to
pay a substantial part of the
government’s expenses - i nstead
of levying taxes, government

- is able to pose as a great humani-

tarian benefactor of the. people,
doing many wonderful things for
them; at a very little cost.

The cheap money policy is a

- wiolation of the ordinary prin-

ciples of business and human
The citizens- do not

certain amount of cheap money
paper can be unloaded on them.
It is possible to sell such paper

by an appeal to patriotism, but

we can’t make it stay “sold.” For

" example, to June 30, 1950, more

than 896 million “E” bonds of the
%25 denomination had been sold,
and more ‘than 605 million ' of
them had been redeemed,

* Bank Credit: Fouritainhead of
Inflation

Since -the people will not buy

_and hold low-interest bonds as an -

investment, the one market- that
cannot refuse them—the banks—
has to take the balance. The re-
sult is an expansion of bank credit
which is the fountainhead of in-
flation. And inflation costs the
people far more than the cost or
burden of the taxes that would
have been required to establish
such debt as had to be issued on a
sound investment basis. This can
ber demonstrated from the expe-
rience of the war years 1941-1946,
dn this period total Federal ex-
penditures, expressed in current
dollars, were $382 billion. In the
same period, total interest charges
‘were -$15 billion. If there had
been no inflation from 1939 on-
ward, theitotal Federal spending
for the same' goods and services,
ia terms of the'1939 dollar, 'would
have been $279 billion. Thus, the
inflation cost us $103 billion over
the six years. 'If interest rates
bad been high enough to induce
the people to buy, out of current
income and savings, such bonds as
were necessary, there would have
been no inflation, or at most only
a little, by comparison. The total
interest cost would have been
more than $15 billion, but even
&0 it would have been much less
i dollars than the inflation cost,
The cheap money policy seemed,
at the time, to be smart politics,
but it was dumb economics. It
was burning .the house to keep
warm. -

Another case is the failure, or
inability, of the Congress to con-
trol the ‘spending. Even before
the Korean war began there had
been a big increase in the ‘budget
f£rom the low point of $33 billion
in 1948. When the Korean inci-
dent made it ‘evident that large

"defense spending was ahead, the

©bvious and natural step would
Yave been to reduce nonessential
spending to the bone, and to ex-

- amine carefully all military and

:ﬁog'eign-aid requests to make cer-
tain that these sections of 'the
-‘budget were realistic. This has
xnot been done. On the contrary,
the country has been flooded with
propaganda to show that no re-
ductions are possible and the

-President has accused the econo-
‘yuizers of using “butterfly statis-

tics.” In consequence, we are to
Jbave budgets for 1953 and 1954

+ that will be close to the maximum

spending of the last war,

gitized for FRASER
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To Keep Warm

Heavy Deficit Financing Ahead

It is this budget: prospect for
1953 ‘and 1954 that has provided
Congress with an excuse for scut-
tling pay-as-we-go. The Admin-
istration has never: given the idea
more than luke-warm lip service.
The- rug has been pulled from
under pay-as-we-go in face of the
indisputable fact that a resump-
tion of large scale deficit spending
will mean a renewal of the in-
flationary movement, We know
from hard experience that infla-
tion will cost more than taxes,
now and for a long time hereafter.
The unwillingness . to levy the
taxes necessary to pay the bill
and the apparent readiness to ex-
pose the people from here on to
the inequities of more inflation is
another case of burning down the
house‘to keep warm.

The ‘chief reason advanced, by
members of Congress for not
doing an adequate job of revising
and extending taxes was that this
would wreck' the economy.

-Despite our own efforts, which I

admit were more feeble than they
might have been, and despite the
advice of the Council of Economic
Advisers, the fallacy has persisted
that it would wreck the economy
to levy more taxes than are pro-
vided in the pending tax bills.
But the damage, if any, to the
economy ‘is in the amount of our
total product that government is
taking for defense purposes,

This is happening, and it will
happen, anyway. It cannot 'be
evaded or postponed, for both the
government and the people must
be supported out of current prod-
uct. If government takes a large
proportion, there will be an ab-
normal inroad on standards of
living. Whether we can really
afford this inroad or not depends
on what we have left to live on.
If ‘it will keep soul and body
together we can afford it, pro-
vided the cause for which we
shall have given up all else is
one in which we believe strongly
enough to mdke the sacrifice,

Two points often overlooked
must be noted here. ‘The first is
that if the goods and services are
taken, as they will be, no harm
can come from taking enough of
our incomes to pay for them. If
the income is not taken—if gov-
ernment -creates its own -buying
power by inflating credit—then
the excess of money over goods
will  simply be used to bid up
prices, and this is the evidence of
inflation that is most impressive
to the people. Where there is no
excess of money over goods, a
general price rise is most un-
likely, :

The second point is that we can
supply government with what it
needs, and also provide enough
for ourselves, if we can maintain
and expand production. Certainly
we need not now contemplate or
fear the dread spectre of a starva-
tion diet, rags and tatters, roof-

lgss houses, and the other priva--
tions typical of the siege of Paris

in 1871. Some things we must
give up, but the overall effect of
the defense effort on living
standards will be mitigated to the
extent that more goods and serv-
ices are produced. And in so far
as production is increased, there
will be more private income and
hence it will be even less burden-
some to pay whatever taxes are
required for pay-as-we-go than if
there were no production increase

as a counterbalance to the gov- .

ernment’s withdrawals,

Defects of Current Tax Bills

Now, let’s take a look at what
the Congress is likely to do about
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taxes in relation to what it should
have done. The new tax law will

be ‘a compromise between ' the -

House and Senate versions. Each
side "has put in some things for
trading purposes and we ‘won’t
know how the trading has gone
until we get the final draft of the
bill, There are some minor good
features in both House and Senate
versions, but I pass over these
here to deal with the major de-
fects in poth bills.

First, neither bill would provide
enough revenue for the ultimate
budget need. The evidence of
this is in the overall budget situ-
ation. We have no authoritative

current data on the total spending,

but the figures I shall use are
probably conservative. (Table I).

It now appears, from the best

information we have, that there-

will ‘be- a substantial deficit by
next June 30, regardless of the
compromise between ‘the House
and the Senate. There will be a
still larger deficit in-fiscal year
1953 wunder either bill or  any
compromise between them. The
spenders, -military and civilian,
have taken such complete control
that - Congress appears to have
adopted the advice said 't6 be
appropriate in other cases of in-
evitable force—“relax and enjoy-
it.” Some haye suggested that
the revenue needs of fiscal year
1953 can be taken care of in the
second session of the 81st Con-
gress which convenes next Jan-
uary. This would be true only if
there were a demand from the
people strong enough'- to over-
ride  the unwillingness of Con-
gress to make drastic tax increases
in a general election year. A
“grass-roots” revolution is not im-
possible, but it will take far more
effort than was expended . this
year to control spending and to
keep the budget in balance.

Condemns Reliance on
Income Taxes

A second general' criticism - of
both bills, somewhat more ap-
plicable to the House Bill than to
the Senate Bill because the former
was worse in this respect, is that
they exemplify and emphasize
the current trend toward extreme
reliance on the income taxes. In
the House ‘Bill ‘83% of the total
tax increase -was On-the income
taxes ‘while 'in' the Senate "Bill
only 74% of the increase was on
these taxes: It is little wonder

-that the Senate Finance Commit-

tee said, in its report on the bill,
that it entertained serious doubt
as to the feasibility of raising any
substantial additional amounts of
revenue from income tax sources
over and above the amount to be
raised by its bill. In other words,
even this committee recognizes
that we have about milked the in-

‘come tax cow dry,

This realization comes very
late. Extreme reliance on income
taxes has been developing ever
since 1913, and especially since
1939. In 1939, the income taxes
produced 42% of net budget re-
ceipts, but in the original budget
estimates for 1952 the proportion
from .income taxes is 83%. This

will be raised still more under
the pending tax legislation,

I will remind you of something
that many of you know which is
that for tae first 125 years of this
nation’s existence there were no
Federal income taxes except for a
few years during and atter the
Civil ‘'War. During this century
and a quarter the nation grew
rapidly in population ‘and wealth.
All of its great basic industries,
its railroad and communications
systems, 'its ' national and state

banking systems, and its farflung.

system of distribution and trade,
were all established before 1913.
While we have prospered since,
this later growth was based upon,
and made pessible by the im-
mense, solid foundation of capital,
technology, managerial and labor
skills; that had been so well laid
before we ever taxed incomes as
such. ey :
Income Tax Fallacies

Two major fallacies underlie
the current over-emphasis on in-
come taxes,. The first is the
assumption that the only need,
purpose, or function of income
after taxes is to cover the living
needs of the recipient.  Hence,. if

one person has more income’ after

tax than another, it is assumed
that part, or even all, of this ex-
cess ‘can and should : be taxed
away. This assumption disregards
a major use of income which is to
be saved and invested to expand
the nation’s capital = equipment.
It was by such saving and invest-
ment that the United States had
become, by 1913, the greatest
industrial - nation ‘in the -world.
We may be absolutely certain that
this growth would not have ac-
curred if there had prevailed,
from 1789 ‘to 1913, the kind of
income taxation that we have had
during the last 20 years. :

A second fallacy is the assump-
tion that there is both an economic
and a moral wrong in the inequal-
ity of incomes, which leads to the
conclusion that this wrong must
be corrected by the leveling proc-
ess of excessive taxation -of the
middle and higher incomes.

The Communists, to whom may
be traced the initial insistence
upon this kind of taxation, in-
tended it as a means of destroying

‘private: capitalism. - Today, many

dreamy' idealists: ‘'who are .not
Communists, believe in graduated
taxation. They are annoyed, or
sympathetically disturbed, by the
inequality of incomes. Their
remedy, which is heavily gradu-
ated taxes on incomes and inheri-
tances, would correct the diffi-
culty by an eventual leveling down

of all incomes to some dead medi- .

ocrity. The leveling process
would. accomplish the Marxian
objective of liquidating the sytem
of private capitalism and the last
state of even those with the low
incomes would be ‘much  worse
than the first. It is another case
of burning down the house to keep
warm. England has been living
on this kind of fuel for some time,
but it is about gone now. Her
Socialist leaders boast of the small
number of large incomes still re-
maining, but the- naked facts,

TABLE I -

- ?"“""'""’"' 1 4
President’s original budget
Estimated reductions

' Fiscal Year 1952 - Fiscal Year 1953
! Billio e -

T e85
§$4.3

Transfer of $3 billion from 1953 to"

1952 (indicated by C.E. Wilson)___

Budget expenditures -

Probable expenditures

*Anticipated revenue, present law.___

Deficit under persent law.
fYield of House Bill
Yield of Senate Bill
Deficit under House Bill__
. Deficit under Senate-Bill

1330
$68.4 .

‘a0 -
 $80.7 -

$77.7
$58.5-$60.9
$19.2-516.8

$7.2

$5.5
$12 - $9.6.
$13.7-311.3

$71.4
$58.5-$60.9
$12.9-$10.5
349
: $2.7
$8.0- $5.6
$10.2- $7.8

*The low figure is a Treasury estimate; the high. figure is the estimate

-of the staff of the Joint Committee: on Internal Revenue Taxaticn. v

{The passage
under its Bill.
feasible in all cases.

of time has invalidated the House. estimates of 1952 yield
These were predicated on effective dates that are not now

{Estimated ' probable budget, according to Assistant Director of the

Budget Wm. Staats.

§Assumes a 5% reduction by Congress in cverall budget.

which they have no way of con=
cealing from the people, are that
there " are - serious shortages of
goous, drastic rationing for virtu-
ally all consumption, heavy taxes
on the low incomes, and a general
substitution of despair for hope.

Income Equality Impossible.

Complete equality of incomes ig
neither possibie nor desirable, for
the Good Lord has not endowed
all of us with equal talents and
capacities. - Less inequality- than
now exists is both desirable and
possible, but only if our effort is
concentrated on raising the lower
incomes rather than on destroying
the larger incomes. Rest assured
that such destruction is not the
way to raise the low 'incomes.
Through better education and
training, and. by environmental
improvements, we  can. increase
the capacity of those with limited
talents.. Even these persons can
earn more by producing more,
and they can produce more if they
have more and better tools at their
disposal.” Therefore, capital
formation ‘is a fundamental in
the improvement of the income
capital formation is a fundamental
in the improvement of the income
and the lot of those now in-the
low income: groups. Yet the kind
of taxation which Marx: proposed
and which many after him have
unwittingly endorsed is aimed at
capital formation and at the own-
ership' of capital by those most
competent to use and manage it in
production, namely, the private
citizens of the country rather than
the government, .

A third - criticism of 'both  tax
bills is corollary to what I have
already said.  They have in large
degree neglected the. field of the
consumption taxes. Remember
that for a long time the Federal

‘Government paid its expenses and

paid off a large part of its debt
out -of ' revenues derived very
largely from consumption taxes,
including the customs and the in-
ternal excises. There was no tax
penalty on savings, and the people
were able to put aside and plow
back enough of their current in-
come to create the great prosper-
ous economy of private capitalism
which is now the object of attack
by Communists, Socialists, fellow
travelers, and the misguided ideal-"
ists who support the present de=
structive taxes on savings.

Adverse Effect of Present
Tax, System

Let us turn now to the specific
tax situation before us in order to
see more clearly why we must
reverse the current emphasis upon
income taxes and seek a greater
part of the necessary Federal rev-
enue from consumption taxes.

The corporation tax. Total tax-
able corporation profits in- 1951
are estimated now at $46,256 mil-
lion.. The Federal tax on this
income under present law is
estimated at $23,685 million, If
we assume state taxes on corpora-
tion income to be $900 million this
year, the total tax load on corpo-
ration ‘income will ‘be $24,586
million.  The Senate Bill would
increase this by another $2 billion
in a full year of operation, but
only $870 million to June 30, 1952,
The House Bill was still more se-
vere, but if we assume that the
Senate prévails as to the corpora-

“tion tax, the total tax on this

year’s income will be $25.5 billion.
Next year it will be $26.6 billion
on the same income. ' Thus there
would remain, after taxes, $20.8
billion this year and $19.7 billion
next year.

There are two uses of corporate
income after taxes—dividends and
“plow-back.”. If dividends were
to be no more than 4% of national
income, about $11 billion would
be paid out this year: Actually,
dividends should' be 5% or more
of national. income to maintain

. the historical trend. Even on the

4% basis, however, there would

. not be enough income left after
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dividends to meet the recent rate
of corporate reinvestment, which
has been around $12 bllllon annu-
ally.

And we must keep in mind that
inflation has undermined the pur~
chasing power of ‘the corporate
dollar just as it has ‘that of the
defense dollar and ‘- the civilian
consumption dollar. Businesss
should have more rather than less
of these depreciated dollars if its
capital - equipment is to be main-
tained and - expanded.. I said
-earlier that the way to protect our
standard .of living and to improve
the earning potential of our less
talented fellow citizens while let-
ting government take more of the
total product is to expand produc-
tion. But this cannot be done
unless business is permitted to
keep enough income for the pur-
pose, The Senate Finance Com-
mittee said in its report that if
the high rates in its bill were kept
for an indefinite period “expan-
sion of productive facilities may
be seriously impaired.” It there-
fore set a termination date of Dec.
31, 1953, but this does not bind a
future Congress against extension
of the date or increase of the tax.

Our own NAM conclusion re-
garding the corporation income
tax, - based on . firm conviction
rather than on the conjectural
view of the Senate Finance Com-
mittee, is that a tax load mate-
rially in excess of half of total
profits will seriously damage our
productive capacity. This will not
‘happen in one year or in two
years, for we have a lot of plant
and machinery that can be. oper-
ated till it falls apart. It will
happen, in time, unless business
is allowed to retain enough of its
income, and unless the individual
tax rates are such as to enable and
encourage individuals to supply
capital  funds to supplement the
retained earnings.

The individual income tax. The
House Bill provided a straight
12149 - increase in everybody’s
tax. The Senate Bill gives an
option—an* 11% increase of tax,
or 8% of the taxable income re-
maining after tax, whichever is
lower. The first option gives a
lesser increase of tax for the low
and middle incomes, the  second
option is -more advantageous for
the higher incomes. The division
‘point is at about $27,000 of taxable
income. The report of the Senate
Committee containsg this ' choice
bit: “In the view of your Com-
mittee, the marginal rate of about
70% provided on surtax net in-
come of $28,000 under the House
Bill will seriously impair the in-
centives of the taxpayers in this
bracket to work and- to invest.
Under your Committee’s bill, the
marginal rate at $28,000 is 67%.”
'What marvelous hair-splitting!

Source of Proposed Tax Increases

I have made a rough distribu-
tion of the tax between the tax-
able income below and above

-$10,000. Approximately $1 billion
of the Senate increase will come
“out of the taxable incomes above
“$10,000. ‘We have learned, from
,'_l‘reasury data, that if there were
a tax rate of 100% on all taxable
income of $10,000 and above, the
‘additional revenue woul d be
about $3.5 billion. And this could
be collected only once. The Sen-
ate Bill will take another billion,
s0 there would be left only $2.5
billion more to be skinned out of
the $10,000-and-over taxable -in-

comes after thig bill becomes law. -

This emphasizes the fact that any
further effort to secure a very
substantial tax increase from indi-
vidual incomes must. involve in-
creases on .the low and lower
middle incomes because there just
_is not. enough left in the higher
incomesg even if all were taken.

- At various places in its report
the Senate Committee expressed
doubt as to the possibility of get-
ting much more revenue from the
income taxes. We have long fore-
seen this, and we have stressed

the risk of grave damage to the
economy if the pressure on the
income taxes-should be .intensi-
fied. The Finance Committee
report may be construed as a hint
that some other tax method must
be used henceforth. Our regret
is that the Committee lacked
what it took to be forthright and
direct about other tax methods,
for it would obviously lead to our
recommendation as to the best,
easiest and least painful of de-
vices for expanding the revenue,
which is a broadly. based con-
sumption tax.

Excise or Consumption taxes.
Parallel ‘with the increasing em-
phasis .on the income taxes has
gone a decline of the popularity
of the excise or consumption
taxes. This is true, not only of
the relative revenue importance,
but also of the ge{leral attitude.
Some persons and groups have
gone so far as to say that there
sheuld be no excise taxes at all.
I take the exactly opposite posi-
tion, which is that there should
be much greater reliance than at
present on such taxes, with corre-
spondingly less reliance on the
income taxes,. My reasons are as
follows:

Personal Income Now Tax Free

(1) There is an immense amount
of personal income that is not
levied upon at all by the kind of
income tax we now have. Here
are the estimates for the calendar
year 1951 based on the annual
rates for the first six months:

; Billion
Total personal income
Disposable personal income

(i.e., personal income less

tax- and nontax liabili-

ties)

Personal consumption ex-
pend1tures

*Taxable income in mcome
tax returns

220.1
205.9

*Estimated by Secretary of the Treas-
ury Snyder in a statement to the Senate
Finance Cemmittee on June 28, 1951,

From ‘these estimates we see
that the income tax is levied on
only about 44% of total disposable

income. The only way to expand.

the ineome tax base would be to
lower..the personal exemptions
and deny some. of 'the deductions
such as charitable gifts and others.
This would -magnify adminis-
trative difficulties and costs for
all employers and for the Treas-
ury.

(2) The consumptmn taxes are
much more stable and dependable
in yield than the income taxes.
The reason is that income, par-
ticularly business profits, varies
much more with changes in busi-
ness conditions than does the con-
sumption expenditure of the
people. For example, the brief,
mild business ‘decline in 1949
caused a drop of almost 20% in
corporation profits below 1948.
Corporation taxes in 1949 fell off
by $2.4 billion, or almost 20%.
On the other hand, there was no
decline of excise tax yield from
1948 to 1949. k

(3) The consumptlon taxes do
not fall upon savmgs They are
paid only as income .is spent.
Every individual has, within lim-
its, an option to spend and pay
the tax or to save and pay no tax.
As I have said above, both of the
income taxes fall at very heavy
rates on savings..

Arguments Against Consumption
i Taxes

The arguments’ usually ad-

vanced against ‘consumption taxes

are easily disposed of. One argu-

‘ment is that these taxes are re-

gressive, by which it is meant that
a given amount of tax is a larger
proportion of a small than of a’
large income. Whether the article

bought is a can of beer, a lip--

stick, an electric refrigerator, or
an automobile, the tax will be a
larger part of a $3,000 income
than it would be of a $10,000 in-
come,

But this is true also of the
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price of any of these articles. Our
whole price system- has always
involved ‘taking a greater part of
a small than of a large income. in
every purchase that is made.
There is no other way to operate
a market. No one has ever pro-
posed a different way except the
Communists.. The whole modern
world, and this country in partic-
ular, has  prospered under' the
price system. At most an excise
tax would be only a small part
of the whole amount paid. Those

‘who object to excise taxes on this

ground should read again the par-
able of the mote and the beam.

It is also argued by some that
excise taxes are hidden, and
therefore bad, But many other
taxes are hidden in the same
sense, notably business taxes of
every description. In fact, the only
taxes that are really out in the
open are the individual income
taxes and the retail sales taxes.
Surely none  who use the hidden
tax argument are so naive as. to
suppose that the entire cost of
Federal, state, and local govern-
ments could or should be met by
these two taxes alone,
- My approval of excise taxes
does not extend, however, .to. the
present conglomeration of  Fed-
eral excises. They were never de-
signed as' a system. They are
selective  without logical basis,
discriminatory among both pro-
ducers and consumers, erratic as
to the rates applied. Neither the
House nor the Senate has done
anything, this time, to correct
these fundamental defects. Except
for the liquor and tobacco taxes
which have always been set apart
for  distinctive treatment and
should so continue, I would rec-
ommend that the entire Federal
excise structure be swept away
and replaced by a broadly based,
comprehensive consumption tax
levied at a uniform rate,

« Various Congressional ' leaders
have said, publicly or privately,
that it will be necessary to enter
the. consumtion tax field if we
are ‘to get substantially larger
revenues than at ‘present. Yet,
thus far, these gentlemen have
ducked the broad consumption tax.

.There is a certain ironic amuse-

ment in tracing their course if
they do go at the job .the hard
way. While it might make them
very, unpopular, they mlght begin
with the ladies. Lipstick is taxed,
stockings are not. Fur coats are
taxed, cloth coats are not. Hand-
bags are taxed, the gloves worn
on the hands that carry the hand-
bag are not. So they might pro-
ceed by naming other articles of
clothing to be added to the tax-
able list. The Kkitchen is hit
harder than the living room. The
electric refrigerator, the washing
machine, the disposal unit, the

“deep freeze, the ‘gas or electric

stove, are all taxed.

In the living room, the radio,
the light bulbs, and the television
set are taxed, but the davenport
and chairs on which people sit
while watching television or lis-
tening to radio are not taxed. And
so they might proceed to equalize
the taxes in the living room by
naming the chairs, tables, settees,
drapes, and rugs as taxable artl—

“cles. Carry this process through

and by the piecemeal method’ of
naming the additional articles to
be taxed there would eventually
be a list a hundred pages long.
But in the end they would wind
up - by naming virtually every-
thing if they really intended to
get the revenue. How much more
simple my proposal would be —
just say in -cne sentence that all
consumer goods shall be’ taxed
ynless expressly exempted, and
then go on to exempt foods and
food products.

The principal policy issue raised
by a broad consumption tax is that
of the point of levy of the tax.
The choice lies between a Fed-
eral retail sales tax and a tax im-
posed at some other point. The
most feasible other point is the

. final stage of manufacture, hence

in the NAM tax program we have

called this broad consumption tax
a manufacturer’s excise. This is
not a new term for we now have
some two dozen instances of such
a tax among the Federal excises.

NAM’s Views on Consumption
Taxes

" Each type has its' supporters
and its opponents, and each side
has made its points for the -one,
and against the other, kind of tax
During the three years or there-
abouts, that this subject has-been
under active consideration’in the
NAM taxation committee and the
Board of Directors, all of the pros
and cons have been fully explored
and thoroughly considered. Both
the committee and the Board have
concluded that, .on balance, the
tax at the final stage .of manufac-
ture, or the manufacturers’ excise,
is to be preferred. In adopting this
position it was agreed that foods
and food products should. not be
subject to the tax and that alco-
holic_ beverages and tobacco
should - continue to be taxed sep-
arately as at present. It was also
agreed that for the duration.of
the defense emergency - certain
services, such as telephone, tele-
graph, admissions, transportation
of persons, club ‘dues and initia-
tion fees, and safety box rentals
should be taxed at the same rate
as would. be levied on goods under
the new uniform tax.

Briefly, the reasons that led to
this conclusion were as follows:

(1) The retail sales tax has be-
come a special prerogative of the
states, and a major source of rev-
enue where it is- used. The 31
states that now collect sales tax
derive at least 35% of total state
revenue from it. In some states
it provides mere than 50% .of total
state tax receipts. Federal inva-
sion of the retail tax field would
be an encroachment upon a lucra-
tive state tax resource which
should be left to them. It would
be sheer folly to impair state
revenues so that more Federal aid
were necessary. This has already
happened to too -great degree.
Unless the states can support
themselves out of their own tax
revenues theéy will in time cease
to be.sovereign members of a
commonwealth and: decline to the
dependent. status. of provinces.
Socialism or communism will
never happen at the state level.
It will come, if at all, at the na-
tional level. A powerful bulwark
against national socialism is the
preservation of the sovereignty of
the "states, and -adequate, inde-
pendent sources of their own rev-
enue are essential to that preser-
vation.

(2) Administration of the man-
ufacturers’ excise tax will be
much more simple and far less
costly than the retail sales tax.
There are more than 3,000,000 re-
tail outlets in the United States,
ranging in size from the huge de-
partment stores to little “hole in
the wall” operators, Both the birth
rate and the death rate of retail
establishments are high. It would
require a horde of Treasury agents
covering the land like locusts, to
keep the register of active firms
up to date and check up on. the
tax due. In contrast, there are

‘probably not more than 200,000

final manufacturers, aside from
producers of foods and food prod-
ucts, thus involving much less
manpower and expense in collec-
tion and audit. -

(3) The present Federal excises
include more than 20 classes of
goods that are taxed at the point
of final manufacture, The admin-
istration procedures are already

established, they are.familiar to
the Treasury representatives and
to a considerable segment of the
business community. Hence, ex-
tension of these procedures would
be relatively simple.

We propose that duplication, or
pyramiding, of the tax be avoided
by collecting-the tax -only once at
the final stage of manufacture,

‘the Federal finances
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Sales of raw materials and partly
fabricated products would not be
taxable if made to other manu-
facturers-as they normally would
be. The present method of control
through exemption certificates or
the parallel system of licenses
used in Canada, would assure that
no tax would" be imposed while
the goods were m process of man-
ufacture.

(4) There is more likelihood
that the manufacturers’ excise tax
would continue ‘as a’permanent
feature of Federal taxation.'I have °
already given the reasons for
building a substantial contribu-
tion from excises into the Federal
tax structure, To build perma-
nently we must build soundly. A
uniform rate of tax on all end
products -of -manufacture’ other

than foods, liquors, and  tobacco

would be a sound-tax for it would
be free of discriminations and in-
equalities. It would be a produc—
tive tax. It would be a means of

lessening the burden of tax on the

receipt of income. It would pro-
mote the attainment of both high
level production and consumption..
It would help prevent inflation by
supplying revenue and thereby
making resort to def1c1t fmancing
unnecessary.

The excise taxes are the Un-
explored Continent of Fedéral
taxation. We should explore this
continent and make use of ‘its re-
sources, instead of slavishly culti-
vating the tax fields that are al-
1eady cropped- bare and thin.

Conclusion :

In closing, one contention that ls
certain to be advanced against a
general consumption tax must. be

.dealt with. It is that such a’'tax

is: “loaded” - against the low in=
come. groups. =

The bulk of the revenue from a
consumptlon tax will probably
come . from the  low and middle
incomes, for that -is where the
great part of the income is and
where the great part of total con~
sumption occurs, In 1951, it is es-
timated, the people will spend at
least $200 billions for consumer
goods and  services. -Obviously,
only a small part of this total will
be  spent by the relatively few
persons with sizable incomes.

But the kind of consumption tax
that I have proposed will not bur-
den unduly any particular small
income. We recommend exemp-
tion- of foods and food products.
Rent, being ‘a service, is auto=-
matically excluded as- are -other
services. All of the studies of
consumer spending that have been '«
made indicate that only about a
third of total income, even in the
income groups up to $7,500, would
be spent for goods subject to the.
uniform excise.

Furthermore, this tax does not
fall on savings, as does the in-
come tax. On the contrary, con-
sumption taxes confer a positive
benefit on those who. regardless
of the amount of income, elect to
save rather than spend.

Inflation is “loaded” agamst the
small income groups, too, for those
with small incomes cannot even
engage in such “hedging” opera=
tions as the cconomic witch doe-
tors ‘may prescribe. These little
income folks have to meet infla-
tion head on. What we all must
recognize is that no one can be
completely and permanently’ pro~
tected against inflation. We have a
clear, simple choice, that of paying
by taxatlon or by inflation. The
burden of a consumption tax, is
determined by the rate. This bur-
den is measurable and control-

lable. The toll exacted by .infla-
tion is neither measurable hor
controllable. It is no kindness, buf
a terrible unkindness, to those
with small incomes, to burn the
house to keep warm by:refusing
the support that a broadly based
excise tax system would give to
on' the .
ground that everybody would
have to pay a part of this tax.
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Tomorrow’s
Markets
Walter Whyte

Says— __J

‘l'=By WALTER WHYTE
Years ago Mark Twain
wrote, “Everybody’s talking
about the weather but no-
body’s doing anything about
it.” At least I've read some-
where that he wrote it. Today
everybody’s talking about in-
flation . . . . you {fill in the
"rest.
% *
The trouble is that every-
body’s got a definition of this
.inflation and what to do about
it. The OPS says: “Inflation
is the uncontrolled rise of
prices that happens when the
people have more money to
sspend than there are things
“to buy.” It then gives a few
examples and concludes that
“. . . the dangers of inflation
can be controlled.”
* * %

From where I sit the “con-
trols” have been only verbal
chiefly because there’s a feel-
ing in higher government
echelons that a little bit of
inflation isn’t a bad thing.
Such reasoning is on par with
the -one that a little bit of
pregnancy isn't alarming.
About the only cure the Ad-
ministration has come up with
to check or control inflation
is to increase taxes. It doesn’t
take any great research abil-
ity to figure out how much
more our armament program
has cost us between the onset
of the Kdrean crisis and to-
day. If there was any intent
to control prices it was muffed
badly by an Administration
that’s more concerned with
protecting “friends” than in
doing anything to protect the

+ economy. There’s continued
pressure on the public to buy
U. S. Government bonds. But
one can’t help but be appre-
hensive about the kind of dol-
lar that will be used to pay off
these bonds.

*

The question for a trader
and investor is what to do to
protect oneself in the clinches.
The examples seen in Ger-

E3

#* #*

- Pacific Coast
Securities

Orders Executed on
~Pacific Coast Exchanges

Schiwabachis & Co,

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

many after World War I and
in postwar France are not ap-
plicable. These countries were
debtor nation; we are today
the “world’s largest creditor
nation. '
% %
There are two mediums
available today: real estate
and common stocks.. But it’s
no secret that real estate val-
ues have mounted tremen-
dously and there’s no assur-
ance of safety in common
stocks. In both cases the ele-
ment of timing is very impor-
tant.

*

P

I won't talk about real
estate because I'm not quali-
fied. But common stocks are
something else. The - stock
lists are full of issues that
yield incomes considerably in
excess of bank or government
bond interest. But safety is
another thing. A 10% yield
pales into insignificance if the
equity dwindles. And that
possibility is always present
in any common stock pur-
chase.

* *

£ % ¥
The ideal is to sell out com-
mon stocks before a reaction
and buy back before a rally.
But recognizing the ideal and
attaining it is something com-
pletely different. I realize this

“hasn’t been much help to wor-

ried readers. I wish I knew
the answers. All I can do is
point out the pitfalls.

[The views eapressed in this
article do mot mecessarily at any
time coincide with those of the
Chronicle. They are presented as
those of the author only.]

Staats Co. fo Be
NY Exch. Members

LOS ANGELES, -Cal.— As _ of
Oct. 15 William' R. Staats & Co.
will be formed. The firm will
‘be members of the New York
Stock Exchange, Partners will be
Donald Royce, George Hepburn,
member of the New York Ex-
change; J. Earle Jardine, Jr.,
Edward C. Henshaw, Richard
W. Millar, Harry B. Brooks, Paul
V. Barnes, William S. Patterson,
John E. Jardine, J. Lester Erick-
son, Allen B. Beaumont, Chester
M. Glass, Jr., John F. Kelsey, John
S. Staats, John E.-Cameron, and
Marvin M. Roberts.

SPECIAL c ALL OPTIONS

® Per 100 Shares Plus Tax o

Celanese ....@53 Dec.
U. S. Pipe & F.@393% Dec.
So. Pacific ...@63% Nov.
So.. Railway..@55 Dec.
St. L.-San Fr..@30Y, Dec.
Bngr. & Aroos.@193% Dec.
Int’l Silver ...@61 Dec.
Beth. . Steel... @56, Nov.
Foll'bee Steel. @221/, Dec.
Imperial Ol . . @387 Dec.
Am. C. & F. pf.@75% Dec.
Magnavox 17Y, Dec.
duPont @97% Nov.
Kansas Cy. So0.@66 Dec.
No. Pacific , .. @57%; Nov. 23 325.00
- Grt. North. pf. @543 Dec. 31 387.50
Pfizer & Co...@43Y; 5mos. 375.00
Penn. RR. . ... @20 ~ 6mos, 300.00
Subject to prior sale or price change
Eaplanatory pamphlet on request

THOMAS, HAAB & BOTTS

Members Put & Calls Brokers & Dealers
%0 . Association, Inc,

31 $312.50
31 350.00
19 387.50
3 350.00
7 137.50
28 200.00
31 550.00
14 237.50
17 225.00
21 450.00
1 525.00
31 150.00
28 412.50
10 312.50

Broadway, N. Y. 4, Tel. B0 9-8470
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Development in
And the

know the final form of the tax
law any estimates as to earnings
for individual companies -or for
the chemical industry as a whole
are quite hazardous, however,

“While business is currently very

good in the chemical industry
generally, it has not been quite
as good in July and August and
so far in September as it was in
the first half of the year. This is
a result of lower levels of produc-
tion in some important chemical
consuming industries such as tex-
tiles and perhaps in part reflects
some overbuying of chemical
products last year and in the first
part of 1951, At the moment there
is evidence of a pickup in demand
for chemical products and a firm-
ing in prices of the more sensitive
chemical commodities.

It is rather difficult to general-
ize about supply and demand con-
ditions for the chemical industry.
Recently, the National Production
Authority reexamined the avail-
ability of various chemical prod-
ucts and classified principal
chemicals in very short supply,
situation.- In Class I, they listed
chemicals in very short supply
including such items as chlorine,
hydrogen peroxide, naphthalene,
phenol, phthalic anhydride, poly=-
ethylene resins, resorcinol, sulfur
and sulfuric acid and a number of
other products. In Class II, which
includes materials in approximate
balance with -demand, they list
acetylene, ammonia, benzene, cel-
lophane, ethylene glycol, formal-
dehyde, glycerin, methanol, oxy-
gene,- phosphorous, toluene and a
number -of other chemicals. - In
Group III, which are materials in
fair to good supply, are acetic
acid, caustic soda, cellulose ace-
tate, ethyl alcohol, polystyrene,
rosin, soda ash, and a number of
other basic chemicals,

There is little doubt, however,
that the supply-demand position
of the chemical industry is gen-
erally quite favorable. So far, the
impact of the rearmament pro-
gram on the chemical industry has
been relatively slight.. As produc-
tion of weapons and other war
materials increases some of the
products in Groups II and' III,
which are in fair to easy supply,
are likely to move up into Group
I.. On the other hand, as new ca-
pacity comes -into production
shortages of some items may be
relieved.

Before going on to the longer
term outlook for the chemical in-
dustry it might pay to review
briefly the recent trend in sales
and earnings. Nineteen fifty was
a very good year for the chemical
industry. Sales were about 26%
above.the level of 1949, pre-tax
earnings gained 72% and earnings
after taxes gained about 40%. This
year sales for the chemical indus-
try may increase nearly 20% com-
pared with 1950 and pre-tax earn-

"ings should gain by about the same

amount or perhaps slightly more.
On the basis of the present tax.
law I have been estimating that
earnings after taxes would hold
about level or at most be down a
few percent. However, in view of
the fact that it now seems nearly
certain ‘that we will have a fairly
substantial increase in- corporate
taxes effective against at least the
last half of this year and perhaps
earlier, earnings for the chemical
industry promise to run something
on the order of 10%, perhaps as
much as 20%, below the 1950 re-
sults. L . b f
Outlook for 1952

I think it may be worthwhile to
spend a few minutes at this point
in discussing the outlook for 1952.
I don’t pretend that I have a crys-
tal ball that will tell me what the
level of general business activity

Chemicals i
Drug Industries

may be, what new regulations may
come out of Washington, what Mr.
Stalin will do next, whether or not
we are going to have another new
tax law next year, or anything
else. A pattern does seem to~be
developing in the chemical indus-
try and this is about the way it
looks to me,

Sales in 1952 should - be up
somewhat further reflecting new
plant capacity now being built.
The gain in sales will, however,
probably be smaller than the 20%
for 1951 or the 26% for 1950. On a
preliminary  basis it would look
like a gain of about 10%. I would

expect that pre-tax profit margins”

would hold approximately steady
and that pre-tax earnings would
improve by about the same per-
centage as sales. This assumes no
deterioration in general business
and, of course, a lot of other
things. _Most particularly it as-
sumes that chemical managements
will be able to offset the higher
costs of wages, raw materials and
similar items by somewhat higher
prices and through manufacturing
efficiencies resulting from the
steady improvement in technolog-
ical know-how.,

As far as profits after taxes are

concerned I would guess that they
would fall somewhere in between
the level of 1951 and the peak re-
sults achieved in 1950.
based on the assumption that there
will not be a new tax law in 1952
and that the 1951 law will be about
as proposed by the Senate Com-
mittee and retroactive to April 1
but not to Jan: 1:- -
. Even if this general pattern
proves correct over the next year
or two-the. results for the  indi-
vidual companies in the chemical
industry - will; in a number - of
cases, vary quite widely from the
average as the individual chemi-
cal companies differ materially
from one another in the kinds of
products produced, the processes
used and in other respects.

At a meeting of security ana-
lysts in Boston in June, I talked
on the outlook of the chemical in-
dustry and devoted sometime to
discussing the broadening scope
of ‘the chemical industry. New
markets are available to the chem-
ical industry in synthetic textiles,
detergents, rubber, plastics and in
a number of other directions. I
also’ emphasized the fact that
many of these same industries are
getting more and more into the
ehemical industry and that the
dividing line between the chemi-
cal industry and other process in-
dustries is no longer clearly
drawn. I will not repeat these re-
marks here today as this talk was
published in the third quarter is-
sue of the “Analysts Journal” and
is available to any of you ‘who
may be interested. I consider this
trend of major importance, how-
ever.

This is -

nents, that is, primarily butane,
ethane and propane which nor-
mally amounts to less than 10% of
the gas by volume. Natural gas -
is, - of " course, mostly methané
which is used primarily as a fuel.
Processes’ have ‘been developed
and new plants are being built
to partially oxidize methane into
acetylene. Acetylene is a valuable
and versatile chemical raw ma+
terial from which can be made
vinyl compounds, acetaldehyde
and many. chlorinated hydrocar-
bons, now primarily derived from
ethylene and, of course, acryloni-
trile which is the basis for many
of our new wool-like synthetie
textiles. -

Until recently most of our aro+
matic chemicals, such as benzol,
have been produced as a by-
product of the manufacture of
coke. Now, however, capacity to
produce some 90 to 100 million
gallons of benzene and substan~
tially larger quantities of toluene
are being built. These products
will go into plastics, synthetic
rubber, latices for paints and var-
nishes and into many other items,
Xylene also produced as a co-
product with benzene and toluene
will go into phtalic anhydride,
du Pont’s new textile fiber, Da-
cron, and similar products.

A number of new petrochemi+
cals derived from liquid fractions
of petroleum are in various stages
of development and production.
These include iso-octyl alcohol
made by the Oxo Process which is
used-in plasticizers, lube oil addi+
tives and ‘other products, as well
as in napalm which has proved so
effeéctive in the Korean fighting;
The - outlook = for  the petro~
chemical industry is very brighti
I recently saw an estimate, made
by one of the authorities in the
petrochemical field, that over the
next ten years the value of petro+
chemicals produced in the United
States will grow from the present
level of about $2 billion: annuall
to $7 -billion annually. SO

In any long range prediction of
this type there are three basic as-
sumptions which,; while they may
not be expressed, are.implicit in
the reasoning process. These ass
sumptions are: (1) No all-out war
with accompanying destruction of
physical facilities. (2) No -serious
depression. (3) A reasonably fa=
vorable political environment. for-
business.  Using these same as-
sumptions I have compared other
segments of the chemical industry
with the petrochemical in an ef-
fort to arrive at some overall con-
clusions as to the growth of. the
chemical industry -as a whole over
the next ten years. Without going
into the fairly complex reasoning
involved I came to the conclusion
that if the petrochemical industry
can grow to three and a half times
its present level by 1960 the chem-
lcal industry as a whole ought to
be able to grow by a factor of two
and a half times. ;

To determine the reasonable~
ness of this estimate I studied the
past growth records of a number
of leading chemical companies-and
projected - these ' growth .“trends
into the future. A growth in sales
for the industry to two and a half

. times the present level in ten

Long-Term OQutlook

_ A brief. examination of the
petrochemical industry, a rela-
tively new and, rapidly growing
segment of the chemical industry,
may be helpful at this point. Many
of our leading chemical com-
panies and oil° companies are
busily engaged in carving out ‘a
position in this field.

Last year almost seven billion

pounds of organic chemicals were
produced from natural gas or pe-
troleum raw materials.
products had a value of nearly
$2, billion. This is. approximately
six times the quantity ‘and value

. of petrochemical products pro-

duced in 1940. Today petrochem-
icals account for close to_ one-
quarter of our entire chemical in-

dustry output. The petrochemical -

industry, with some exceptions,
uses only a relatively small frac-
tion of the natural.gas. compo-

These.

years is an increase in sales vol=
ume of 150% during that périod
which is'a rate of about 10% per
year compounded annually. Many
of the companies.in' the chemical
industry have over a long period
of years grown at a much more
rapid rate than this and.to date
there is no sign of a let-down in .
the long-term growth trend.

. Before proceeding further.in the
discussion of the outlook. of the
chemical industry it is probably
worthwhile ‘to document briefly
some of the basic conditions for
the fast historieal growth .of the
chemical industry and see-if those
reasons are still valid and appear
%ikely to persist well into the fu-
ure. . “ i oot

4 Research
" The National Research Council

periodipally prepares a directory
of the industrial research and de-
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velopment .-laboratories - -in - the-appear to be in the new: synthetic
United States. Figures compiled textiles, in plastics and. synthetic
.‘in the first part of 1950 listing the resins and in drugs and medicines.
" number of scientists and engineers Other Trapidly . growing markets
in research . in various industries are in agricultural chemicals such
- show that the chemical industry as herbicides, fungicides, .and, of
.- employs by far the largest number course, fertilizers. .The metallur-
. of - technically - trained 'personnel gical and mining industries: are
* in research, numbering about 16,- taking
© 000. Next in importance is the .chemicals both in smelting and re-
: ‘communications industry “with fining processes and also in bene-
-“moderately under 10,000, followed -ficiation of ores. Building mate-
. by ‘the petroleum and-coal prod-- rials producers are increasingly
. ucts industry with slightly over alert to-the opportunities. of im-
6,000. ; / proving their products and devel-
The "break down of the 16,000 oping new products through the
.. professionally. trained personnel ‘increased use of chemicals. The
. engaged 'in chemical - research pulp and paper industry is making
shows about 9,400 chemists, 3,500 rapid-strides in these same direc-
. engineers, 880 biologists, 216 phys- tions. : : :
icists, over 100 metallurgists and  All in all it appears as if the
. a substantial additional number markets for chemical products are

. in other classifications. . In addi- growing at a very rapid rate and -
" tion_ to the professionally trained that consuming indus.ries and the-

research . personnel - there are ultimate consumer will be recep-
" nearly 17,000 additional support- tive to the new inventions and de-
. ing personnel, making a total of. velopments of the chemical in-
" some 33,000 employed in the re- -dustry.
" search laboratories of the chemi-’
. cal industry, Vet i
i esearch by the
: chgri?cegldltlilxggigg; have 3lloeen plants costs a great deal of money
growing steadily and I would es- -and if the chemical industry is-to
fimate that the industry spent increase its sales ‘over .the next
_. about $250 million on research last ten years at a rate of about 10%

Financial Considerations
The  construction. of chemical

increasing - tonnages .of

. year.

DuPont, alone spent about
‘' $38 million.
. In addition to the direct re-
. search activities of the chemical
industry, there are large scale re-
search . . activities' conducted by
colleges and universities and .by
various government agencies. For
example, the Atomic Energy Com-~
. mission is undoubtedly -now one
of the major employers of chem-

annually, it will also have to in~
crease *its investment in plants
by about that same rate or even
higher. In my talk in June I dis-
cussed the question of plant costs
in -some detail .and some of -you
may care to refer to those remarks.

Traditionally the chemical in-
dustry  has expanded to a large
degree out of retained' earnings.
If taxes go up to a 70% maximum
rate the amount of earnings that

ists, physicists, mathemalicians. cu;" pe retained in the business
and engineers, There is close lia- ‘wjj) he diminished and also the
ison between the industrial, edu--jncentive to take the risk that is
cational and governmental labora- jnyolyed in plant expansion will
tories and a wide exchange of in- panecessarily reduced.

formation, subject, of course, t0.  Accelerated amortization provi-
national security requirements. sions are;, however, a partial off-

The problem today is that there. set; not because they permit the.

are not enough trained men com-. avoidance of taxes, -which they
ing out of the colleges and uni-. definitely do not, but because they
versities .and that the draft regu- permit the more- rapid recovery
lations apparently do mnot fully of capital which can be used over
take into account the necessity of again for - further expansion. I
a steady and increasing flow . of might venture to make this pre-
technically trained men for indus-' diction which I know reflects the
try. Industrial, educational ‘and thinking of many top executives
governmental leaders, "however, in the chemical industry. Unless
seem to be-aware of this problem. emergency amortization grants are
The necessity of keeping techno- relatively liberal the chemical in-
logically "ahead of potential ene-’ dustry will eventually be com-
mies.is very much in the. fore- pelled to slow down its program
front of. present planning. .of plant construction. Further-

There. is no evidence as-yet of ‘more, if tax rates go much higher

. any slowing down in ‘the rate of than the 70% maximum rate, and.

new product development, process- in my opinion that rate is high, it
research or general inventiveness would very definitely reduce the
of the chemical industry. If any-'future growth-of the industry and
thing, it seems to be accelerating. 0f our economy in general.
. As you all know a good many
: Markets chemical-and drug companies have
‘Chemicals go into 'everything.come into' the ‘capital markets re-
we ‘use or. consume, For some:ceritly and others are planning of-
time ' I- have ‘been trying to find ferings in the near future. Fortu-
some purchased product or serv- nately the capital markets are re-
ice that does not'contain chemi- ceptive at ‘the’ present time for
cals or- use chemicals - at ‘some ‘issues with a chemical flavor. Also
point. 1 have not been able to'the:credit of the chemical indus-
find a single one. ... .tryiis excellent, and  the larger
The chemical industry serves all: companies. especially -are able to
industries. While the dollar value obtain long-term loans ‘on- favor-
gf chemical sales ’_t% variousb' in-- able terms.: -~ °. " :
ividual industries has not been. E
reliably - reported, ‘it is ‘probably . “Raw Materials ",
safe to say that the bulk of:chem-, - .For the-most part the basic raw-
icals go into consumer goods items Materials of the chemical industry
."such’ as food, clothing, medicines, are plentiful. Such things as salt
" paints, paper; petroleum products, brine, natural gas, coal and air are
soap, ete. - Substantial amounts go available at moderate costs ‘or no

into consumer durable goods. Rel- cost in-almost. unlimited quanti--

ties.. Some other raw materials

atively - smaller ‘amounts- go ‘into s v 1
‘ notably. sulfur:and various miner-

capital goods-suchi:as: machinery,
equipment; eté; Because the them- A
ical: industry serves - all otherjns:PLy position.
dustries it is necessarily. sensitive
to changes inthe level of business industry: is well ‘integrated and

« activity: I would be inclined to controls its own' basic raw mate-’

class .~ the ' chemical: industry: as rial supplies. While the industry
somewhat more sensitive to swings faces-all sorts: of - bottlenecks I
-+ in -business- than ‘the average of :would anticipate no serious diffi-
.+ the ~consumers" goods industries, “culties for the industry in obtain-
. but' considerably -less sensitive :ing all the raw materials it needs.

than consumers durable ‘goods. in-- The ‘chemical industry ‘is especial-"

dustries sueh as household equip-- 1y capable in  developing: new

- ment, automobiles and, of course,: processes and new sources' of Taw -

much less sensitive than. capital material to solve such difficulties
goods. T as they arise. This flexibility is
“~~ -Theareas of maximum growth an important element of strength
for - the- chemical: industry would and<one of "the reasons why the

ralg"are, however, not in good ;sup=:

.For the most parf the chemical X

industry’s growth has been so per-
sistent. / ; )

«+One’of the most severe current
shortages is electrical energy, Sev-
eral chemical companies have had

.to curtail operations in the North-

west ‘because of the tight hydro
electric power situations. Many
large companies control their own
power. facilities and this is often
an important factor in the ‘study
of the individual companies.

The ‘Drug Industry

So far these remarks have been
devoted primarily to the discus-
sion: of the current. development
and prospects for the chemical in-
dustry. In general these remarks
apply equally to the drug indus-
try -with some important differ-
ences, however. ,

‘Ethical drug companies - are
usually able to develop a much
higher amount of sales for a given
investment “in ‘plant ' than the
chemical ' industry. This . results
from the fact that the drug com-

' panies are usually not as well in-
- tegrated "and buy their raw ma-
terials from the chemical -indus-"

try - or' from other industries
rather than producing these basic
materials themselves. The degree
of integration in the drug indus-
try varies quite a bit between in-
dividual companies, however. Also,
drug products sell on an ounce or
pound basis rather than on a 100
pounds or a ton basis as with most
chemicals.

Product obsolescence is much
more rapid in the drug industry
than in the chemical  industry.

The demand for a. basic chemical:

‘may continue to grow for decade
after decade but in the drug field
products ‘are frequently = super-
seded by better drugs in a rela-
tively few years.  This does not
mean that the demand for a drug
product will completely disappear
but it does mean that an unpro-
gressive research department will
result in a more rapid deteriora-
tion of competitive position for a
drug company than. it will for-a
chemical: company.

Some drug companies possess
fairly substantial: tax advantages
resulting from the size of the for-
eign sales. While a typical chem-
ical company will sell only 5% to
10% of its output abroad the typi-
cal drug company will sell from
20% to 40% abroad. Western Hem-
isphere ‘subsidiaries have substan-
tial tax advantages in that the
earnings are not subject to excess
profits taxes or to surtax, merely
to  the normal tax rate of 25%.
Some ‘companies, notably Parke,
Davis, have a substantial part of
their sales volume in Western
‘Hemisphere subsidiaries. Accord-
ingly, I would estimate that the
tax liability of the drug industry
will ‘be a smaller pércentage of
their pre-tax earnings than for the
chemical industry. This will not
be  true: equally for all com-
panies, however,

It is more difficult to apply sta-
tistical methods to forecasting the
outlook for the drug industry than
it is for the chemical industry. A
new product like Cortisone or the
newer anti - biotics which. can
quickly command large markets
is mot developed every day. It
would “seem, however, that there
is  accelerating productivity - in
drug research and as the industry
grows' in size new drug develop-
ments may come along more rap-
idly. but may have a smaller im-

‘paet-expressed as a percentage of

the: sales:'of the industry as a
swheler s+ :

‘-Outlook for Chemical and
: Drug Stocks -

“Over the last several years the

‘chemical. and drug stocks have

been among the leaders in the
market advance. : Institutional. in-
terest in the group has continued
high and in spite of relatively low
yields: chemical and drug stocks
have seemed natural holdings for
the ‘conservative™ long-term in-
vestors. . :

The proposed new tax bill has,
however, more recently dimmed
the enthusiasm of investors some-

‘will go into ‘military uses.

. before the last war.
.- words, investors are once again

what and in the last month or so
there has been a tendency towards
consolidation rather than a con-
tinuation of the market advance.

Over - the .last five years the
chemical group, as measured by
the Standard Group Index, has
done about 75% better than the
market as a whole but many in-
vestors remember the period from
1941 through 1945 when due to
high taxes and other wartime dis-
locations, the chemical’' group

-lagged rather substantially behind

the market. - Some may fear a
repetition of this over the next
several years. I believe that while
taxes will be burdensome the im-
pact of the rearmament program
will be much less severe on the
chemical and drug industry than
it was during World War II. One
important difference is that dur-
ing the last war perhaps 50% of
the industry’s efforts were de-
voted to war materials while in
the present rearmament program,
as now projected, it looks like
about 20% of the industry’s output
Ac-
cordingly, the dislocation of -the
industry’s normal commercial
business should be less severe.

I am going to anticipate one
question that I believe a number
of you may have in mind, and that
is, “Is the chemical industry going
to overexpand to a serious de-
gree?” The answer to this ques-
tion can not be entirely clearcut.
Let’s take the 50% expansion in
chlorine, for example, with a con-
comitant - substantial increase in
caustic soda capacity. I believe
that the long-term growth in the
demand for chlorinated hydro-
carbons, insecticides - and other
products using chlorine will-ab-
sorb the new chlorine output fair-

ly easily. On the other hand,-

caustic soda has been in substan-
tial oversupply as recently as 1949
and with any turn down in gen-
eral business would undoubtedly
be in oversupply again, The chem-
ical industry does not normally
operate at capacity. Usually the
industry operates at a level of 80%
to 90% - of capacity rather than
all-out the way it has been re-
cently. Also, breakeven points
for the chemical industry are low,
perhaps for a well integrated com-
pany about 50% of capacity. ~

If the demand for chemicals
turns down due to a decline in
general business there will be
some overcapacity in a number of
lines. The industry is, however,
able to quickly adjust its produc-
tion rates to consumer require-
ments  and the rapid long-term
growth in demand for chemical
products usually absorbs the ex-
cess capacity fairly quickly. The
record of the industry during the
periods of low business activity
is remarkably good and an upturn
in demand for chemicals gener-
ally precedes upturns in general
business.

If at some future date business
turns down rather sharply there
would undoubtedly be a strong
pressure to reduce corporate in-
come tax rates. The reduction in
sales-to-plant ratios to normal
historical levels and also the re-
duction-in profit margins to the
average of recent years would be
fully offset in terms of net earn-
ings after taxes for many a chemi-
cal company by a reduction in
the corporate tax rate to about
50%. ¢

Chemical and drug stocks over
the last year or so have returned
to the fairly high price-earnings
ratio that characterized the group
In, other

willing to pay something extra for
the attractive long-term growth
prospects.. When the growth actu-

/ally . does occur, as anticipated,

these relatively high price-earn-
ings ratios are justified and the
investor profits, but there have

been a number of cases where in-
vestors have paid a high price in
anticipation of further growth and
the growth for one reason or an-
other has not occurred. In such
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instances the loss to investors has
been substantial. .Accordingly, 1
believe that in selecting individua.
chemical or drug stocks emphasi:
should be placed on the reliability
of the anticipated growth. There
are some companies that on .the
basis -of their past records, their
managements, their research, the
types of products they produce
and ' their competitive positior:
seem more certain to enjoy a fa-
vorable future growth in sales anc.
earnings  than others. In othe.
words, at this stage in our econ -
omy and the market it might b
prudent to concentrate on. thos.
chemical and drug stocks wher .
the long-term growth trends seei..
most clearly defined.

McDonald & Go. Group
Offers McNeil Shares

- An underwriting group headec.
by McDonald & Company, Cleve-
land, on Oct. 2 offered 219,00,
shares of the common -stock o. .
The McNeil Machine & Engin-
eering Co. of Akron, Ohio, "at
$11.25 per share. The offering con-
sists of shares being purchased
from the four officers of the com-
pany who will retain 50.2% of the!
outstanding shares.

The company is the leading
manufacturer of tire and tub.
curing or vulcanizing presses usec
by tire manufacturers throughou
the world and is also an importa:
factor in the  field of curirg
presses for miscellaneous rubb .
goods. Its subsidiary, The Clev. -
land Crane & Engineering Co., 1 -
cated in Wickliffe, Ohio, a subu.
of Cleveland, manufactures hea s
cranes, “Cleveland Tramrail” ove -
head materials handling . equi .-
ment and “Steelweld” pre..
brakes and shears. :

Among associated underwrite ;
are: Blair, Rollins & Co.,; Hem;. -
hill, Noyes, Graham, Parsons .
Co.; Hornblower & Weeks; Me.
rill Lynch, Pierce, Fenner .
Beane; Paine, Webber, Jackson .
Curtis; Shields & Co.; Dean Wit
Eer & Co.; and Paul H. Davis &

0.

Goffin, Betz Offers
Ulirasonic Gorp. Stoc!

Coffin, Betz & Co., Philadelph
Pa., is offering 100,000 shares
common stock (par $5) of Ult..
sonic Corp. at $14.75 per sha:

Ultrasonic Corp., incorpor.
in Massachusetts on Oct. 11, 1. ..
is engaged in the developr ‘.
and manufacture of sound
erating mechanisms and proce
adapting such mechanisms to . .-
dustrial use, and in the deve:,
ment and marufacture of ¢. -
puters for navigational contrc- ..
guided missiles and of associ: .
gun-fire control equipment :
the armed services.

If all of the stock is sold, p « -
ceeds will be used to purch.
stock of the S. A. Woods Mach..
Co. on which Ultrasonic Corp. ha.
acquired options to purchase over
95% of the outstanding capita!
stock at an aggregate price -
$2,200,000 for all of the o:
standing - Woods ‘stock. If o. ;
25,000 shares are sold :. -
company intends to ap s
the proceeds either to the purck.. :
or construction of a plant hay ::!
at least 25,000 square feet of fl.
space suitable for the compa:
intended operations, in or n.
Boston, Mass., or to the purck:
of ‘the assets or stock of sc.
other manufacturing conce. ..

which owns such a plant,

A. H. Chapman Open-
(Bpecial to Tre Fuvancial, CHRONICLE)
OAKLAND, Calif.— Albert .
Chapman has opened offices : : ;
the Financial Center Building to !
engage in a securities businesr, -
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to ship hot-rolled bars to a cold finisher who turns out the cold- .

e to th 1d-finished bar
This is hardly a permanent answer to the cold-finis r
problem, Several steel users -quite _frankly told. '_I‘he Iron Age
that the hot-rolled tonnage now going to cold fxnlshe;s will un=-
doubtedly lead to a shortage of hot-rolled bars in the first quarter
of next year, y
In' the automotive industry output last week declined to
108,679 units from 128541 units in the previous we_ek.'Respon-
sible for the decline were production shutdowns which 1q’led ta%—
proximately 70,000 workers, “Ward’s ;\utomot)ve Reports n(; et:
¥ord and Mercury plants were curtailed s_harply on Friday afs 3
¥udson suspended assemblies for the entire week, Packard for
three days and Chrysler and Studebaker for two days. )
Materials shortages, attainment of tt}ird-quarter National Pro=
duction Authority authorizations and inventory programs were
blamed for the shutdowns, the agency reported. - All companies
will resume full produtcion by the latter part of this week, said
“Ward’s,” except for Packard, which will be shut down until Oct.
15 for inventory and plant rearrangement. ; ol
tober output is expected to show a 10% gain over Septem-
ber,OVSith Unitelc)l States schedules calling for 404,000 passenigr
cars and 109,000 truck completions, according to the agency. This
would represent a gain of about 49,000 units over September,
<vhen an estimated 358,000 cars and 106,500 trucks wer% ;aull'f.t
" August factory sales of motor vehicles totaled 549,708 units, a
declinegof 33% b}élow the same month in 1950, the Automobile
Manufacturers Association reports. i
In the first eight months of 1951, a total of 4,931,884 new cars,
{rucks and buses %vere turned out, the AMA said, compared with
5,275,141 units in the comparable period last year. .
Exports during August totaled 45,333 units, or an increase of
$89% above August, 1950.  Total shipments of new motor vehicles

10 foreign markets for the eight-month period reached 351,474 -

units, or 7% of the industry’s total output.

Steel Production Set to Rise Fractionally This Week

Steelmakers enter the closing quarter of the year burdened
with far more orders than they can handle expeditiously, says
“Steel,” the weekly magazine of metal working, the current week.
Arrearages from the third quarter are subst?ntlal, _and the defense
Yoad, sustained at high level, gives signs of increasing as projected
work reaches an active stage.' In the circumstances, lacking siz-
able order cancellations, there is little possibility demand-supply
balance can be achieved in the months immediately ahead.

There has been some loosening of reserve stepl supplies held
for emergency work in the fourth quarter, states this trade publica-
tion, adding, this tonnage is relatively small, however, including
structural shapes, plates and bars. Meanwhile, outright order can-
cellations to date are negligible despite government con_trol au-
thorities’ efforts to eliminate duplicate tonnage from mill order
books. Only in a few specialties, tool steel, wire rope, enameling
sheets and heavy' forgings, has any noticeable lag- appeared. In
some products, galvanized sheets for example, supply conditions
are more stringent than ever. Further, rail inquiry for 1952 is
appearing, the Pennsylvania Railroad closing bids on 100,000 tons
this week, up from- 78,000 tons in 1951.

Most steel producers, says this trade weekly, are declining
orders for shipment beyond first quarter 1952, except in the case
of defense requirements, On the latter account business is being
accepted by some interests into the ‘third quarter on a limited
scale, As a general thing the steelmakers are booking with ex-
ireme caution even for first quarter. Setting up of rolling sched-
ules under the Controlled Materials Plan is more orderly than at
the beginning of the third quarter. !

Continuing, this trade paper states that steel operations are
being pressed at above-capacity pace, last week the national ingot
rate rising 12 point to 101.5% of capacity. However, the mills are
beginning to show wear-and-tear from the prolonged period of
“high level production. Shutdowns for repairs are more frequent.
Meanwhile, steel expansion programs are being pushed to comple-
1ion as rapidly as possible. :

- 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 102.6% of capacity
for the week beginning Oct. 1, 1951, or an increase of 0.5 of a point
from a week ago.

. 'This week’s operating rate is equivalent to 2,051,000 tons of
eteel ingots and castings for the entire industry, compared to
© 402.1%, or 2,041,000 tons a week ago, and 98.39, or 1,965,000 tons a

- amonth ago. A year ago it stood at 101.29, of the old capatity and
amounted to 1,951,900 tons, .

_ Electric Output Registers Modest Gain in Past Week

The amount of electric energy distributed by the electric light
and power industry for the week ended Sept. 29, 1951, was esti-

mated at 7,101,794,000 kwh., according to the Edison Electric
Institute,

Output in the latest reporting week increased moderately
above the previous week.

The current total was 87,844,000 kwh. above that of the pre-
ceding week; 598,786,000 kwh., or 9.2% above the total output for
the week ended Sept. 30, 1950, and 1,580,556,000 kwh. in excess of
the output reported for the corresponding period two years ago.

Carlo_adings Show Mild Advance in Latest Week

Loading of revenue freight for the week ended Sept. 22, 1951, -

dotaled 864,310 cars, according to the Association of American

Railroads, representing an increase of 13,498 cars, or 1.6% above

fhe preceding week. -

The week’s. total represented a decrease of 6,219 cars, or 0.7%
- Below the corresponding week in 1950, but an increase of 202,842

cars, or 30.7% above the comparable period of 1949 when hold--

2

ings were reduced by a strike of coal miners, -

_ volume,

- at New York closed 1Y cents higher than a week ago.

-of 10% was recorded in. the previous week .from that
'8go, ‘and a decrease of 4% is shown for the four weeks ended
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‘Auto Output Slumped Further in the Latest Week .
Combined motor vehiéle production in the United States and
Canada the past week, according to “Ward’s Automotive Reports,”
dropped to 115,319 units, compared with the_preyxous ‘week’s total
of 135,015 (revised). units, and 187,030 units in:the like week
of 1950. A . . »
For the United States alone, total output dropped to an.esti-

‘mated 108,679 units from last week’s revised total of 128,541 units.
In the like week of last year output totaled 178,644 units. Canadian -

output in the week totaled 6,640 units compared with 6,474 units a
week ago, and 8,386 units a year ago.

Total output for the current week was made up of 80,639 cars:
and 28,040 trucks built in the United States and a total of 4,645
cars and 1,995 trucks built in Canada, against 4,534 cars and 1,940

trreks last week and 6,564 cars and 1,822 trucks in the comparable
1950 week. TR ;

Business Failures Register Mild Decline
Commercial and industrial failures declined slightly to 154
in the week ended Sept. 27 from.160 in the preceding week, Dun
& Bradstreet, Inc., reports. While casualties exceeded the 148
which occurred. a year ago, they dipped beiow the 181 in 1949

and were down 42% from the prewar total of 264 recorded in the |

comparable week of 1939,

Wholesale Food Price Index Scores First Rise in 7 Weeks
Marking the first upturn in seven weeks, the wholesale food

price index, compiled by Dun & Bradstreet, Inc., rose 1 cent the.

past week to stand at $6.78 as of September 25. Last week’s figure
of $6.77, the lowest in ten months, followed a steady decline lasting
for six weeks. The current index compares with $6.61 on the like
date a year ago, or a gain of 2.6%. It is still 13.8% above the pre-
Korea level of $5.96.

The index represents the sum total of the price per pound of

31 foods in general use and its chief function is to show the gen-

eral trend of food prices at the wholesale level, .

Daily Wholesale Commodity Price Index Continues
ey Upward Trend

The daily wholesale commodity price index compiled by Dun
& Bradstreet, Inc.; moved higher last week, continuing the upward
trend of the previous week. The index closed at 300.28 on Sept. 25,
comparing with 298.72 a week. previous, and with 290.08 on the
corresponding date a year ago.

Grain markets at Chicago were unsettled the past week. Early
weakness resulted from good weather reports following a forecast
of freezirig temperatures over the previous weekend which failed
to materialize. Interest centered largely in corn where prices re-
covered sharply on renewed predictions of frost in major produc-
ing areas. A large percentage of the crop has been declared safe
but there is much unmatured corn that is still vulnerable to frost
damage. Wheat was fairly steady but declined in late dealings.

Market receipts of Winter wheat were small but the move-
ment of Spring wheat at northwestern points continued in heavy
V"\wl .

Country offerings of oats were light; cash prices held firm
notwithstanding big stocks on hand and competition from Cana-
dlan' oats. Sales of grain futures on the Chicago Board of Trade
declined slightly last week to a daily average of 37,400,000 bushels,
from 38,500,000 bushels the week before, but were-considerably
above the corresponding 1950 week with a daily average of 27,-
700,000 bushels. .- "

The domestic cotton market continued strong; spot quotations
: ) Bullish
influences included reports of a strong holding movement in the
South and more active domestic and foreign price-fixing. Buying
was also stimulated by the easing of export curbs and unfavorable
weather in _the belt, Entries of cotton into the government’s 1951
lo:g.n stock increased sharply, totaling 46,442 bales for the week
brmgn_lg the total for the season through Sept. 13 to 75,223 bales:
as against entries of only 8,000 bales in the entire previous season,

Trade Volume Held Close tolLevel of Previous Week

While consumer buying in the period ended on Wednesday of
last week was generally at the level of a week ago, it was slightly
below that in the corresponding 1950 week, Dun & Bradstreet, Inc.
reports in its latest summary of trade. Consumers ‘continued to,
evidence a marked preference for soft goods. . Although volume

in home furnishings and appliances was below a year ago, the de-

mand for apparel was usually above.

Total retail volume in the period ended on Wednesday 6f last
week was estimated to be from unchanged to 4% below a year ago,

Regional estimates varied from the levels of a
following percentages: e o

New England +1 to +5; East —1 to +3; South 41 to —3:
Middle West 0 to —4; Northwest —2 to —6: ‘ :
cific Coast —3 to —7, ' - R Squthwest al,nd;Pa

The total dollar value of wholesale trade declined slightly in
the week. The volume of orders for most goods was slightly below
that in the corresponding week a year ago, although apparel was a
notable exception. While the number of buyers attending the
major wholesale centers was moderately below the previous week’s
level, it was slightly above that of a year ago. |

Department store sales on a country-wide basis, as taken from
the Federal Reserve Board’s index for the week ended Sept. 22,
1951, decreased 1% from the like period of last year. A decline

of a year
Sept. 22, 1951. For the year to date department store sal is~
tered an advance of 3%, ‘ . < -

Retail trade in New York the past week was handicapped by
warm weather and, as a consequence, registered a decline of
about 4% under the similar period a year ago.

According to Federal Reserve Board’s index, departmenf store

‘sales in New York City for the weekly period ended Sept. 22, 1951,

decreased 8% from the like period of last year. In the preceding
week a decrease of 10% (revised) was registered below the simi-
lar week of 1950. For the four weeks ended, Sept. 22, 1951, a de-
crease of 5% ‘was recorded below that of a year ago, and for the

4 year to date yolume advanced 6% from the like period pf last year.

- Colorado,

.'Blvli:; & Associates - -
- Offer Idaho Pow. Bds.

Blyth & Co., Inc.j Lazard Freres .

- & Co. and The First Boston  Cor-

poration publicly offered on Oct.
3 a new issue of $15,000,000 first
mortgage bonds of Idaho Power
Co. Bearing a 3% % interest rate
and maturing in 1981, the bonds
were priced at 101%% to yield ap-
proximately 3.17% at maturity.
The offering was oversubscribed.
The new bonds are redeemable
for sinking or improvement fund
purposes on or prior to Sept. 30,:
1952, at 101.55 and thereafter at
prices sealing down from 101.51 to
100.08. General redemption prices
range from' 104.50 to 100.15.
Proceeds from the sale will be
used to repay $14,975,000 of bank
loans borrowed previously to fi-
nance the company’s construction
program under which expendi-
tures for 1951 are estimated to be
in excess of $22,000,000. The prin-
cipal project 'is an 82,500 kilo=-
watt hydroelectric' ‘developmént
now under construction in Idaho,
which will increase the system’s
generating capability to 354,260
kilowatts. :
Capitalization of the utility giv-
ing effect to the current financing
consists of $60,000,000 of long-
term debt; 175,000 shares of 4%

- preferred stock and 900,000 shares

of common stock. .
Supplying electric service in

.parts of Idaho, Oregon an Nevada,

Idaho Power Company serves a
territory largely agricultural in .
character. Of total operating reve=
nues of $14,771,521 recorded in
the 12 months ended Dec. 31, 1950,
49% was made to residential and
farm customers; 19% to commer=
cial customers; 22%- to industrial
customers; 7% to public utilities
and 3% on miscellaneous sales.
Net income for 1950 was $3,140,«
000.

Through interconnections with
Utah Power & Light Company,
Idaho is cooperating with the so<
called northwest =~ power pook"
through joint planning and inter-
change of power. This pool in<
cludes the major - publicly and
privately owned electric utilities
in Washington, Oregon, Montana,
Utah and Idaho.

Public Serv. of Gelo.
~ 312% Bonds Cffered

- Kuhn, Loeb & Co. and asso-
ciates on Oct. 3 offer $15,000,000
of Public Service Co. of Colo-
rado first mortgage bonds, 3%
series due 1981 at 101.931% and
accrued interest, to yield 3.15%.
The group won awarded of the
bonds at competitive sale on-Oct,
2 on a bid of 101.639%. The offer-
ing was quickly oversubscribed.
 Proceeds’ from the sale of the
bonds will be added to the gen-
eral funds of the company and
will be used toward its construc=
tion program. The company esti-
mates a gross construction pro-
gram during the three years 1951«
1953, inclusive’ of $64,000,500.

Regular redemption prices of
the bonds range from 104.95%
to par. Sinking fund, redemptions
may be made at prices from 101.-
90% to par. . )

Public Service Co. of Colorado

. was incorporated in 1924 through

a merger of predecessors. It is an
operating - public utility engaged
principally in the generation, pur-

+ chase, transmission, distribution

and sale of electricity and in the
purchase, distribution and sale of
natural gas. To a minor extent the
company also is engaged in ren-
dering stead heating, bus trans-

* portation and manufactured gas

service. The company’s operai.ons .
are wholly within the State of
the principal center
being the City of Denver and im-
mediate vicinity. The’ company
serves at retail with electricity or -
gas or both an estimated popula- .

“.tion of 800,000, - .-
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Indications of Current
Business Activity

AMERICAN TRON AND STEEL INSTITUTE:

Indicated steel operations (pzrcent. of capacity)

Equivalent to—
Bteel ingots and castings (net tons)

AMERICAN PETROLEUM INSTITUTE:

Crude oil and condensate output-— daily average (bbls. oI 42

gallons each)

Sept. 22

Cryde runs to stills—daily average (bbls.) oo oo —8ept. 22

Gasoline output (bbls.)

Kerosene output (bbls.)..

Sept, 22
Sept. 22

Distillate fuel oil output (bbls.)

Residual fuel oil output (bbls,)

Sept. 22

Btocks at refineries, at bulk terminals, in transit and in pipe lines— .
Finished and unimlshed gasoline (bbls.) at

- Kerosene (bbls.) at

Sept. 22

Sept, 22

Distillate fuel oil (bbls.) at

Sept. 22

« Residual fuel oil (bbls.) at

Sept. 22

ASSOCIATION OF AMERICAN RAILROADS:
Revenue freight loaded (number of cars)

Sept. 22,

Sept. 22

Revenue freight received from connections (number of cars)

Sept, 22

CIVIL ENGINEERING CONSTEUCTION — ENGINEERING NEWS-

RECORD:
Total U. S. construction

Sept. 27

Private construction

Public’ construction

Sept. 27
sept, 27

- State and municipal

Sept. 27

Federal

COAL OUTPUT (U. 8. BUREAU OF MINES):
Bituminous coal and lignite (tons)

Sept. 22

Pennsylvanie anthracite (tons)

Sept.-22

Beehive coke (tons)

Sept, 22

DEPARTMENT STORE ‘SALES INDEX—FEDERAL RESERVE SYS-

TEM—1935-39 AVERAGE = 100

Sept. 22

EDISON ELECTRIC INSTITUTE:
Electric output (in 000 kwh.)

Sept

FAILURES (COMMERCIAL AND INDUSTRIAL)—-DUN & BRAD-

STREET, INC.

Sept.

IRON AGE COMPOSITE PRICES:
' Finished- steel (per 1b.)

Pig iron (per gross ton)

Bcerap steel (per gross ton)

METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper—
Domestic refinery at.

. 26

Export refinery at

. 26

Btraits tin (New York) at

. 26

Lead (New York) at.

. 26

Lead (St. Louis ) at

. 26

Zinc (East St. Louis) at,

.26

. 8. Govermment Bonds.

IOODY S- BOND PRICES DAILY AVERAGES: .

Average corporate

Aaa __

Aa

A

Baa

Railroad Group

Public Utilities Group

Industrials Group

NRIVN DN NN N

MOODY’S ‘BOND YIELD DALLY AVERAGES:
U. 8. Government Bonds

Average ‘corporate

Oct.

Aaa

Oct,

Aa

Oct.

A

Oct.

Baa

Oct.

Railroad Group

Public Utilities Group.

-Oct.
Oct.

Industrials Group

MOODY'S COMMODITY ‘INDEX

N RNRN NN

Oct.

Oct.

NATIONAL PAPERBOARD ASSOCIATION:
Orders received (tons)

Sept. 22

Production (tons) ____._

Percentage of activity.

Sept. 22

Unfilled orders (tons) at end of period 2

Sept. 22

AVERAGE =100

QIL, JAINT AND DRUG REPORTER PRICE INDEX — 1926-36

Sept. 22

LOT DEALERS AND SPECIALISTS ON

Number of orders.

EXCHANGE—SECURITIES EXCHANGE COMMISSION'
Qdd-lot sales by dealers (customers’ purchases)—-

Sept. 28

BTOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD-
STOCK

Sept. 15

Number of shares

Dollar value

Sept. 15

Number of orders—Customers’ total sales

Odd-lot purchases by dealers (customers’ sales)-—

Sept. 15

Sept. 15

Customers’ short sales.

Sept. 15

Customers’ other sales.

Sept. 15

Number of shares—Total sales.

Sept. 15

Customers’ short salec

Customers’ other sales

Sept. 15
Sept. 15

Dollar value

Round-lot sales by dealers—
Number of shares—Total sales.

Sept. 15

Sept. 15

Short sales

Other sales

Sept, 15

Round-lot purchases by dealers——
Number of shares

Sept. 15

1926 = 100:
All commodities

Sept.

MOLESALE PRICES, NEW SERIES — U, S, DEPT, OF - LABOR—

Sept.

Farm. products

Sept.

Grains

Livestock

Sept.

Foods

Sept.
Sept.

Meats

Sept.

All commodities other than farm and foods.

Sept.

Textile products

Sept,

Fuel and lighting materials

Sert.

Metals and metal products

Sept.

Building materials

Sept. 25

Lumber.

Sept: :

Chemicals and allied prndm-k

*Revised. iNot available.

itized for FRASER
lfraser. stlowsfed org/

Sept 25

Sept. 27 .

Latest
Week

102.6
2,051,000

6,297,950
16,550,000
21,752,000

2,393,000

9,547,000

8,358,000

113,072,000
33,529,000
95,164,000
47,644,000

864,310
693,041

$335,092,000

227,640,000
107,452,000
66,288,000
41,164,000

10,900,000
833,000
130,800

319
7,101,794

154

24.200c
27.425¢
103.000¢
17.000c
16.800¢c
17.500¢

291

463.5

155,900
214,310

90
. 475,903

149.1

35,640
1,077,194
$46,148,934

35,065

© 252
34,613
1,009,067
8,183

1,000,884
$40,475,280

295,190

fIncludes 494,006 barrels of foreign crude runs,

(1285) 41

Phe. followmg stahstlcal tabulatlons cover productlon and other figures for tlle“{
latest week or month available. Dates shown in first column are either for the {

week or month ended on that date, or, in cases of quotatlons, are as of that date'

Previous
Week

102.1 -

2,041,000

6,282,200
6,544,000
21,720,000
2,558,000
8,833,000
8,598,000

114,318,000
32,945,000
92,528,000
47,972,000

850,812 -

670,779

$232,381,000
63,843,000
168,538,000
101,345,000
67,193,000

10,860,000
784,000
#132,600

*329

7,013,950

160

24,200¢
27.425¢

103.000¢"

17.000¢
 16.800c
17.500¢

98.56
111.62
116.22
115.43
110.34
104.83
108.16
111.25
115,24

NROWWWNPNOWR
D=iswiem oL
CoJoNOROD

s
o
=
S

201,011
222,702

94
538,949

149.5

25,553
754,986
$33,031,337
24,588

166

24,422
706,004
5,840
700,164
$28,476,518

222,380
222,380

266,030

Month
Ago. ¢
98.3

1,965,000

6,220,250
6,500,000

21,592,000

2,254,000
8,761,000
8,763,000

115,934,000,
29,504,000
85,543,000
46,753,000

838,587
680,216

$257,381,000

. 160,049,000

97,332,000
68,756,000
28,576,000

10,747,000
827,000
123,000

279
7,145,609

164

24.200¢
217.425¢

103.000c .

17.000c
16.800¢c
17.500¢c

WD o=
cCoovucUon

452.7

188,010
225,800

94
516,856

1488

26,808
774,361
$35,137,547

23,728
208
23,520

660,242
7,100

653,142 .

$27,167,703
178,420
178,420

318,560

Year
Ago
101.2

1,951,990

. 5,894,050
5,982,000
19,726,000
2,355,000
7,816,000

/' 8,356,000

104,739,000
27,632,000
75,079,000
42,319,000

' 870,529
725,846

$244,811,000
130,015,000
114,796,000
104,382,000
10,414,000

11,532,000
949,000
131,600

‘32
6,503,008

148

22.500¢
24.425¢
104.000¢
16.000c
15.800¢
17.500¢

NN LN 0NN
SO NLOgNOW
COR VDN T

ES
-3
b
=~

219,191
229,731

101
700,166

137.0

30,825
946,453
$42,115,213

35,401
451
34,950
1'024,499
16,032

1,408,467
$39,598,731

344,910
344,910

293,560

BUILDING PERMIT ' VALUATION — DUN &
BRADSTREET, INC,—215 CITIES—Month
of August:

New England:
Middle Atlantic
South Atlantic
East Central
South' Central
. West Central
Mountain
Pacific

Total United States.
New York  City
Outside of New York City

BUSINESS FAILURES—DUN & BRADSTREET,
INC.—Month of August:
Manufacturing  number
Whelesale number
Retail number
Construction number

Total number __°
Manufacturing liabilities
Wholesale liabilities
Retail liabilities
Construction labilities

Total liabilities

CONSUMER PRICE INDEX FOR MODERATE
" INCOME FAMILIES IN LARGE CITIES—
1935-1939 =
All items
All foods
Cereals and ' bakery products
Meats
Dairy products
Eggs .
Fruits and’ vegetables.
Beverages
Fats and’ oils
Sugar and sweets
Clothing
" Rent
Fuel, electricity and refrigerators____
Gas and electricity
Other luels .
Ice ;
House rurmshlngs
Miscellaneous e

COTTON AND "LINTERS — DEPT, OF COM-
MERCE ~— RUNNING BALES:
Lint—Consumed month of August
In consuming establishments as of Aug. 26
In public storage as of ‘Aug. 26.___
Linters—Consumed month of Augus
In consuming establishments as of Aug. ‘26
In public storage as of -Aug. 26
Cotton spindles active as of Aug, 26

| COTTON GINNING (DEPT. OF COMMERCE):

Running bales (excl. of linters) to Sept. 16

COTTON SPINNING (DEPT, OF COMMERCE):
Spinning spindles in place on Sept. 1.__....
Spinning spindles active on Sept. 1...
Active spindle hours, (000's omitted) August
Active spindle hrs. per spindle in place August

DEPARTMENT STORE SALES—SECOND FED-
ERAL , RESERVE DISTRICT, FEDERAL

AVERAGE == 100-—Month of August;,
Sales (average -monthly), unadjusted
‘Sales  ‘(average Haily), unadjusted__..
Sales (average daily), seasonally adjusted
Stocks, ' unadjusted
Stocks, seasonally adjusted..

EMPLOYMENT AND PAYROLLS~—U. S. DEPT.
OF LABOR—REVISED SERIES—Month of
June: .

All manufacturing (production workers).._.
Durable goods —-
Nondurable goods

Employment irdexes—

All manufacturing

Payroll indexes—
All manufacturing

Estimated number of employees in manufac=
turing industries—
All manufacturing
Durable goods
Nondurable goods

FACTORY EARNINGS AND HOURS—WEEKLY
AVERAGE ESTIMATE — U. 8. DEPT, OF
LABOR—Month of August:

Earnings—
All manufacturing
Durable goods '__
Nondurable goods =
Hours—
All manufzacturing
Durable goods
Nondurable goods
Hourly earnings—
All manufacturing
Durable goods
. Nondurable goods

LIFE INSURANCE PURCHASES — INSTITUTE
OF LIFE INSURANCE — Month of August
(000's omitted):

Ordinary
Industrial
Group

Total

SELECTED INCOME ITEMS OF U. 8. CLASS I
RYS. (Interstate Commerce Commission)
~—Month of June:

Net railway operating income
Other income
Total income
Miscellaneous deduction, from income
Income available for fixed charges
Income after fixed charges....__._
Other deductions .
Net income
Depreciation (way & structures & equip
. Amortization of defense projects___
Federal income taxes
Dividend appropriations:
On common stock
On preferred stock
Ratio of income to fixed charges.__

“Revised figure.

Latest
Month

111,643,528
34,420,897
96,812,345
62,566,795
25,145,212
11,533,904
53,556,281

Previous
Month

$41,387,438  $29,215,614
77,700,220 °

64,846,220
80,544,092
57,522,360
24,420,424
11,930,748
69,392,224

i
Yeu' .
Ago

$34,639,02¢

94,483,713,
49,473,698

124,262,603
101,389,778

35,749,401

. 19,413,134

91,586,462

$437,666,400

76,505,151

361,161,249

$415,571,892
45,557,765
370,014,127

$550,997,973

37,858,802

513,139,09%

13

1,358,000

1,398,000

2,071,006

100—Adjusted as of Aug. 15: .

RESEREVE “BANK GF- N. Y——]‘) 36-1939

$26,417,000

20, 755 000
3,661,915

23,184,000
20,755,000
8,786,000

468.4

13,058,000
7,412,000
5,646,000

159.4

435.7 |

15,964,000
9,006,000
6,958,000

$1,467,000
424,000
274,000

'$21,088,000

767,282

$18,448,000

156, 8

798,474

1,370,446
674,909
90,460
172,186

49,746
20,871,000

23,183,000

20,871,000

9,241,000
410.8

13,004,000
7,417,000
5,587,000
#158.7
*428.8

15,873,000
8,987,000

6,886,000

$64.56
#69.21
*58.44

“40.3

41,0

%39.3
#$1.602

#1.688
#1.487

$1,472,000
420,000
327,000

20, 552 00G
2,695,265

23,805,006
21,352,000
9,384,000

12,070,000
6,598,000
5,472,000

1473
362.7
14,666,006

7,964,000
6,702,000

$1,785,00¢
414,000
341,000

$2,165,000

$63,930,048
28,065,803
91,995,851
3,638,915
88,356,936
53,374,730
3,182,432
50,192,298
37,640,189
3,375,372
42,683,026

16,943,627
2,286,343
2.53

$2,219,000

$174,936,576
15,420,737
90,357,313
3,684,107

86,673,206 -

52,391,675
3,166,298
49,225,377
36,492,608
4,315,389
48,373,380

28,161,650
8,442,500
2,

$2,540,000

$90,025,716
22,682,958
112,708,674
3,903,048
108,805,626
75,273,974
3,187,621
72,086,353
35,725,621
1,372,254
34,590,843

13,276,309
1,464,695
324
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. Securities Now in Registration

- New Registrations and Filings

Alaska-Wrangell Mills, Inc., Seattle, Wash.
Sept. 26 (letter of notification) 1,222 shares of preferred
stock (par $30) and 2,444 shares of common stock (par
$1), to be offered in units of one share of preferred and
two shares of common stock. Price—$35 per unit. Un-
derwriter—H C. Van Valkenburgh. Proceeds—To re-
habilitate mill in Alaska, Office—216 Third Avenue,
South, Seattle, Wash,

Aldens, Inc., Chicago, Il ‘

Sept. 21 (letter of notitication) $80,000 of contributions
by employees to company’s Employees’ Profit Sharing
Fund (number of participants estimated at 203 for suc-
ceeding year); eligible employees may contribute not in
excess of $500, or not less than 2% nor more than 5%
of their salaries. Office—511 So. Paulina Street, Chicago
7, 111 )

American Discount Co. of Georgia
Sept. 24 (letter of notification) 11,107 shares of com-
mon stock. (no par), of which 10,728 shares are to be of-
fered to one majority stockholder and 379 shares are to
be offered to the public, Price—$36- per share.  Under-
writer—None. Proceeds—For working capital. Address
P, O, Box 2665, Charlotte 1, N, C.

American Export Lines, Inc. (10/16)

Sept. 27 filed 123,521 shares of common. stock (par 40
cents), Price—To be supplied by amendment, Under-
writer—Union Securities Corp., New York. Proceeds—
To certain selling stockholders.

Atlantic Terminal & Warehouses, Inc.

Sept. 25 (letter of notification) $238,900 of 6% bonds.
Price—At par. Underwriter—None. Proceeds—To pay
notes. Office—629 Title Building, Baltimore 2, Md.

Bell & Gossett Co., Morton Grove, Ill.

Sept. 27 (letter of notification) 1,000 shares of common

stock (par $5). Price— At market (approximately
$26.25 per share). Underwriter—Ames, Emerich & Co.,
Inc., Chicago, Ill. Proceeds—To Clarence E. Pullum,
Vice-President, who is the selling stockholder.

Blackwood & Nichols Co., Oklahoma City, Okla.,
and Davidson, Hartz, Hyde & Dewey, Inc.,
Madison, N. J.

Sept. 27 filed $2,000,000 of contributions in oil property
interests (1952 fund) in amounts of $15,000 or more.
Underwriter—None, Proceeds—To acquire and develop
oil property,

Celanese Corp. of America (10/18)
Oct. 2 filed $50,000,000 of 25-year sinking fund deben-
tures due Oct. 2, 1976. Price—To be supplied by amend-
ment. Underwriter—Dillon, Read & Co., Inc., New York.
Proceeds—To redeem $19,750,000 of notes and for gen-
eral corporate purposes. ’ :

Coca-Cola Bottling Co. of St. Louis
Sept. 26 (letter of notification) 2,500 shares of common
stock (par $1). Price—At the market (approximately $30
per share). Underwriter—G. H. Walker & Co. and Wm,
F. Dowdall & Co., both of St. Louis, Mo. Proceeds—To
Willard Cox, the selling stockholder. Office—2950 No.
Market St., St. Louis, Mo.

.. Consolidated Engineering Corp., Pasadena, Calif.
Sept. 20 (letter of notification) 230 shares of common
stock (par $1). Price—$27.25 per share. Underwriter-—
None. Proceeds—To Alfred J. Proffitt, who has been
issued these securities pursuant to an option agreement
between him and the company. Office—300 North Sierra
Madre Villa, Pasadena 8, Calif.

Deardorf Oil Corp., Oklahoma City, Okla.
Sept. 24 (letter of notification) 175,000 shares of common
stock (par 10 cents). Price—40 cents per share, Under-
writer—None. Proceeds—For operating expenses. Of-
fice—219 Fidelity Building, Oklahoma City, Okla.

Family. Finance Corp., Wilmington, Del.
Sept. 24 (letter of notification) 10,520 shares of common
stock (par $1) to be issued in.exchange for common
stock of National Finance Corp. at rate of five-sevenths
of a share of Family Finance stock for each National
share. Underwriter—None. Office—200 West Ninth St.,
‘Wilmington 43, Del.

Fidelity Electric Co., Inc., Lancaster, Pa.
Sept. 26 (letter of notification) 2,000 shares of common
stock (par $1). Price—At market (approximately $3.50
-per share). Underwriter—-Dunne & Co., New York. Pro-
;:lzcl:g:r— To J. D. Cleland, President, the selling stock-

Cuicaco
CLEVELAND

New York - Bosrton
PHiLADELPHIA

PitTssurcH
San Francisco

Private Wires to all offices

Q

General Acceptance Corp., Allentown, Pa. -
Sept. 28 filed $5,000,000 ‘10-year 3%2% sinking fund de-
pentures due Oct. 1, 1961, Price — To be supplied by
amendment. Underwriter — Paine, Webber, Jackson &
Curtis, New York. Proceeds — To prepay senior notes-
and other borrowings and for general corporate pur-
poses. .

Glen-Gery Shale Brick Corp., Reading,.Pa..,
(10/23) ! i :
Sept. 28 filed $2,000,000 - first mortgage bonds, 5% %
series, due 1971, with detachable warrants for pgchase
of common stock attached. Price — To be supplied by,
amendment. Underwriters — Lee Higginson Corp. and
P. W. Brooks & Co., Inc., both of New York, and War-
ren W. York & Co., Allentown, Pa. Proceeds—To re-
deem $831,400 bonds and repay $500,000 bank loans and

for expansion program. .

Gulf Bitulithic Co., Houston, Tex.

Sept. 27 (letter of notification) 4,850 shares of common
stock (no par). Price—$10 per share. Undex_'wrlter—-
None. Proceeds — To reduce bank loans. Office—2820
Polk St., P. O. Box 2572, Houston, Tex. i

‘Hibbard, Spencer, Bartlett & Co. -
Sept. 25 (letter of notification) 2,000 shares of capital
stock (par $25). Price—At market. Underwriter—A. G.
Becker & Co. Inc., Chicago, Ill.. Proceeds — To Frank

-Hibbard, the selling stockholder. - Office—2201 Howard

St., Evanston, IlL

Income Estates of America, Inc.
Sept. 27 filed $2,500,000 of Dominion Plan, series TS,
quarterly investment plans. Underwriter—T, I, S. Man-
agement Corp., New York. Proceeds—To be invested in
shares of Trusteed Industry Shares, an open-end com-
mon stock investment fund.

Independent Exploration Co., Bakersfield, Calif.
Sept. 24 (letter of notification) an undetermined num-
ber of shares of common stock (par 33% cents) suffi-
cient to raise $100,000. Price—At market (approximately
$10.87% and $10.25 per share). Underwriter—None. Pro-

_ceeds—To L. W. Saunders, J. L. Milburn and L. B, Sea-

man, directors of the company. Office—531 California
Ave., Bakersfield, Calif.

Montana Hardwood Co., Inc., Missoula, Mont.
Sept. 26 (letter of notifictaion) 2,970 shares of 6% re-
deemable preferred stock (par $100) and 2,970 shares of
common stock (par $1) to be offered in units of one
preferred and one common share. Price—$101. per unit.
Underwriter—None. Proceeds — To purchase land and
erect plant. Office—123 West Main St., Missoula, Mont.

National Motor Bearing Co., Inc.
‘Sept. 26 (letter of notification). 3,200. shares of common
stock (par $1). Price—$31.25 per. share, Underwriter—
Blyth & Co., Inc., Los Angeles, Calif. Proceeds—To Lloyd
A, Johnson, President, who is the selling stockholder:

National Sales Council of California

Sept. 28 (letter of notification) 7,500 shares of common
stock. Price—At par. ($10 per share). Underwriter—
None. Proceeds—To develop, promote and manufacture
milk flavoring. Additional Filing—7,500. shares also to
be issued ' in exchange for promotional services of its
officers and in-exchange for certain franchises. Office—
1301 No. Catalina Street, Los Angeles, Calif, -

New Hampshire Business & Development Corp.
Sept. 24 (letter of notification) ;1,000 shares of com-
mon stock (no par)., Price—$100 per share. . Under-
writer—None. Proceeds—For working capital.  Office—
14 Park Street, Concord, N, H, @

Ohio Power Co. (10/30)
Sept. 28 filed $15,000,000 of first mortgage bonds due

1981 and $7,000,000 of serial notes to mature annually on

Oct. 1 as follows: $250,000 annually in 1955 and 1956;
$500,000 annually 1957 through .1960; and $750,000 an-
nually 1961 through 1966. = Underwriters—To be deter-
mined by competitive bidding. Probable bidders: Halsey,
Stuart & Co. Inc.; Morgan Stanley & Co.; The First
Boston Corp.; Glore, Forgan & Co.; White Weld & Co.
and Union Securities Corp, (jointly); Harriman Ripley
& Cc. and Stone & Webster Securities Corp. (jointly);
Equitable Securities Corp.; Kuhn, Loeb & Co.. Proceeds
—From sale of bonds and notes {(together with $8,000,-
000 from sale of 1,700,000 shares of common -stock: to
American ‘Gas & Electric. Co.) to retire $14,000,000 bank
loans and for new construction, Bids—To be received up
to 11 a.m. (EST) on Oct. 30 at 30 Church Street, New
York 8, N, Y. :

Overseas Merchants Corp. . )
Oct. 1 (letter of notification) 10 shares of common stock
(no par). Price—$1,750. per share. Underwriter—E. M.
Warburg & Co., Inc.,, New York. Proceeds—To Eric M.

. Warburg, . a-:director, . who. is the selling stockholder.
. Office—52 William St., New York, ' .

Parking,-Inc., Boise, Ida. -
Sept. 24 (letter of notification) 12,500 shares of common
stock and $25,000 of 5% debenture nrotes.' Price—At par
($10 per share) for stock and notes in units of $500 each.
Underwriter—None. .Proceeds—To- erect parking facil-
ity. Office—1002 Warm Springs Avenue, Boise, Idaho. °

Prugh :Petroleum. Co., Tulsa, Okla. P g g
Sept. 25 (letter of notification) 60,000 shares of common
stock. Price—$5 per share, Underwriter—Prugh, Com-

best & Land, Inc., Kansas City, Mo. Proceeds—To de~

velop properties and retire indebtedness,
‘Kennedy Building, Tulsa 3, Okla.

Office—907

% REVISIONS THIS WEEK
© INDICATES ADDITIONS

Seaboard Finance Co., Los Angeles, Calif.

Sept. 24 (letter of notification) 1,)00 memberships in the
Savings and Profit Sharing Plan, each member to con-
tribute not more than $250 per year. Office—945-So,
Flower Street, Los Angeles 15, Calif. 3

Silver Buckle Mining Co., Wallace, Ida. ;
Sept. 25 (letter of notification) 290,000 shares of com-
mon stock (par 10 cents). Price—327%%.cents per share:
Underwriter—Standard Securitizs Corp) Spokane, Wash.,
and Kellogg, Idaho. Proceeds — To six selling stpck-
holders. Address—Box 469, Wallace, Idaho. .

Sonic Research Corp., Boston, Mass. el
Sept. 25 (letter of notification) 9,000 shayes of common
stock. Price — At par -($20 per share). i
None. Proceeds—For working capital.
don St., Boston, Mass.

Specialized Products Corp., Birmingham, Ala.-
Sept. 26 (letter of notification) 50,000 shares-of common
stock Price—$1.per share, Underwriter—Carlson & Co.,
Birmingham,' Ala. Proceeds—For operating capital and
advertising costs. Office—2807 -Central Ave., Birming-
ham 9, Ala. ALY, it ?

Springdale Silica Sand, Inc., -Spokane, Wash."

- Sept. 17 (letter of notification) :$250,000 of 10-vear:5%

sinking fund notes and 125,000 shares . of. capital stock
(par 10 cents) ‘to be. offered in units of $1,000 of notes
and 500 shares of stock. Price—$9505 per unit. Under-
writer — None. Proceeds — For new- construction:and -
working capital. ‘Office—401 Symons Bldg., Spokane 4, :
Wash.-. - 3 Sl T - : :
Standard Products Co., Cleveland, Ohio ]
Sept. 24 (letter of notification) 30,000 shares of common ,
stock to ke offered for-subscription by common, stock-
holders of Tecord Oct. 4 at rate of one share for each 10
shares held; rights to ‘expire ‘Oct.. 23. ‘Price—3$8.50 per
share. Underwriter—None. Proceeds — For -working
capital.- Office—2130 West 110th St., Cleveland 2, Ohio.

U. S. Vitamin Corp., New York . . e
Sept. 28 filed 120,650 shares of common stock (par $1).
Price — To be supplied by amendment. Underwriters—
Allen & Co. and Blair, Rollins & Co., Inc., both of New
York. Proceeds—To -repay $1,000,00 loan from insur-
ance firm and- $700,000 bank borrowings, with the re-
mainder added to working capital to be used for expans
sion program and other corporate purposes. ' ;

Previous Registrations and Filings

Aberdeen Petroleum Corp., Tulsa, Okla. ~
Sept. 14 (letter of notification) 28,000 shares of ‘capital
stock (par $1). Price—$5.50 per share.. Underwriter—
Bonner & Bonner, Inc., New York, Proceeds—For work-
ing capital. Office—1010 First National Bldg., Tulsa; 3,
Okla. . - o

Acme Industries, Inc., Jackson, Mich. .
Sept. 12 (letter of notification) 14,840 shares of.commo
stock (par $1), of which 4,840 shares are to be offered -
to officers and employees of company and: 10,000 shares
to thé!;‘public. Price—To employees, $3.08 per share and
to public $3.50 per share. Underwriters—Stoetzer, Faulk-
ner & Co. and Wm. C. Roney. &. Co., both of Detroit, -
Mich. ‘Proceeds—To -Estate of Roy C. Weatherwax, the*

‘selling ‘stockholder. :

- .- Acro Manufacturing Co., Columbus, Ohio . |
'Aug. 14 (letter of notification) 40,716 shares of common:
.stock: (par- 25. cents), to be offered-to present.stockhold-

ers at.rate of four-fifths of ‘a share for each share held

_(unsubscribed shares to.be. sold: to public). Price—$7

per share to stockholders and $8 per share to public.
Underwriter—None.  Proceeds—For’ plant improvements
and expansion:and. for working capital.’ Office—2040

‘East Main Street, Columbus, Ohio. :

Alabama Flake Graphite Co., Birmingham, Ala..
July 12 (letter of notification) $100,000 of 7% 20-year

. sinking fund bonds dated Jan, 15, 1949 and due Jan. 13,

1969 (in denominations of $1,000 each). Price—At par.

_Underwriter-—Qdess, Martin & Herzberg, Inc., Birming=

ham, Ala. Proceeds—For plant expansion. Office—420
Comer Bldg., Birmingham, Ala. 2

Aluminium, Ltd., Montreal, Canada (10/18)

~Sept. 21 filed 372,205 shares of capital stock (no par) to

be offered for .subscription by stockholders of record
on or about Oct. 18 at rate of one new share for each
10-shares held; rights to expire on or about Nov. 7. Price
—To be supplied- by amendment (not to exceed $65-
Canadian-per share). Dealer Managers—The First Bos-
ton Corp. and A. E. Ames-& Co., Ltd. Proceeds—For
working capital to be available for expansion program.

American Brake: Shoe-Co. : 45
June:29 filed 50,000 shares of common stock (no par) to
be offered to certain officers and key employees through
a stock purchase plan..Price—To. be not greater than
the fharket price on the date of the offering, or no less
thani'85%: of such price.- Underwriter—None. . Proceeds
—T¢ be added to general funds. e b s \

American Investment Co. of lllinois = o
Aus{.;-lﬁ filed 167,105 shares of $1.25 cumulative convert-
iblejpreference stock, series A (par $25), being offered .
in -éxchange -for-common -stock of Domestic Finance
Corp;, Chicago, Ill. on basis of one American share for
each five Domestic common. shares; the offer to expire
on Oct. 25. Dealer-Managers — Kidder, Peabody & Co.,
New York, and- Alex. Brown & Sons, Baltimore, Md.
Statement effective Sept. 5.

)
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% Arkansas Power & Light Co. (10/9) . ) ;
Sept. 5 filed $8,000,000 of first mortgage bonds due 1981.
Vndewriter-~To be determined by ‘competitive bidding
Probable . bidders: Halsey; Stuart & Co. /Inc.; Lehman
Brothers and Stone & Webster Securities Corp. (jointly);
Equitable Securities-‘Corp. and Central Republic Co:
(jointly); Union Securities Corp.; The First Boston Corp.;

* White, Weld & Co. Proceeds—For construction and other
corpbrate purposes. Bids—To' be received up to noon
¢(EST) oh Oct. 9. at Two Rector St., New York. Statement
effective Sept. 26. cL -

% Astotiated Telephone Co., Ltd. (Calif.) (10/9):
Sépt. 10 filed $10,000,000 of - first mortgage bonds, se-
ries G, due Oct. 1, 1981. Undérwriter—To be detérmined
by competitive bidding. Probable bidders for -bonds:
Halsey, Stuart & Co. Inc.; Painé, Webber, Jackson &
Curtis and Stone & Webster Securitiés Corp. (jointly);
Kuhn, Loeb & Co.. and Salomon Bros. & Hutzler
(jointly); White, Weld & Co. and Kidder, Peabody & Co.
(jointly); Harris, Hall & Co., Inc. and Equitablé Securi-
ties Corp. (jointly); Lehman Brothers, Proceeds — For.
eonstruction program. . Bids—Expected to be received
1 at 12:30 p.m. (EST) on Oct. 9. Statement effective Sept.
- 217,

" J Bigelow-Sanford Carpet Co., Inc,
: May 16, filed 100,000 shares of 4% % cumulative pre-

! ferred stock, series of 1951 (par $100), of which 39,604 -

shares are issuable to holders of 26,403 chares of 6%
preferred stock on the basis of 11% shares for each: pre-
ferred share held. Public offering of the additional 60,~
000 shares of new preferred stock has been deferred due
to present market conditions. Underwriters—Harriman
‘Ripley & Co., Inc.; Kidder, Peabody & Co., and F, S:
Moseley & Co. Proceeds—For general corporate pur«
poses. Withdrawal—Statement withdrawn on Sept. 20.

Blair (Neb.) Telephone Co. ; :
July 18 (letter of notification) $175,000 of first mort-
gage 4% bonds, series A, due 1971. Price—101 and ac-
erued interest. Underwriter — Wachob-Bender Corp.,
Omaha, Neb. Proceeds—To retire first mortgage (closed)
3% % bonds-and to convert to dial operation.

Bloch Brothers Tobacco Co. (10/17) Y
Sept. 26 filed 50,000 shares of common stock (par $12.50).
Price—To' be supplied by amendment: Underwriter—
Fulton, Reid & Co., Cleveland, Ohio, Proceeds—To For-
child Corp., the selling stockholder.

Burlington Mills Corp. .
March 5 filed 300,000 shares of convertible preference
#tock (patr $100). Price—To be supplied by amendment.
Underwriter—Kidder, Peabody & Co., New .York,
Proceeds—For additions and improvements to plant and
equipment. Offering date postponed.

% Central & South West Corp. (10/16) .
Sept. 10 filed 500,000 shares of common.-stock (par $5):
Underwriters—To be determined by competitive bidding.
Probable bidders: Blyth-& Co., Inc.; Smith, Barney &
Co. and Harriman Ripley & Co., Inc. (jointly); Lehman
iBrothers and Lazard Freres & Co. (jointly); The First
Boston ‘Corp. and Merrill Lynch, Pierce, Fenner' &
. Beane (jointly); Kuhn, Loeb & Co.; Carl M.*"Loeb,
' Rhoades & Co,; Ladenburg, Thalmann & Co. and Wer-
theim & Co. (jointly). Proceeds—To be used toassist
subsidiaries to finance a part of their construction pro-
grams. Bids — Expected to be opened Oct, 16 at
11 am. (EST), oo S

% Chancé (A. B.) Co., Centralia, Mo. (10/10) ..

Sept. 21 filed 50,000 shares of common stock (par:$5).

Price—$12.50 per share. Underwriter—Stifel, Nicolaus

& Co., Inc., St, Louis, Mo. - Proceeds—To certain:selling

stockholders. - Business—Manufacture and sale of earth

ﬁnchors and other equipment used in communication
nes. ‘

Clary Multiplier Corp., San Gabriel, Calif.
Aug. 29 (letter of notification) 23,250 shares of common
stock (par $1). Price—$5 per share, Undewriter—None.
Proceeds—To reduce bank loans and for working capital.
Office—408 Junipero St., San Gabriel, Calif. L

Clinton (Mich.) Machine Co. T TSk
Aug. 16 (letter of notification) 100,000 shares of common
stock (par $1). Price—At the market (estimated at $2.75
per share, but not more than $3 per share). Underwriter
—None. Proceeds—For working capital, including pay-
ment of account$ payable and purchase of inventory:’

Colonial Acceptance Corp., Chicago, Il -
Aug. 10 (letter of notification) 10,000 shares of -tlass’A
common stock, first series (par $1). Price—At market
(estimated at - about $4.50 per’ share). Undefwriter—
Straus & Blosser, and probably others. Proceeds —To

- David J. Gradman, President, who ‘is the selling” stock-
holder. RS
 Consolidated Equipment Corp. 10y
July 10 (letter of notification) 300,000 shares: of 6%
cumulative ' preferred stock. Price — At par ($1 per
share). - Underwriter-——None.- Proceeds—For purchase of
soft drink dispensing machines.. Office—1051% East Pike
Peak Avenue, Colorado Springs; Colo. : LY

% Consuniers Cooperative Association, Kanhsas .

:  City, Mo. ’

Aug. 30 filed $5,000,000 of 4% % 10-year certificates of
indebtedness and $3,000,000 of 20-year 5% % certificates
of indebtedness. Underwriter—None. Proceeds—To pur-
chase 6,000 shares of common stock of The Cooperative
Farm Chemical Association,; and for other corporate pur-
poses, including financing of inventories and accounts
receivable. Business—A regional farmers' cooperative
purchasing association of the federated type, organized
and operated on a cooperative.basis_to supply-member
associations with the products required by their. farmer

; igitize@?&ﬁi@@& patrons. Statement effective Sept. 21
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- NEW ISSUE CALENDAR
' October 4, 1951 '

Louisville.& Nashville RR.
.. 11 am. (EST) :

nt g -October 8, 1951
- Public' Service Co. of Indiana, Inc,_.
Stix, Baer & Fuller CO...ouocooiomccaan
Common

: October 9, 1951 :
Arkansas Poweér & Light Co. noon (EST)___Bonds
Associated Telephone Co., Ltd. (Calif.)

12:30 p.m. (EST)
Harshaw Chemical Co
Pennsylvania -Electric Co.

11 am. (EST)-__
Warren Petroleum Corp
Western Pacific RR

October 10, 1951
Chance (A. B.) Co

: October 15, 1951
Marine Midland Corp. (exchange offer)._Common

October 16, 1951

American Export Lines, Inc
Central & South West Corp. 11 a.m. (EST).._Coin,
Chicago, Rock Island & Pacific RR..

noon (CST) ._-Equip. Trust Ctfs,
Hollingsworth & Whitney Co Common
Public Service Electric & Gas Co
West Virginia Coal & Coke Corp
West Virginia Pulp & Paper Co

October 17, 1951 .
Bloch Brothers Tobacco Co
Consumers Power Co. 11 a.m. (EST)
Louisville Gas & Electrie Co
New England Gas & Electric Association.._.Bonds
Robbins Mills, Inc Preferred

' . October 18, 1951
" Aluminium, Ltd Cieienmeew-..Common
Celanese Corp. of America

October 22, 1951
Pacific Gas & Electric Co
Shellmar Products Corp .
Wisconsin Michigan Power Co
g October 23,1951

American Consolidated:Freightways
U. S. Vitamin Corp

=y : "Octobert 24, 1951
Rockland Light & Power Co

: October 25, 1951 ’
Muhlens (Ferd.), Inc., 1:30 p.m. (EST).__Common

" October 29, 1951
Ulah Power & Light Co..._:

October 30, 1951
Ohio Power Co. 11 am. (EST)
West Texas Utilities Co...:

; + November 1, 1951
Long Island Lighting Co
Ritchie Assoeiates Finance Corp
'+ November 14, 1951
Florida Power & Light Co. noon (EST)
November 20, 1951
Gulf States Utilities Co
Pacific Telephone & Telegraph Co...Debs. & Stock

December 10, 1951
Virginia Electric & Power Co

Bonds & Pfd.
Debentures
Preferred

Common

Bonds & Notes
Bonds

Consumers Power Co., Jackson, Mich. (10/17)
Sept. 20 filed 561,517 shares of common stock (no par),
to be offered for subscription by common stockholders
of record Oct. 17 at rate of one share for each 10 shares
held; rights to expire on Nov..2. Unsubscribed shares
to be offered employees of company and its subsidiary,
Michigan Gas Storage Co. Price—To be supplied by
amendment. Underwriters—To be determined by com-
petitive bidding. Probable bidders: ‘Morgan Stanley &
Co.; Lehman Brothers; Harriman Ripley & Co., Inc, and
The First Boston Corp. (jointly). Proceeds—For prop-
eérty additions and improvements. Bids—Expected to be
received on or about Oct. 17 at 11 a.m. .

Consumers Publi¢ Service Co., Brookfield, Mo.

Aug. 22 (letter of notification) 1,500 shares,of 5% cumu-
lative preferred. stock.. Price — At par ($50 per shareé).
Underwriter—None, but will be sold through Wachob~
Bender Corp., Omaha, Neb. -Proceeds—For liquidation of
short-term notes and for further extensions and better=-
ments of the company’s electric property. Office—201%2
No. Main St., Brookfield, Mo.

Continental Car-Nar-Var Corp., Brazil, Ind.
March 5 (letter of notification) 150,000 shares of com-
mon (voting) stock (par $1). Price—$2 per share. Under=
writers—Sills, Fairman & Harris, Inc., Chicago, and
Gearhart, Kinnard & Otis, Inc,, New York. Proceeds—
For working capital and general corporate purposes.
Temporarily deferred. o

Continental Electric Co., Geneva, lll.
March 2 (letter of notification) $300,000 of 6% sinking
fund debentures due Dec. 1, 1975 (to be issued in units
of $100, $500 and $1,000 each). Price—91% of principal

(1287) 43 .

amount, Underwriter—Boettcher & Co., Chicago, IIL
Proceéds—To retire indebtedness and for working capl~
fal.  Offering—Postponed indefinitely.
Cribben & Sexton Co., Chicago, Il

Aug. 30 (letter of notification) 500 shares of preferred:
stock. Price — $13.50. per share. Underwriter — Wayne
Hummer & Co., Chicago, 1ll. Proceeds — To Harold
Jalass, the selling stockholder. )

% Crowri Drug Co., Kansas City, Mo.

-All/l_g. 21 (letter of notification) by amendment. $300,000
4% %

debenture convertible notes due Oct. 1, 1962 (in

v units of $60, $100, $500 and $1,000) being offered to

common stoekholders of record Oct. 1 on following basis:
$60 of notes for each 100 shares or less held; $100 of
notes for each 101 shares to 150 shares held; and stock-
holders owning over 150 shares, $60 of motes for each
100 shares or fraction thereof held. Rights will expire
on Oct. 22. Underwriters—Roger W, Babson, Wellesley
Hills, Mass.: H. J. Witschrier, Kansas City, Mo.; Busi=
ness Statistics Organization, Inc., Babson Park, Mass.;
or their nominees. Proceeds—To retire debt to RFC and
for working capital. Office—2110 Central Street, Kansas
City, Mo. :

Dansker Realty & Securities Corp., N. Y.
Sept. 20 (letter of notification) 47,720 shares of class A
stock (par 35 cents). Price—$1.05 per share. Underwriter
—None. Proceeds — To Dansker.Brothers & Co., Inc.,
New York, the selling stockholder.

Doman Helicopters, In¢., N. Y.
Sept. 20 (letter of notification) 3,000:shares of capital
stock: Price—At the market (estimated at $4 per share).
Underwriter—None, Proceeds—To Glidden S. Doman,
President, who. is the selling stockholder. Office—545
Fifth Ave., New York 17, N.Y. ;

Donaldson Co., Inc., St. Paul, Minn.

Sept. 6 (letter of notification) 11,500 shares of common
stock (par $5) and 800 shares of 5% preferred stock
(par $100), to be offered to present stockholders, officers
and key employees. Price—For common, $19 per share,
and for preferred, $100 per share. Underwriter—None.
Proceeds — For working capital. Office — 666. Pelham
Blvd., St. Paul, Minn, _ .

Drayson-Hanson, Inc., Los Angeles, Calif.

June 4 (letter of notification) 50,000 shares of common
stock (par 40 cents). Price—$1.20 per share. Under-
writer—Edgerton, Wykoff & Co.,” Los Angeles, Calif,
Proceeds—To purchase real property and plant.

Equipment Finance Corp., Charlotte, N. C.

‘Aug. 6 (letter of notification) 2,774 shares of common
stock, Price—At par ($100 per share). Underwriter—
None.. Proceeds—For operating capital. ‘Office—1026
So. Boulevard, Charlotte, N. C. ; k
. Financial Credit Corp., New York ; oL

July 27 (letter of notification) $250,000 of Financial in<
vestment bonds. Price—At par (in units of $50, $250,
$500 and $1,000 each). Underwriter—None, Proceeds—
To pay obligations, for expansion and working capital.
Office—60 East 42nd Street, New York 17, N. Y. |

Fosgate Citrus Concentrate Cooperative (Fla.)'
June 29 filed 453 shares of class A common stock (par
$100); 5,708 shares of 5% class B preferred -stock (par
$100), cumulative beginning three years from July 10,
1950;- 8,000 shares of 4% revolving fund class: C stock
(par $100); 2,000 shares of 4% revolving fund class C
stock (par $50); and 4,000 shares of 4% revolving funhd
class C stock (par $25). Price—At par. Underwriters
—_None. Proceeds—To construct and equip frozen con=
centrate plant at Forest City; Fla.

% Fuller (D. B.) & Co., Inc., N. Y. 3
July 26 filed 120,000 shares of 6% cumulative convertlble
preferred stock. (par $15) and 73,598 shares of common
stock . (par $1). Withdrawal — Statement withdrawn
on Sept. 27.

Golconda Mines Ltd., Montreal, Canada

April 9 filed 750,000 shares of common stock. Price—
At par ($1 per share). Underwriter—George F. Breen,
New York. Proceeds—For drilling expenses, repayment
of advances and working capital. Offering—Date not set;

Grand Union Co., New York
Aug. 7 filed 64,000 shares of common stock (par $10)
to be issued pursuant to an “employees’ restricted stock
option plan.” Price—To be supplied by amendment.
Underwriter—None. Proceeds—For general corporate
purposes. Office—50 Church St., New York. )

Harshaw Chemical Co., Cleveland, O. (10/9)
Sept. 19 filed 40,000 shares of convertible preferred stock
(par $100). Price—To be supplied by amendment, Un-
derwriter—McDonald & Co., Cleveland. O, }’yoceeds—-
For capital expenditures for warehouse facilities.

Helio Airéraft Corp., Norwood, Mass.

July 31 (letter of notification) 7,750 shares of non-
cumulative preferred stock. (par $1) and 7,750 share§
of common stock (par $1) to be offered in units of one
share of preferred and oneé share of common stock.
Price—$25 per unit ($20 for preferred and $5 for com-
mon). Underwriter—None. Proceeds—For development
and promotion expenses. Office—Boston Metropolitan
Airport, Norwood, Mass.

Herff Jones Co., Indianapolis, Ind.

Sept. 10 (letter of notification) 10,000 shares of class A
preference stock (par $1), to be offered to employees.
Price—A¢t the market or less (approximately $10 per
share), Underwtiter—For unsubscribed shares, City Se<
curities Corp., Indianapolis, Ind. Proceeds—To Harry
J. Herff, President.

Hex Foods, Inc., Kansas City, Mo. ‘
Aug. 1 (letter of notification) 89 shares of 6% cumula=
tive preferred stock (par $100) and 424 shares of com-
mon stock (no par). Price—For preferred, at par; and

Continued on page 44
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for common, at $20 per share. Underwriter — Prugh,
Combest & Land, Inc., Kansas City, Mo., will act as
dealer. Proceeds—For plant improvements and general
corporate purposes. Office—412 W, 39th St., Kansas City,
Mo.

% Heyden Chemical Corp.

Sept. 14 filed 53,300 shares of convertible second pre-
ferred stock (no par) to be offered for subscription by
common stockholders of record on Oct. 4 at rate of one

preferred share for each 20 common shares held; rights -

to expire Oct, 18. Price—$100 per share, Underwriters—
A. G. Becker & Co. Inc., Chicago, and R. W, Pressprich
& Co., New York, Proceeds—For expansion program.

Hollingsworth & Whitney Co. (10/16)
Sept. 25 filed 100,000 shares of common stock (no par).
Price—To be supplied by amendment, Underwriters—
Paine, Webber, Jackson & Curtis and Harriman Ripley
& Co. Inc. Proceeds—To finance acquisition of south-
ern timberland and for working capital,

Imperial Brands, Inc.
Aug. 20 (letter of notification) 50,600 shares of capital
stock, Price—At par ($1 per share). Underwriter—Floyd
A. Allen & Co., Inc., Los Angeles, Calif. Proceeds—To

. purchase additional machinery and equipment and for

g:{king capital. Office—324 Hindry Avenue, Inglewood,
if.

Inland Steel Co.
Aug. 27 filed 250,000 shares of capital stock (no par)
1o be issuable upon'exercise of stock option issuable
under the company’s proposed stock option plan. Price—
To be 85% of current fair market value of the stock.
Proceeds—For working capital.

Interstate Finance Co., Salt Lake City, Utah
Aug. 29 (letter of notification) 100,000 shares of voting
<common stock (par $1) and 50,000 shares of non-voting
common stock (par $1). Price—$1.10 per share. Under-
writer—None. Proceeds—For working capital. Office—
322 Continental Bank Bldg., Salt Lake City, Utah.

Keever Starch Co., Columbus, Ohio
Aug. 1 (letter of notification) 50,400 shares of common
stock. Price — At par ($5 per share). Underwriter—
None. Proceeds—To finance inventories and to purchase
gﬁxtal equipment. Office—538 E. Town St., Columbus,
‘Dhio.

Kingsburg Cotton 0il Co., Kingsbhurg, Calif.
Aug. 8 (letter of notification) 5,000 shares of common
stock (par $1). Price—At market “between $4.12Y% and
#$4.25 per share.” Underwriter—The Broy Co., San Fran-
cisco, Calif.  Proceeds—To Leonard A. Gregory and
Willie R. Gregory, two selling stockholders. !

Las Vegas Thoroughbred Racing Association
Sept. 14 (letter of notification) 20,000 shares of -comnt-
mon stock (no par). Price—$5 per share. Underwriter—
None. Proceeds—For working capital. Address—High-
way 91 at Vegas Park Highway, Las Vegas, Nev,

Los Angeles Drug Co. (Calif.)

S_ept_. 12 (by amendment) filed $200,000 of 15-year 5%
sinking fund debentures dated Qct. 1, 1951 and:'due Oct.
1, 1966, and 40,000 shares.of capital stock (ho par),.the
latter being offered first to:stockholders of record Sept.
17 at rate of 45 of a share for each share held; rights
1o expire on Oct. 15. Price—Of debentures, at par (in
denominations of $100 each) and of the stock, $10 per
share. Underwriter — None.  Proceeds — To “increase
working capital and to finance expanded merchandise
inventory. Statement effective Sept. 14.

% Louisville (Ky.) Gas & Electric Co. (10/17)
Sept. 26 filed 130,000 shares of common stock (no par),
Price—To be supplied by amendment. Underwriters—
Lehman Brothers and Blyth & Co., Inc. Proceeds—For
Pproperty additions.

MacMillan (H. R.)
Vancouver, B. C.
Sept. 26 filed 2,281,582 shares of class B capital stock
{no par) to be offered in exchange for stock of Bloedel
Stewart & Welch, Ltd. on the following basis: 44.54596
shares for each ordinary share of Bloedel; two-fifths of
a share for each preference share of Bloedel. Following
such acquisition, name’ of MacMillan Export - will be
changed to MacMillan & Bloedel, Ltd.

Maracaibo Oil Exploration Corp., Dallas, Tex.
Sept. 20 filed 49,500 shares of capital stock to be offered
to stockholders at rate of one share for each nine shares
hel.d. Price—To be supplied by amendment. Under-
writer — None. ' Proceeds — To acquire new properties
and for general corporate purposes.

* Marinq Midland Corp., Buffalo, N. Y. )
Sept 7 filed 223,352 ‘shares of 4Y3 % cumulative con-
vertible . preferred stock (par $50) being offered to
common stockholders of record Sept. 28 on basis of one
share of preferred for each 25 shares of common stock
held; rights to expire Oct. 16, Price — $50 per share.
Un@qrwriters—The First Boston Corp. and Union Se-
carities Corp, of New York; Schoellkopf, Hutton &
Pomeroy, Inc. of Buffalo, N, Y.; and Granbery, Marache
& Co., New York. Proceeds—To permit acquisition of an
additional bank or banks, to expand the capital funds
of one or more of the constituent banks, and for general
corporate purposes. Statement effective Sept. 26.

% Marine Midland Corp., Buffalo N. Y. (10/15

Sept. 21 filed 276,000 shates of commen st (bar $5)

to be offered in exchange for all outstanding ‘stock of

Syracuse Trust Co. at rate of 2% shares of such common

gtc%ce]; tfﬁffc:at?h lslhi\ge of ?yracus_e stock (offer subject to
- by holders of not less th

Syracuse). Underwriter—None, PRI Biics b

Export Co., Ltd.,

.. capital.
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Microtech Corp,., Los Angeles, Calif.. ;
‘Aug. 23. (letter of notitication) 12,500 shares of capital
stock. Price—At par ($10 per share). Underwriter—
None. Proceeds—To purchase machinery and other as-
sets useful in manufacture of miniature ball bearings and
for working capital for initial operation. Office—1706
S. Grand Avenue, Los Angeles, Calif. ‘

Miles Laboratories, Inc., Elkhart, Ind.

Sept, 5 (letter of notification) 2,000 shares of common
stock (par $2). Price—$16.75 per share. Underwriter —
W. F. Martin, Inc., Elkhart, Ind. Proceeds—To Georgia

C. Walker, the selling stockholder, Offering—Indefinite, '

Mohawk Business Machines Corp.
Sept. 6 (letter of notification) 105,500 shares of common
stock (par 10 cents), to be offered to common stock-
holders (excluding officers and directors), with rights
to expire on Oct. 10. Price—$1 per share. Underwriter—
None. Proceeds—For working capital. Office—47-49
West Street, New York, N. Y. '

. Mutual Products Co., Minneapolis, Minn.

Aug, 8 (letter of notification) $200,000 of five-year 8%
registered debentures. Price—At par (in denominations
of $100 and multiples  thereof), " Underwriter — None.
Proceeds—For additions to property and for working:
capital. Office—509 N, Fourth Street, Minneapolis, Minn.-
% Mutual Telephone Co. (Hawaii)

July 27 filed 150,000 shares of common stock (par $10)
being offered for subscription by common stockholders
of record on or about Sept. 12 on a 1-for-5 basis (and to
employees); rights will expire on Oct. 9. Price-——$10 per
share. Underwriter — Kidder, Peabody :& Co., New
York, Proceeds—To pay outstanding bills and for con-
struction program. Statement effective Sept. 21.

% New England Gas & Electric Assn. (10/17)

Aug. 6 filed $6,115,000 of 20-year sinking fund collateral -

trust bonds, series C, due 1971. Underwriter—To be
determined by competitive bidding. Probable.bidders:
Halsey, Stuart & Co. Inc.; The First Boston Corp.; White,
Weld & Co. Proceeds—To purchase additional common
stocks of five subsidiaries. .

Norris 0il Co., Bakersfield, Calif.
Aug, 10 (letter of notification) 500 shares of capital stock
(par $1). Price—$4.75 per share. Underwriter—Wal-
ston, Hoffman & Goodwin, Bakersfield, Calif. Proceeds
—To Arthur W. Scott, Secretary,” who is the selling
stockholder. No general public offering is planned,

Northern lllinois Corp., DeKalb, lil.
Sept. 13 (letter of notification) 5,138 shares of common
stock (no par). Price—At market (not less than $9 per
share). Underwriter — None. Proceeds — For working
capital. |

Pacific Telecoin Corp., San Francisco, Calif.
Sept. 14 (letter of notification) 59,000 shares of common
stock (par 10 cents). Price—50 cents per share, Under-
writer—Gearhart, Kinnard & Otis, Inc., New York. .Pro-
ceeds—For working capital.: Office—1337 Mission St.,
San_Francisco, Calif,

Pan American Milling Co., Las Vegas, Nev.
Jan. 24 filed 200,000 shares of common stock. Price—At
Par ($1 per share), Underwriter—None. Proceeds—To
purchase machinery and equipment, to construct a mill
in Mexico and for general corporate purposes, State-
ment fully effective Aug. 29, 1951. ;

Peabody Coal Co.
March 26 filed 160,000 shares of 5% % prior preferred
stock (par $25), Price—To be supplied by amendment,
Underwriter—A. C. Allyn & Co., Inc., Chicago, Ill. Pro-
reeds—For construction program. Offering—Indefinitely
postponed. .

% Penncsylvania Electric Co. (10/9)

Aug. 30 filed $5,000,000 of first mortgage bonds due
Oct. 1,71981. Underwriters—To be determined by com-
petitive ‘bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Kidder, Peabody & Co., Merrill Lynch, Pierce,
Fenner & Beane, Union Securities Corp. and White,
Weld & Co. (jointly); Equitable Securities Corp.; Kuhn,
Loeb & Co., Lehman Brothers, Drexel & Co.. and
Salomon -Bros. & Hutzler (jointly); Harriman Ripley &
Co,, Inc,; A, C. Allyn & Co., Inc.; The First Boston Corp.;
Shields & Co. and R. W. Pressprich & Co. (jointly).
Proceeds, — For construction program. Bids — To be
opened at 11 a.m. (EST) on Oct. 9"at 67 Broad St., New
York 4, N. Y. Statement effective Sept. 27. -

% Pennsylvania Electric Co. (10/9)

Aug. 30 filed 30,000 shares of cumulative preferred stock,
series E (par $100). Underwriters—To be determined by
competitive bidding. Probable bidders: W. C. Langley
& Co. and Glore, Forgan & Co. (jointly); Smith, Barney
& Co.; Kidder, Peabody & Co.; Harriman Ripley & Co.,
Inc. Proceeds—For sale of preferred, together with $3,-
300,000 to be received from Associated Electric Co. for
*165,000 common shares, will be used to repay a $2,500,000

bank loan and the remainder for new construction. .

Bids — To be opened at 11 a.m. (EST) on Oct. 9 at
g‘? ]targgd St., New York 4, N. Y. Statement effective
ept. 27, i .

Philadelphia Suburban Transportation Co.

" June 11 (letter of notification) $300,000 of 4%% con-

vertible_ debentures of 1967 (each $100 principal amount
convertible into three shares of common stock). Price
—At par. - Underwriter—None. Proceeds—For working

Pennsylvania. ) i
Phoenix-Campbell Corp., N. Y.
Sept. 20 filed 203,000 shares of capital stock (par $1)
and 100,000 warrants. Of the 203,000 shares, 100,000 will
be reserved against the warrants and 3,000 shares have
been purchased by the promoters. Price—For stock,
$10 per share; for warrants, 5 cents each. -Underwriter—
Morris Cohon & Co., New York. Proceeds—To- acquire

Office—69th Street Terminal, Upper Darby,

- loans.

r > (AP 4 !
an interest in so-called “special situations” and for work=
ing capital. i . .

Pittsburgh Plate Glass Co.

June 27 filed 450,000 shares of ‘common stock (par $10)
to be offered to certain employees of the company and
its subsidiaries under a stock option plan. Price—At
85% of the market price on the New York Stock Ex=
change at time options are granted. Underwriter—None,
Proceeds—For working capital.

Pubco Development, Inc., Albuquerque, N. M.
Sept. 18 filed 605,978 shares of common stock to be
offered for subscription by stockholders of Public Serv=
ice Co. of New Mexico between Jan. 1, 1955 and° March
31, 1955 at rate of one share of Pubco Development for
each Public Service common share held of record Oct.
1, 1951, Priee—At par ($1 per share). Underwriter—
None. Proceeds—To be used by Public Service in gen=
eral fund. Business—To prospect for oil and gas. -

% Public Service Co. of Indiana, Inc. (10/8)

Sept. 19 filed 345,662 shares of common stock (no par)
to be offered to stockholders of record Oct. .8 threugh
subscription on a.1-for-10 basis; rights to expire on Oct.
24, Price—To be supplied by amendment. Underwriter—
To be named later. Proceeds—For property additions.

% Public Service Electric & Gas Co. (10/16)

Sept. 26 filed 249,942 shares of cumulative preferred
stock (par $100). Price—To be supplied by amendment.

*Underwriters—Morgan Stanley & Co., Drexel & Co. and

Glore, Forgan & Co. Proceeds—For plant additions and"
improvements and to reimburse treasury for, expendi-
tures made for such purposes and for retirement of long=
term debt. .

Ritchie Associates Finance Corp. (11/1) -
Sept. 18 (letter of notification) $200,000 of 6% 15-year
debentures, dated July 1, 1951, to be issued in multiples
of $100. Underwriter—Cohu & Co., New York: Proceeds
—To retire debts and purchase building. Office—2 East
Church St., Frederick, Md.

% Robbins Mills, Inc., New York (10/17)

Sept. 25 filed 166,864 shares of series A cumulative pre=
ferred stock (par $50) to be offered for subscription by
common stockholders at rate of one share of preferred
stock for each five shares of common stock, held. Price
—To-be’ supplied by amendment. . Underwriter—Dillon,
Read & Co. Inc., New York. Proceeds— For working
capital, :
% Rockland Light & Power Co. (10/24)°

Sept. 21 filed $6,000,000 of first mortgage bonds, series D,
due 1981. Underwriters—To be determined by competi=
tive bidding. Probable bidders: Halsey, Stuart & Co.
Inc.; The First Boston Corp.; Merrill Lynch; Pierce, Fen=
ner & Beane, Kidder, Peabody & Co., Union Securities
Corp. and White, Weld & Co. (jointly); Lehman Brothers
and A. C. Allyn & Co. (jointly): Stone & Webster Se-
curities Corp.; Carl M, Loeb, Rhoades & Co. and Equit--
able Securities Corp. (jointly); W. C. Langley & Co.;
Estabrook &*Co. Proceeds—To reduce bank loans and
for construction program. Bids—Expected to be received
on-or about Oct. 24. ‘ :

Rohr Aircraft Corp., Chula Vista, Calif. .
Aug. 10 (letter of notification) 8,000 :shares..of capital

‘stock (par $1). Price—At market - (estimated -at $12.58
_per share). Underwriter—Lester, Ryons & Co., Los An«

geles, Calif. Proceeds—To Fred H. .and Shirley B. Rohr
and J. E. and Esther D. Rheim, who are the selling stock=
holders. ;

Roper (Geo. D.) Corp. .
Aug. 8 (letter of notification) 4,000 shares of common

“stock (par $5). Price — $24.75 per share, Distributor —

Merrill Lynch, Pierce, Fenner & Beane, Chicago, IlL
Proceeds—To Grace Y. Roper, the selling stockholder,
Office—340 Blackhawk Park, Rockford, Ill.

Security Finance, Inc., Washington, D. C.
Aug. 14 (letter of notification) $100,000 of 5-year 8%
debenture bonds. Underwriter — None. Proceeds—For
purchase of second trust notes secured on District of

- Columbia real estate. Office — 1115-15th St., N. W,

Washington, D. C.

Skyway Broadcasting Co., Inc., Ashville, N. C.
Sept. 10 (letter of notification) 6,000 shares of common
stock, Price—$50 per share. Underwriter—None. Pro-
ceeds—For construction and operating ‘capital for a pro-
posed television station.

Snoose Mining Co., Hailey, Idaho ;
July 19 (letter of notification) 1,000,000 shares of com-
mon stock. Price—At par (25 cents per share). Under=
writer—E, W. McRoberts & Co., Twin Falls, Ida. Proceeds
—For development of mine.

Southwestern Associated Telephone Co.
June 15, filed 17,500 shares of $5.50 cumulative pree
ferred stock (no par). Price—To be supplied by amend-
ment., Underwriters—Paine, Webber, Jackson & .Curtis
and Stone & Webster Securities Corp., both of New
York, and Rauscher, Pierce & Co., Inc., Dallas, Texas.
Proceeds—To retire $1,500,000 of bank loans and tha

“balance added to general corporate .funds., Offering ——

Postponed. '

Stix, Baer & Fuller Co. (10/8-9) !
Sept. 19 filed 216,694 shares of common stock (par $5),
of which 73,294 shares will be for the account of the

.company and- will be offered for subscription by stock=

holders of record Oct. 8 or Oct. 9, viz: by preferred stock-
holders on a 1-for-5 basis and by common stockholders
on a 1-for-10 basis, with rights to expire on.or about
Oct. 17; the remaining 143,400 shares will be for the
account of members of the Baer and Fuller families.
Price—To be supplied by amendment. Underwriter—
Goldman, Sachs & Co., New York. Proceeds—For work-
ing capital to compelte parking facilities and to repay

£
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% Sundstrand Machine Tool Co. (10/8) .

- Sept. 21 filed 94,064 shares of common stock (par $5),
to be offered for subscription by common stockholders
at rate of one share for each four shares held on or about

- Oct. 8; rights to expire Oct. 22. Price—To .be supplied

. by amendment. Underwriters—Shields & Co., New York;
and Bacon, Whipple & Co. and Rodman & Linn of Chi-
cago. Proceeds—For plant improvements and ‘working
capital. P ! |

Texas Southeastern Gas Co., Bellville, Tex.
May 16 (letter of notification) 19,434 shares of commor
stock to be offered to common stockholders through
transferable warrants. Price — At par ($5 per share)
Underwriter—None. Proceeds—For working capital.

Tiger Minerals, Inc.,, San Antonio, Tex.
Aug. 20 (letter of notification) 15,000 shares of common

stock (no par), of which 5,000 will be offered to stock-"

holders through warrants at $10 per share, and 10,000
shares to stockholders under pre-emptive rights at $15
per share; unsubscribed shares to be sold to public at $15
per share. Underwriter—None. Proceed$—To engage in
the oil and gas business, to develop and explore mineral
leases now owned by company, and to acquire, explore
and develop new mineral leases. Office — 809 Alamo
National Bldg., San Antonio, Tex.

Trade Mark Service Corp. (Del.)
" Sept. 7 (letter of notification) 2,000 shares of preferred
" (non-voting) stock (par $100) and 2,000 shares of com-
" mon (voting) stock (no par) to be offered in units of
one preferred and one common share. Price—$100 per
unit. Underwriter—None. Proceeds—To acquire minor-
ity stock of Ney York corporation of same name and
for working capital. - Office—233 Broadway, New York.
Transgulf Corp., Houston, Tex.
Sept. 18 (letter of notification) 8,000 shares of capital
stock (par 10 cents). Price—$1.25 per. share.” Under-
writer—Gearhart, Kinnard & Otis, Inc., New York. Pro-
ceeds—To Gearko, Inc., New York. - ;

" United Canadian Oil Corp., Washington, D. C.
July 31 filed 1,000,000 shares of common stock (par 10
cents). Price—$1 per share, Underwriter—None. Pro-
ceeds—For exploration and drilling -activities. .

United States Gasket Co. ! 3
July 25 (letter of notification) $100,000 to $200,000 of
4% or..6% convertible preferred stock, or a mortgage
Joan of that amount, Underwriter—None. Proceeds—
To erect new- plants, and purchase equipment. Office
—602 North 10th Street, Camden, N, J. -

Utah Power & Light Co. (10/29)
Aug. 9 filed $9,000,000 first mortgage bonds, due Oct. 1,
1981. ' Underwriters—To be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Kidder, Peabody & Co.; Lehman Brothers, and Bear,
Stearns &.Co. (jointly); White, Weld & -Co.; Salomon
. Bros. & Hutzler; First Boston Corp., and Blyth & Co,,
Inc. (jointly); Union Securities Corp., and Smith, Bar-
ney & Co. (jointly). Proceeds—To repay bank loans and

for construction program. Bids—To be received up to’

noon (EST) on Oct. 29.- Statement effective Sept..5.
Viking Plywood & Lumber Corp., Seattle, Wash,
July 9 (letter of notification) 37,500 shares of common
t stock (no par), to be sold in minimum units of 125 shares
’ to present officers, directors and stockholders. Price—
$20 per share. Underwriter—None. Proceeds—To per-
mit acquisition of 50% of capital stock of Snellstrom
Lumber Co., Eugene, Ore. Office—1411 Fourth Avenue

. ‘Building, Seattle, Wash."

% Warren Petroleum Corp. (10/9)

Sept. 19 filed $15,000,000 sinking fund debentures due
1966 (subordinate), convertible through Oct. 1, 1961,
Price—To be supplied by amendment. Underwriter—
Merrill Lynch, Pierce, Fenner & Beane, New York. Pro-
ceeds—To be used to purchase $4,750,000 note of De-
_wonian Co. held by Gulf Oil Corp. at face amount plus
accrued interest and stock of Devonian Co., and for
working capital.

% West Texas Utilities Co. (10/30)

Sept. 24 filed $8,000,000 of first mortgage bonds, series C,

" due Nov. 1, 1981. Underwriters—To be determined by

competitive bidding. Probable bidders: - Halsey, Stuart

- & Co. Inc.; Hemphill, Noyes, Graham, Parsons & Co.

and Drexel & Co. (jointly); The First Boston Corp.; Kid-
der, Peabody & Co.; W. C. Langley & Co.; Union Securi-
ties Corp.; Equitable Securities Corp.; Harriman Ripley
& Co.; Kuhn, Loeb & Co. and Lehman Brothers (jointly);
Glore, Forgan & Co.; Merrill Lynch, Pierce, Fenner &
Beane. Proceeds—To retire bank loans and for construc-
tion program. Bids—Expected to be reeeived Oct. 30.
% West Virginia Coal & Coke Corp. (10/16)
Sept. 25 filed 80,000 shares of common stock: (par $5).
Price — To be supplied by amendment. Underwriters—
: The First Boston Corp: and-Tucker, Anthony & Co. Pro-

. ceeds—For expansion program, -

West Virginia Pulp & Paper Co. (10/16)
Sept. 24 filed $20,000,000 20-year sinking fund deben-

. tures due Oct. 1, 1971. Price—To be supplied by amend-

ment, Underwriter—Harriman Ripley & Co., Inc. Pro-
ceeds—For improvements and additions to plant and
equipment. ’ i

Western Air Lines, Inc., Los Angeles, Calif.
Sept. 17 filed 25,000 shares of ‘capital stock (par $1) under
option at $9.37% per share since Dec. 10, 1946 to T. C.
Drinkwater, President, Agreement provides that, upon

. request of Mr. Drinkwater, the company agrees to regis-
ter the optioned shares to the end that he may be in
a position promptly to exercise his‘rights under the -op-
tion and to transfer and dispose of any of the shares ac-
quired thereunder which he may wish to dispose of. (The
stock:sold at $14.50 pér‘share on Sept. 17 on the New

. “York 'Stock Exchange.) 'Underwriter—None. Proceeds—

Eor workjng capital. ($9.37% per share).
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Western Reserve Life Insurance Co.
June 12 (letter of notification) 10,000 shares of common
stock (par $10) to be offered for subscription by present
stockholders at rate of one share for each two shares held.
Price—$20. per share, ~ Underwriter—None. Proceeds—

For financing expansion program. Office—1108 Lavaca

Street, Austin, Tex.

Wilcox-Gay Corp., Charlotte, Mich. i
Sept. 13 (letter of notification) 165,250 shares of common
stock (of which 82,625 shares represent stock to be issued
on exercise of stock purchase warrants issued in conx
nection with sale of 110,000 shares on or about Oct. 24),
Price—At par ($1 per share). Underwriter—None. Pro-
ceeds—For working capital. )

Wilson Brothers, Chicago, lll. - vo# P g
Aug. 3 filed $2,200,000 of 5% sinking fund debentures
due Aug. 1, 1966, with non-detachable common share
purchase warrants for the purchase of 154,000 shares of
common stock. Price—To be supplied by amendment.
Underwriter—Blair, Rollins & Co., Inc., New York.
Proceeds—To pay off outstanding indebtedness and for
other corporate purposes. Offering—Indefinitely post-
voned: ) .

% Wisconsin Michigan Power Co. (10/22)

Sept. 25 filed $3,500,000 of first mortgage bonds due 1981,
Underwriter—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman
Brothers and Goldman, Sachs & Co. (jointly); Dillon,
Read & Co. Inc.; Hemphill, Noyes, Graham, Parsons &
Co.; The First Boston Corp.; Merrill Lynch, Pierce, Fen-~’
ner & Beane and Salomon Bros & Hutzler (jointly).
Proceeds—From sale of bonds and $2,000,000 of common
stock (latter to Wisconsin Electric Power Co., parent). to
be used for new construction and to'repay bank loans.
Bids—Expected to be received on Oct. 22.

Prospective Offerings

Air Reduction Co., Inc.
Sept. 12.it was announced company plans to issue and
sell first to corrmon stockholders about $25,000,000 of
cumulative convertible preferred stock. Underwriters—
Morgan Stanley & Co. and Harriman Ripley & Co., Inc.
Proceeds — For plant expansion and for other general
corporate purposes. Offering—Expected in November..
® Alleghany Ludium Steel Corp. - !
Oct. 2, it was announced, that if stockholders on Dec. 4
approve a proposal increasing the authorized indebted-
ness to $40,000,000 from $20,000,000, the company pro-
poses to issue and sell about 81,000 shares of convertible
preferred stock to common stockholders, with probably
The First Boston Corp. underwriting’'any unsubscribed
shares. It is also planned to borrow $5,000,000 during
1952 under arrangements previously made with seven in-
stitutional investors. In addition, & bank loan or loans
totaling about $8,000,000 is contemplated. The proceeds
are to be used ‘for the company’s expansion program.

American Consolidated Freightways (10/23)
Sept. 14 it was reported  that there may shortly be a
public offering of about 100,000 shares of common stock,
Underwriters — Probably Blyth & Co., Inc., Walston,
Hoffman & Goodwin and Shields & Co. "
% Atlantic Coast Line RR. < i
Sept. 14 it was stated that the company may refund its
outstanding $22,388,000 first consolidated mortgage 4%
bonds due July 1, 1952. Probable bidders: Halsey, Stuart
& Co: Inc.; Morgan Stanley & Co.; Kuhn, Loeb & Co.;
The First Boston Corp. Offering expected some time in
November, :

Bing & Bing, Inc. )
Aug, 30 it was reported company is contemplating sale
of additional common stock following approval of
3-for-1 stock split (approved Sept. 5.) Traditional under-
writer: Lehman Brothers.

Canadian Atlantic Oil Co., Ltd.

Aug. 7, it was reported company expects to file in the:

near future a registration statement with the SEC cover-
ing approximately 1,150,000 shares of common ' stock
(par $2), following merger, which will be voted upon
Sept. 4, into Atlantic Oil Co., Ltd. (a subsidiary of
Pacific Petroleums, Ltd.), of Princess Petroleums, Ltd.
(an -affiliate of Pacific Petroleums) and Allied Oil Pro-
ducers, Ltd., the consolidated company to change its
name to Canadian Atlantic Oil Co., Ltd. Underwriters—

.Reynolds & Co. and Bear, Stearns & Co., New York.

Central lllinocis Light Co.’

. Aug. 10, it was reported company plans to issue and sell

about $7,000,000 of first mortgage bonds.  Underwriters
—To be determined by competitive bidding. Probable
bidders: Halsey, Stuart & Co. Inc.; Lehman Brothers;
Morgan Stanley & Co.; Kuhn, Loeb & Co.; Union Secu-
rities Corp.;" Equitable Securities Corp.; Harriman Rip-
ley & Co., Inc.; Merrill Lynch, Pierce, Fenner & Beane.
Proceeds—For new construction and to repay bank loans.
Offering—Expected in September.
: Central Maine Power Co. - )

Sept. 8 it was stated that company plans to issue and
sell hefore Nov. 30, 1951 securities divided about equally

" between bonds and common stock. Underwriters—To be

determined by compsztitive bidding. Probable bidders
for bonds: Halsey, Stuart & Co. Inc.; Coffin & Burr, Inc.
and The First-Boston Corp. (jointly); Merrill Lyr}ch,
Pierce, Fenner & Beane and White, Weld & Co. (joint-
ly); Salomon Bros. & Hutzler; Blyth & Co., Inc. and
Kidder, Peabody & Co. (jointly); Lee Higginson Corp.;
Harriman Ripley & Co. Inc. Bidders for common stock:
Blyth & Co., Inc. and Kidder, Peabody’& Co. (jointly);
Coffin & Burr, Inc.; Harriman Ripley & Co, Inc. Pro-
ceeds—To repay up to $7,500,000 bank loans ‘and for
new construction. Pea T A N b
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% Chicago, Rock Island & Pacific RR. (10/16)
Bids will be received by the company up to noon (CST)
on Oct. 16 at the office of the Ireasurer, Room 1136, La
Salle Street Bldg., Chicago 5, IlL, for the purchase from it
of $5,250,000 equipment trust certificates, series K, to
be dated Nov..1, 1951 and to mature in 30 equal semi-
annual intsalments from May 1, 1952 to Nov. 1, 1966, in-
clusive. Probable bidders: Halsey, Stuart & Co. Inc.;
Salomon Bros. & Hutzler, .
Chicago. & Western Indiana RR.

June 2 it was reported company expects. to be in the
market lat_e this year or early in 1952 with a new issue
of approximately $70,000,000 of first mortgage bonds,
due 1981, of which about $65,000,000 will be sold ini-
tially, Price—Not less than par. Underwriter—To be
determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Morgan Stanley &. Co.; Lee
Higginson Corp.; Harris, Hall & Co. (Inc.); Drexel &
Co.; Kuhn, Loeb & Co. and Salomon Bros. & Hutzler
(jointly); Harriman Ripley & Co.; Inc.; First Boston
Corp.; Lehman Brothers; Paine, Webber, Jackson &
Curtis; Kidder, Peabody & Co. Proceeds—To refund
$49,988,000 of 4% non-callable consolidated first' mort-
gage bonds due July 1, 1952, and to redeem $13,747,000
first and refunding mortgage 4% % bonds, series D, due
Sept. 1, 1962. The remainder will go towards property
improvements, ete. he B . ‘
% Colorado Fuel & Iron Corp.
Sept. 26, Charles Allen, Jr., Chairman, announced that the
company plans to issue and sell $30,000,000 of 4% % first
mortgage bonds due 1972 and $10,000,000 of 15-year de-
bentures. The former issue may be placed privately and
the latter issue offered publicly -through Allen & Co.,
New York. The proceeds are to be used to redeem $14,~
367,500 of outstanding first mortgage 4% bonds and the
remainder used to pay for construction of a new mill at
Pueblo, Colo, Stockholders will vote Nov. 14 on approv-
ing financing program. - . U

Colorado Interstate Gas Co. '
Aug. 20 it was reported that the holdings of the Unio
Securities Corp. group of stock of Colorado Interstate
(531,250 shares) will probably be sold publicly in Octo=
ber or November. s

Commonwealth Edison Co., Chicago, Ill.
Sept. 7 it was announced that consideration is now being
given to offering to common stockholders the right to
subscribe to from 1,500,000 to 1,750,000 shares of con=
vertible "preferred stock (par $25). Stockholders will
vote Oct. 25 on increasing common stock (par $25) from
16,000,000 shares to 24,000,000 shares and on authorizing
5,000,000 shares of preferred stock (par $25). Under-
writers—Glore, Forgan & Co. and The First Bostén
Corp., both of New York. Proceeds—To be used for con-
struction' program. - It is expected that- approximately
$50,000,000 will be needed by the end of ‘1951. ' -

Consolidated Edison Co. of New York, Inc.

March 23 company. applied to New York P, S. Commis-
sion for authority to issue and sell $25,000,000 of firs%
and refunding mortgage bonds, series H, due May 1,
1981 (in addition to $40,000,000 series G bonds filed with
the SEC on March 30). Underwriters—To be determined
by competitive bidding. Probable bidders: Halsey, Stu=
art & Co. Inc.; Morgan Stanley & Co.; The First Boston
Corp.; Merrill Lynch, Pierce, Fenner & Beane and White,
Weld & Co. (jointly). Proceeds—To 'redeem a like
amount of Westchester Lighting Co. 34% general mort=
gage bonds due 1967. Offering—Postponed,
® Consolidated Grocers Corp.
Sept. 21 Nathan Cummings, Chairman, announced com-
pany will undertake financing of $5,000,000 to $10,000,~
000 in connection with plans for expanding output of its
eight divisions. ‘Traditional underwriter: A, C. Allyn &:
Co., Inc., Chicago, Ill. Form or method of financing not
determined as yet. &

Continental Can Co., Inc.
Sept. 13 it was announced that company plans to issue
and sell”$15,000,000 of debentures and to offer stock-
holders rights to subscribe for about 105,000 shares o2
cumulative convertible second preferred stock. Under=
writers—Goldman Sachs & Co. and Lehman Brothers,
both of New York. Proceeds—For expansion program.
Registration—Expected to be filed early in October,

Cott Beverage Corp., New Haven, Conn.
Aug, 22 it was stated that the company plans issuance
and sale of 30,000 shares of preferred stock (par $10),
each share to carry a bonus of common stock. Under~
writer—Ira Haupt & Co., New York. Proceeds—For, ex=
pansion program. T J ' X
Denver & Rio Grande Western RR. 5,

April '12, Wilson McCarthy, President, stated that due
to prevailing market conditions, the company has post=
poned to an undetermined date the taking of bids for
the purchase of $40,000,000 first mortgage bonds to be

- dated May 1, 1951, and to mature on May 1, 1981. Un=

derwriters—To be ‘determined by competitive bidding.
Probable. bidders: Halsey, Stuart & Co. Inc.; Morgan
Stanley & Co.; Kuhn, Loeb & Co. and Bear, Stearns
& Co. (jointly). Proceeds — Together with treasury
funds, to redeem on June 1, 1951, $35,062,200 oustanding
first morigage 3%-4% bonds, series A, and $8,666,900 of
Denver & Salt Lake income mortgage 3%-4% bonds,
both due Jan. 1, 1993.

Derby Gas & Electric Corp.
July 16 corporation received SEC authority to issue and
sell -$900,000 of debentures to mature July 1, 1957
(placed privately -with an' institution) but reserved
jurisdiction over the proposed issuance of approximate-
ly 12,500 additional shares of common stock (latter to be
offered to public pursuant to a negotiated transaction).
To be selected through competitive negotiation. .Prob-=

Continued on page 46
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able bidders: Allen & Co.; Union Securities Corp.; Smith

Ramsay & Co.; Hincks Bros, and Paine, Webber, Jack=

son & Curtis (jointly). Proceeds—To be applied toward
' 1951 construction program. Offering — Expected in

October.

Detroit Edison Co. .

March 19 it was announced company plans to sell ap-

proximately $35,000,000 of first mortgage bonds early

this Fall. Underwriters—To be determined by competi=

tive bidding. Probable bidders: Halsey, Stuart & Co.

Inc.; Coffin & Burr, Inc., and Spencer Trask & Co.

(jointly); Morgan Stanley & Co.; The First Boston Corp.;

Dillon, Read & Co. Inc. Proceeds — For construction

program.

Dobeckmun Co.

Sept. 20 it was stated that company may probably offer
* in November or December 90,000 additional shares of

common stock. Underwrijter—Blyth & Co., Inc. Pro-

ceeds—For expansion, program.

El Paso Natural Gas Co.

Sept. 18 stockholders approved an increase in the au-

thorized first. preferred stock from 100,000 to 300,000
shares, the second preferred stock from 200,000 to
300,000 shares and the common stock from 3,800,000 to
5,000,000 shares; also authorized an increase in the ag-
gregate principal amount of bonds issuable under the
company’s indenture of mortgage, dated June 1, 12?46,
from $157,000,000 to $300,000,00. Traditional Underwriter
—White, Weld & Co., New York. :

Family Finance Corp. :

g:ept. 22 ¥t was announced stockholders will vote Oct. 16
on approving an increase in the authorized common
stock (par $1) from 2,000,000 shares to 2,500,000 shares,
and in the authorized preference stock (par $50) from
150,000 shares to 200,000 shares. The company plans to
sell some of the preference stock which may have a con-
vertible feature. The proceeds will be used to increase
working capital, Traditional underwriters: Merrill Lynch,
Pierce, Fenner & Beane and G. H. Walker & Co.

% Florida Power & Light Co. (11/14) :
Sept. 14 it was stated company expects to issue and sell
$10,000,000 of 30-year first mortgage bonds. Underwriter
—To be determined by competitive bidding, Probable
bidders: Halsey, Stuart & Co. Inc.; Carl M. Loeb,
Rhoades & Co. and Bear, Stearns & Co. (jointly); The
First Boston Corp.; Harriman Ripley & Co., Inc.; Shields
& Co.; White, Weld & Co.; Lehman Brothers. Proceeds—
For new construction and equipment, Bids—Expected to
be received at 12.noon (EST) on Nov, 14. Registration—
Tentatively scheduled for Oct. 10,
. % Goodall-Sanford, Inc.
Oct. 2 stockholders approved creation of 80,000 shares of
convertible preferred stock (par $50) and increased the
authorized common stock to 850,000 shares from 600,000
shares. - It is planned to issue and sell the preferred
shares and up to $3,000,000 of debentures. Underwriter—
Union Securities Corp., and W. C. Langley & Co. Pro-
ceeds — To reduce bank loans, Offering — Expected in
latter part of October, .
Gulf States Utilities' Co. (11/20)
Sept. 22 it-was reported that the company plans to offer
$10,000,000 of first mortgage bonds. Underwriters—To

be determined by competitive bidding. Probable bidders: -

Halsey, Stuart' & Co. Inc.; Kuhn, Loeb & Co. and A. C.
Allyn & Co. Inc. (jointly); Stone & Webster Securities
Corp.; Merrill Lynch, Pierce, Fenner & Beane and White,
Weld & Co. (jointly); Salomon ~Bros. & Hutzler and
Union Securities Corp. (jointly); Lehman Brothers; Carl
M. Loeb, Rhoades & Co. and Lee Higginson Corp, (joint-
ly. Proceeds—To pay off short-term loans and to pro-
vide the company. with funds to carry forward its cur-
rent construction program to the Spring of 1952, at
vyhlch time company expects to undertake “additional
financing, Bids—Expected to be opened on Nov. 20,

Hahn Aviation Products, Inc.
Aug. 24 it Wwas announced company proposes to offer
12,500 additional common stock (par $1), in addition to
17,500 shares recently offered. Underwriter — None,
Proceeds — For engineering, acquisition of machinery
and other corporate purposes. Office—2636 No. Hutchin-
son St., Philadelphia 33, Pa.

Hathaway (C. F.) Co., Waterville, Me.
Aug. 18, it was stated that the company  plans to issue
| and sell 12,000 additional shares of 5.8% preferred stock

(par $25), which will carry warrants entitling the hold- -

ers thereof to purchase. 114 shares of common stock.,
Stockholders will be asked to increase the authorized
number_of shares of preferred stock from 20,000 to 40,-
000. Price—To be named later. Underwriter—Probably
H. M. Payson & Co., Portland, Me. Proceeds—For work-
ing capital. : v
) Illinois Bell Telephone Co. )
June 27 W. V, Kahler, President, announced
company (approximately 99.31% owned by American
Telepk;one & Telegraph Co.) plans issuance and sale,
sometime before the end of the year, of 682,454 addi-
tional shares of capital stock to its stockholders. Under-
writer—None, Proceeds—To repay short-term loans and
for new construction, : :
lntergtate Petroleum Co. "
Sept. 11 it was reported that the sale of 38,433 shares of
c]a_ss B stock has been temporarily postponed. Under-
writer—White, Weld & Co., New York.
Jacobsen Manufacturing Co., Racine, Wis.
Sept. 21 it Wwas stated that company plans'to issue and
eall approxlmatgly 120,000 additional shares of common
stock. Underwriters—A. C, Allyn & Co., Inc. and Shil-
linglaw, Bolger & Co., both of Chicago, I1l. Proceeds—
~ For working capital, ’

that this
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Kansas Gas & Electric Co.

May 24 Murray F. Gill, Chairman of the board, an-

nounced that the company’s present construction pro-
gram calls for expenditures of more than $8,000,000 in
1951.: To finance part of the expansion program, coms=
pany may sell $5,000,000 of first mortgage bonds. Und_er-
writers—To be determined by competitive bidding.
Probable ‘bidders: Halsey, Stuart &. Co. Inc.; Union
Securities Corp.; Merrill Lynch, Pierce, Fenner & Beane

and Kidder, Peabody & Co. (jointly). There is a pos- -

sibility that company may also decide to refund its
outstanding $16,000,000 first mortgage 3% % bonds due
1970 (held by a group of insurance companies) and
$5,000,000 first mortgage 3% % bonds due 1978.
Lehmann (J. M.) Co. (N. J,) -
Sept. 1 it was reported that the Office of Alien Property
expects to call for bids in October on all of the out-
standing stock of this corporation. '
Long Island Lighting Co. (11/1)

Sept. 20 it was announced the company plans to offer ,

common stockholders rights to subscribe to 524,949 addi-
tional common shares in ratio of one new share for each
seven shares held. It is anticipated that the subscription
period will start around Nov, 1. Price—To be decided
later. Underwriters — Blyth & Co., Inc. and The First
Boston Corp. Proceeds — To repay bank loans and for
property expansion. Meeting—Stockholders on Oct. 22
will vote on approving proposed financing.
Long Island Lighting Co.

Sept. 20 it was announced the company plans, at the time
of the common stock offering (see above), to sell ap-
proximately $10,000,000 of preferred stock and to follow
this with the sale of about $25,000,000 of first mortgage
bonds. Underwriters—To be determined by competitive

bidding. Probable bidders for preferred: Blyth & Co,, Inc.; -

Kidder, Peabody & Co.; Harriman Ripley & Co., Inc.;
Smith, Barney & Co.; W. C. Langley & Co. and Glore,
Forgan & Co. (jointly). Probable bidders for bonds:
Halsey, Stuart & Co. Inc.; Blyth -& Co,, Inc.; Lehman
Brothers; Kidder, Peabody & Co.; The First Boston
Corp.; Equitable Securities Corp.; Union Securities Corp.;
White, Weld & Co. Proceeds—To retire approximately
$14,500,000 of long term debt of former securities, to
repay bank loans and for construction program. Meeting
—Stockholders will vote Oct. 22 to approve financing,
Louisville & Nashville RR. (10/4)

Bids will be received by the company at 71 Broadway,
New York, N. Y., up to 11 a.m. (EST) on Oct. 4 for the
purchase from it of $7,800,000 equipment trust certifi-
cates, series K, to he dated Sept. 15, 1951 and to mature
in 15 equal annual jnstalments to and including Sept. 15,
1966, Probable bidders: Halsey, Stuart & Co. Inc.; The
Hanover Bank; Salomon Bros. & Hutzler; The Chase
National Bank of the City of New: York; Harriman Rip-~
ley & Co,, Inc.; Lazard Freres & Co. e :

McKesson & Robbins, Inc. ‘

May 24 it was announced stockholders will yote Oct. 23
on a’proposal to increase authorized common stock by
500,000 shares to 2,500,000 shares in order to provide for
a probable offering of additional stock to common stock-
holders. Probable underwriter: Goldman, Sachs & Co.,
New York. Proceeds will be added to working capital.

Mengel Co.
Aug. 10, Alvan A. Voit, President, stated that the com-
pany plans to spend from $15,000,000 to $20,000,000 for
expansion, but that plans for financing have not yet
beeé'l completed. Traditional underwriter—F. S, Moseley
& Co. P
® Muhlens (Ferd.), Inc., N. Y, (10/25)
Bids will be received at the Office of Alien Property,
Department of Commerce, 120 Broadway, New York 5,
N. Y., by 1:30 p.m. (EST) on Oct. 25 for the purchase
from The Attorney General of the United -States of 1,000
shares of capital stock (no par) at public sale, as an
entirety. These shares constitute 100% of the issued and
outstanding stock. -

New England: Power Co. \
Sept. 6°it was reported that company plans to sell abou
50,000 shares of preferred stock this Fall. Underwriters—
To be determined by competitive bidding. Probable bid-
ders: Lehman Brothers; Equitable Securities Corp. and
Carl M. Loeb, Rhoades & Co. (jointly); The First Boston
Corp.; Merill Lynch, Pierce, Fenner & Beane; Kidder,
Peabody & Co.; The First Boston Corp.; W.. C. Langley
& Co.; Harriman Ripley & Co.; Inc. Proceeds—To repay
bank loans and for construction program. .

New York Telephone Co. ' 5 :
Sept. 10 the company announced it plans to raise next
year about $100,000,000 from new financing for its con-
struction program, Probable bidders for bonds: Halsey,
Stuart & Co. Inc.; Morgan Stanley & Co.

Ohio Edison Co. :
Sept. 26 the Bankers Trust Co., New York, as distribu-
tion agent for the common stock of The Commonwealth
& Southern Corp., intends to sell not more than 21,850
shares of common stock .of Ohio Edison Co. - Probable

-bidders: Merrill Lynch, Pierce, Fenner & Beane and

Kidder, Peabody & Co. (jointly); Lehman Brothers and
Bear, Stearns & Co. (jointly); Morgan® Stanley & Co.;

-The-First Boston Corp.

% Pacific Gas & Electric Co. (10/22-27) ;
Sept. 19 the directors authorized the issuance and sale
of 1,500,000 shares.of redeemable first preferred stock

- (par $25). Price—To be announced later. Underwriter

—Blyth & Co., Inc. Proceeds—To finance in part the
company’s expansion program. Offering—Expected week
of Oct. 22. .

% Pacific Power & Light Co.

June 29 it was announced company plans issuance and

sale of $15,000,000 of mortgage bonds in the early part
of 1952, Underwriters—To be determined by competitive

" vertibility into common stock. The

100,000 shares of convertible preferred stock

bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Blair, Rollins & Co, Inc. and Carl M. Loeb, Rhoades .&
Co. (jointly); Lehman Brothers; W. C. Langley & Co.
and The First Boston Corp. (jointly); Union Securities
Corp.; Kidder, Peabody & Co.; Blyth and Co., Inc., White,
Weld & Co. and Harris, Hall & Co., Inc. (jointly). Pro-
ceeds—To repay bank loans and for new constructipn
(latter estimated to cost $26,450,000). Company has,a
revolving bank credit of $16,000,000, '

Pacific Telephone & Telegraph Co. (11/20) ..
Aug. 15 it was announced company-plans to issue and
sell $30,000,000 of 30-year debentures and 633,274 addi-
tional shares of common stock at par ($100 per share)
to present stockholders at rate of one new share for each
nine shares held. Probable bidders for debentures: Hal-
sey, Stuart & Co. Inc.: Morgan Stanley & Co.; Lehman
Brothers and Union Securities Corp. (jointly); White,
Weld & Co. Proceeds will be used to repay bank loans
and for expansion program. Bids—Expected to be re-
ceived on Nov. 20. )

Parkersburg Rig & Reel Co. . ;
Aug. 1 A. Sidney Knowles, Chairman and President, an-
nounced that the directors have approved in principle a
plan to offer a modest amount (not exceeding $300,000)
of common stock for subscription by common stockhold-
ers. This may involve the issuance of 24,700 additional
shares on a one-for-eight basis, There are presently out-
standing 197,600 shares of $1 par value, Probable Under- °
writer—H. M. Byllesby & Co., Chicago, Ill Proceeds— .

" For working capital,

Penn Electric Switch Co., Goshen, ind. i
Sept. 21 it was reported that company plans to issue and
sell 100,000 additional shares of common -stock. Under=
writer—F. S, Moseley & Co., Boston, Mass. Proceeds—
For expansion program and working capital. 2

Pennsylvania Water & Power Co.

- July 25, stockholders approved issuance of 78,507 shares
. of cumulative preferred stock (par $100). Proceeds will

be used for expansion program, " 3
Aug. 7, it was reported company may issue and sell
$8,000,000 to $10,000,000 of first mortgage bonds. Prob-
able bidders may include: Halsey, Stuart & Co. Ine.;
Lehman Brothers; White, Weld & Co. Proceeds wi]l be
used for expansion program. Financing not considered
imminent, < .
® Philadelphia Electric Co. : ; L
Sept. 30 company announced that about $200,000,000 wjll
have to be raised through the sale of additional secur-
ities, spaced at intervals, and in amounts which will
permit ready absorption by the investment market.. The '’

.overall construction program has already cost $217,000,-
000, and will require expenditures of about $365,000,000

more in the years 1951 to 1956.

® Public Service Co. of New Hampshire s
Sept. 25, it was reported company may issue‘ and sell
late in November $4,000,000 to $5,000,000 additional com-

_mon stock. Probable bidders: Kidder, Peabody & Co.

?nd Blyth & Co., Inc. (jointly); Harriman-Ripley & Co.
ne, : X
Public Service Co. of North Carolina, Inc. i
July 12 it was announced company plans to issue and
sell several million dollars of first mortgage bonds -in
the Fall. In July last year; $1,200,000 of bonds were

_placed privately with two institutional investors.

Rochester Gas & Electric Corp. : :
Aug, 1.it was announced that company expects to issue
$5,000,000 additional first mortgage bonds and additional
debt securities or preferred or common stocks, bank
borrowings, or some combination thereof, in connection

. with its.construction program. The method of obtaining

such additional cash requirement has not been detef-
mined. - Previous bond financing was done privately.

“July 18, it was reported that the company expects to
raise money through the sale of some preferred stock

later this year, Underwriter—Probably The First Bostqn
Corp., New York, Proceeds—To finance, in.part, a $10,-

*000,000 construction program the company has budgeted

for the next two years. oy . )

Ryan Aeronautical Co., San Diego, Calif. :
Aug. 4 it was announced company plans to increage
its authorized ' capital stock (par $1) from 500,000 to
2,000,000 shares in order to place it in.a position to

- do appropriate financing of some form of its own securi-
“ties if and when advantageous to the company.  The ney
financing may take the form of a general offering for

sale to the public or granting of rights to Stockholders; |
or the reservation for conversion of -long-term indebf- .
edness which could be issued with provision for cop-
1 company presentl:
has outstanding 439,193 shares of capital stock, of whig’
45,350 ‘shares are held by the wholly ‘owned subsidiary b
Ryan School of Aeronautics, ’ Fo 23
Schering Corp. o

“Oct 3 it ‘was reported that the sale of the company’s enst

tire common stock _issue (440,000 shares) was not ex-
bected for at least two months, The sale will be made "

-to the highest bidder by the Office of Alien Propert
-Prquble bic!ders: A. G. Becker & Co. (Inc.), Uniolrjl Sg-.
jcuntl'es Corp. am:l Ladenburg, Thalmann & Co. (jointly): .
“Merrill Lynch, Pierce, Fenner & Beane; Kidder, Peabod’g;

& Co.; F. Eberstadt & Co.; Allen & Co.; new compan
formed by United States & Intérnational Securities C%rp?: !

-Dillon, Read & Co.; F. S. Moseley & Co.; Riter & Co. = °

% Shellmar- Products Corp. (10/22-27) :
Sept. 20 it was stated company plans ‘to issue and- sell
I (par $50). -
Underwriter—Glore, Forgan & Co., New York. :
South Jersey Gas Co. =%
April 24 Earl Smith, President, announced company '
plans a bond issue of more than $8,000,000 by fall of
this year. Underwriters—May be determined by com- -
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/Probable bidders: Helsey, Stuart &
n Brothers; Blyth & Co., Inc. Proceeds—
presently outstand.mg $4 000,000 of 4% %

yle

pefitive bidding
o. Inc.; Leh ﬁﬂ
Q refund,f e

first mortgage bonds and repay outstandmg short-term °

anx notes which are due betore the end of the year.
~.Southern California Edison Co.

Aug. 29 it was announced company may have to raise
approximately - $49,900,000. . more through- additional fi-
nancing to take care of its 1951-1952 construction pro-
gram. .Probable bidders for bonds: Halsey, Stuart & Co.
Inc.; Kuhn, Loeb & Co.; Blyth & Co., Inc.; The First
Boston Corp. and Harris, Hall & Co., Inc, (jointly). These
bankers bid for the $30,000,000 isstie of 3% % first and
refunding mortgage bonds which were sold last week.
The nature, amounts and timing of the new financing
cannot now be determined, and will depend in part on
market conditions existing from time to time and may
lnclude temporary bank loans: - ol

‘Southern California Gas Co.
April 4, the company indicated it would this year be in
the market with' $18,000,000 of senior securities. Prob-
able bidders: Halsey, Stuart & Co. Inc,; Blyth & Co.,
Inc.; "White, Weld - & - Co.; Lehman Brothers; Merrill
Lynch, Pierce, Fenner- & Beane and Harris, Hall & Co.
(Inc ) (jointly).. Offering—Expected in the Fall.
‘Southern Co. '/
Sépt. 26 ‘it was announced' that Bankers .Trust Co., as
distribution agent for the common stockholders of The
Commonwealth -& Southern Corp., intends to sell in the
néar future, at competitive bidding, not more than 127,-
206 shares of: Southern Co. common stock. .Probable
bidders: Lehman.Brothers; Morgan Stanley & Co., Kid-
der, Peabody & Co. and Merrill Lynch, Pierce, Fenner &
Beane (jointly); Harriman' Ripley & Co. Inc.; Union Se-
curities Corp.-'and Equxtable Securities Corp (jointly);
BIyth & Co., Ine.
“Southern Natural Gas Co.

July 31 it:-was ‘announced ‘company, has flled an applicas
tibn “with- FPC for permlsslon to construct additional
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proximetely $9,187,000 is ‘expected to be spent in 1951.
Sept. 13 ‘company announced it plans to offer to common
stockholders of record about Oct. 4 the right to sub-
s¢fibe for additional common stock at rate of one share

.~for each 10 shares held; rights to expire Oct. 23. Price

$8.50 per share.

Sylvania Electric Products, Inc.
Sept. 18 ‘it was reported company is considering about
$40,000,000 of new financing to consist of bonds and a
convertible issue. Underwriter—Paine, Webber, Jackson
& Curtis.
% Texas Ut|I|t|es Co. ‘
Sept. 24 it was reported company may issue and sell
around 400,000 additional shares of common stock early
in 1952, Probable- bidders: The First Boston -Corp. and
Blyth & Co., Inc. (jointly); Union Securities Corp.;
Lehman Brothers and Bear, Stearns & Co. (jointly);
Goldman, Sachs & Co. and Harriman Ripley & Co. Inc.
(jointly); Kidder, Peabody & Co. and Merrill Lynch,.
Pierce, Fenner & Beane (jointly).

Tide Water Power Co.
Sept. 17 it was reported company has apphed to the
North Carolina Utilities Commission for. permission to
borrow $1,500,000 on 3% notes. These notes would be
refunded through the sale of common or preferred stock.
Traditional underwriters: Union Securities Corp. and
W. C. Langley & Co., New York. Proceeds from notes to’
be used to pay for constructlon costs.

United Gas Corp.

-Aug. 1, N. C. McGowan, President, announced that “it

will be necessary to arrange for an addmonal $50,000,000

. to complete the total financing, and it is presently antici-

pated this will be done by the sale of first mortgage and
collateral trust bonds during the latter part of the year.”
Underwnters—To be determined by competitive bidding.
Bidders for an issue of like amount sold on July 24 were
Halsey, Stuart & Co. Inc.; Morgan Stanley & Co., White,
Weld & Co. and Equltable Securities Corp. (101ntly),
The First Boston Corp;; Harriman Ripley & Co., Inc., and
Goldman, Sachs & Co. (jointly). Proceeds—For expan-
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sion program of United Gas System and for other corpo-
rate purposes.

Virginia Electric & Power Co. (12/10) '
Sept. 25, Jack G. Holtzclaw, President, announced the
company proposes to issue and sell $20 000,000 of first
and refunding mortgage bonds. Underwnter—To be de-
termined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Salomon Bros, & Hutzler;
Stone & Webster Securxtles Corp.; Union Securities
Corp.;- White, Weld & Co. Proceeds—For construction
poglf(;n Bxds—Expected to be opened on or about

ec. 10,

Western Pacific RR. Co. (10/9) ‘

Sept. 19 the RFC invited bids for the purchase from it
of 17,778 shares of 5% participating preferred stock (par
$100) Probable bidders may include: Bear, Stearns &
Co.; and Hornblower & Weeks, White, Weld & Co., Mer-
rill Lynch, Pierce, Fenner & 'Beane and Stein Br05. &
Boyce (jointly). Bids—To be received by the RFC on
Oct. 9 at 143 Liberty Street,’ New York 6, N. Y., or 811
Vermont Avenue, N. W., Washington 25, D, C,

® Westinghouse Electric Corp.

Sept. 26, it was announced stockholders will vote Dec, 14
on increasing authorized - indebtedness to $500,000,000
from $150,000,000-in connection with a $296,000,000 ex-
pansion program. Company plans sale of debt secu-
rities the type and amount of which are undermined
(may be private). Traditional underwrxter. Kuhn, Loeb
& Co., New York.

Wisconsin Public Servicé Corp.
Sept. 4 C. E. Kohlepp, President, announced company
plans to build-a $12,000,000 steam turbine power plant
in Marathon County, Wis. Method of permanent financ-
ing has not yet been determined. If bonds, probable

bidders may include: Halsey, Stuart & Co. Inc.; The

- First- Boston Corp.; Harris, Hall & Co. (Inc.); Kidder,

Peabody & Co.; Carl M. Loeb, Rhoades & Co.; Salomon
Bros. & Hutzler; Union Securities Corp.; Merrill Lynch,

facilities. to- cost an estimated $13,641,000, o_f which -ap-

Pierce, Fenner & Beane; Shields & Co.

Reporter S
Report

]

Wxth the Treasury, list 'showing’
sxgns of “levelling” off” -after.its

recent slide. which :carried long
bonds down'1 to 1% points, senti-
ment in the new: issue market ap-
pears” a . trifle "better at’ the
moment, ;

ngh grade corporates
easing with the government’ list,
behayed.. relatively - better - with
the exception of. one or two re-

cent and, accordmgly, unseasoned

lSSLIES 2

‘But the upshot of events during

the ' last  fortnight has been to
render. institutional buyers even
more wary  and *cautious than
they had been for a lengthy
‘peripd.

However, 1t was mdlcated that
new issues’ reachmg ‘market this
week encountered good reception

with-demand seemingly more '’

than brisk for the  highly: rated
utility: bonds jnvolved.

_Observers “ascribed this seem-
mgly contradictory set of facts-to
an-unusual ‘twist in the character
of buying which made its appear-»
ance.’

They reported a  well- defmed
shlft in the sources of demand for
new securities with: pension furids
and state investment funds pro-
viding ‘the chief outlets. In the
case -of the latter funds, it was
noted that the bulk of such buy-

ing was for the account of state.

fnnds in the Pacific northwest...
Meantime .banking houses were

preparing for:a fairly busy -period-

next week, with the following

the new 1ssue pot boumg

“Next Week’s Calendar e

The week ahead holds the pros= e
pects of a busy. period-with a '~

goodly- assortment ‘of new financ-
-ing scheduled to reach the public
offering stage.-

" Monday will bring to market
$15,000,000 of new debentures of
it the Warren Petroleum Corp., a
4 negotiated. deal, and there is also

'.Arkansas

while-

345,000 shares of common stock
of Public Service Co.. of Indiana,
Inc. on “rlghts" set for the same
day

On - Tuesday three companies

A -will-have “securities - up for bids

including-  $8,000,000 bonds for
Power & Light Co.;
$10,000,000 bonds for Associated
Telephone Co. Ltd., and $5,000,000
bonds and 30,000 shares of pre-
ferred * stock - for Pennsylvania
Electric.

.‘Another deal on schedule that

day involves 216,694 shares of
common stock of Stix, Baer &
Fuller by way of the negotiated
route.

Friday is slated to bring offer-
ing of 94,064 shares of common
stock of Sundstrand Machine Tool
Co., but since.Friday- is:a-holiday
it was considered - possible that
operation would .be put forward
to Monday (Oct. 8)

‘Plenty of Bids

Investment bankers still are not
‘keen for competitive bidding as a
medium of financing. But they
Jhave-to-live and when the “right-
sized”-"deals ‘come’ along ‘there is
‘plenty ‘of competition, as witness

‘Tuesday’s ‘bidding for two utility -

loans of $15,000,000 each.

Idaho Power Co.’s issue brought
out a total of seven group bids
the highest for 100.86, specifying

a 3% % coupon. The bid of the
‘runners up was 100.71 1nd1cat1ng
only a‘'nominal cover by the win-

‘ning - -group which projected  a
‘reoffering price of 1011 to yield

3.16%.
brisk. :
Public Serv1ce of Colorado’s is-
sue met a barrage of eight bids,

Inquiry was reported

~Fifty Cents (8$4.50)

the highest at 101.639 for a 3% %
with the second best bid 100.81999
for the same rate. Reoffering here
was set at. ' 101.931 to-yield 3.15%
and again -good' inquiry was in-
dicated.

- Celanese Registeré

Another big piece of financing
was - projected  into - the picture
when Celanese Corp. of -America
registered with the Securities and
Exchange . Commission this week
to cover - $50,000,000. of 25-year
sinking fund debentures.

DIVIDEND NOTICES
AMERICAN
CAN COMPANY

COMMON STOCK

On September 25, 1951 a quarterly dividend
of One Dollar per "share was declared on the
Common Stock of this Company, payable No-
vember 15, 1951  to Stockholders of record at
the close-of business October 25, 1951, Transfer
books will remain open. Checks will be mailed.

EDMUND HOFFMAN, Secretary

THE ATCHISON, TOPLKA AND
SANTA FE RAILWAY COMPANY
New York, N. Y., September 25, 1951

The Board of Dhectors has this day de-
clared @ quarterly dividend of One Dollar
($1.00) per share, being Dividend No, 155, en
the Common Camtal Stock of the Comp‘mv
and an extra dividend of Fifty Cents = ($.50)
per share on the.Common Capital Stock of the
Company, both payable December 8, 1951, to
holders of said Common Capital Stock  regis-
tered -on .the bocks of the Company at ihe
close of - business October 19, 1951.

This declaration’ plus
this year makes a tota Four Dollars and
T share on the basis of
ihe ‘new sv,cocli tw‘snl ng from the split effec-
tive ‘August 1s

Dividend checks will be mailed to holders of
Common Capital Stock who have filed suitable
orders therefor at this offic

D. C. WILSON, Assixtant ‘Treasurer.,
120 Broadway, New York 5, N. Y.

levk)'us dividends paid |

Details will be filed by amend-
ment and the proceeds will be ap-
plied to redemption of $19,750,000
of 2349 serial notes due 1953 to
1958 and for general purposes.

“This , issue  will  be handled
through direct negotiation and the
company’s selected bankers al-

DIVIDEND NOTICES

DIVIDEND NOTICE

AMERICAN-MARIETTA

€C O MPANYY

The Board of Directors has declared the follows
ing quarterly dividends:
32nd Consecutive Common Dividend

A dividend of 50¢ per share on the Common
Stock, payable November 1, 1951 to Stockholders
of record October 19, 1951.
. 32nd Consecutive Preferred Dividend
A dividend of $1.25 per share on the Preferred
Stock, payable November 1,1951 to Stockholders
of record October 19, 1951.
H. J. HEMINGWAY
President

PAINTS « CHEMICALS » METAL POWDERS
ADHESIVES * RESINS ¢ BUILDING PRODUCTS

JOHN MORRELL & CO.
DIVIDEND NO. 89

A dividend of Twelve
and One-Half Cents
($0.125) per share on
the capital stock of
John Morrell & Co.
will be paid Oct. 30,1951, to stock-
holders of record Oct. 10, 1951, as
shown on the books of the Company.

Ottumwa, lowa George A, Morrell, V, P, & Treas,

LEE Rubber &
‘Tire CORPORATION

week ngmg promise-‘of-keeping .-

September 27, 1951
REPUBLIC RUBBER DIVISION’ '
Youngstown, Ohio, Industrial Rubber Products

The Board of Directors has this day declared a regular quarterly:

dividend of 75¢ per share and an extra dividend of $1.50 per

share on the outstanding capital stock of the Corporation payable

October 30, 1951, to stockholders of record at the close of business
- October 15, 1951. Books will not be. closed.

A. S. POUCHOT *
Treasurer

LEE TIRE & RUBBER COMPANY OF NEW YORK,- INC

Conshohocken, Pc Lee T:resj:nd Tubes

+—

/

NATIONAL DISTILLERS

PRODUCTS
CORPORATION

DIVIDEND NOTICE

The Board of Directors has de-
clared @ quarterly dividend of
50c per share on the outstand-
ing Common Stock, payable on
November 1, 1951, to stockhold-
ers of record on October 11,
1951. The transfer books will not

ez THOS. A. CLARK
. Sept. 27, 1951, Treasurer

will be mailed

ready are making preparations for
its marketing. ‘

DIVIDEND NOTICES

TECHNICOLOR, Ine.

The Board of Directors has de-
clared a dividend of fifty cents
(50c) a share on the Capital
Stock of the Company, payable
October 22, 1951," to stock-
| holders of record at the close
of business October 10, 1951.

L. G. CLARK, Treasurer
September 26, 1951

'VANADIUM CORPORATION

420 Lexington Avenue, New York 17
Dividend Notice

At a meeting of the Board of Director:
held today. a dividend of sixty cents per
share was declared on the common stock
of the Corporation, payable November 18,
1951, to stockholders of record at 3:00
o’clock- p.m., November 5, 1951. - Checks

B. 0. BRAND, Secretary.
‘Dated September 24, 1351.

...0.....0..

PACIFIC
FINANCE CORPORATION

DIVIDEND NOTICE

On September 26, 1951, the
-Board of Directors declared
regular quarterly dividends
on Preferred Stock of this
corporation, payable to
stockholders of record Octo-
ber 15, 1951, as follows:

Date Rate
Pay- Per
able share
Preferred Stock -
$100 par valu,
5% Senes 11-1-51 $1.25
5% Sin .
Fund Senes 11-1-51 $1.25
Preferred Stock,
$25 par value
$1.25 Sinking
fund Sevies 11-151 $0.31%

B i

B. C. REYNOLDS, Secretary

.s......_..........'_..’.!........ LR P
.‘.........‘..._‘.....‘...'..... ...‘
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A Washington . ..
mnsmre And You

WASHINTON, D. C.—This may
not be man-bites-dog calibre news,
But it is at least as good as a
small timid cat chasing a big
wvicious dog.

Ordinarily a new, regular, and

growing Federal enterprise, ex-
cept for a few big things like
“Social Security,” gets insinuated
on, the Treasury’s books ‘some-
thing in this manner: ;
" A “simple, non-controversial”
bill proposing a. new program is
brought in. Its. expense to 'ghe
*Treasury is virtually nil. It in-
wolves, say, only '‘a government
guaranty of a loan, and of course
it will be self-supporting. No-
body opposes it. Itis a perfectly
natural development, and it solves
a major crying social -need—at
Jeast that is the line tagken by the
bill’s proponents.

Then it is usually brought up
wunder either unanimous consent
or. under circumstances suggest-
ing no record vote. Glowing ex-
planations ‘are made of the bill.
*I'he overwhelming majority of the
¥ouse ‘doesn’t understand any of
its implications and, assured it
will cost next to nothing and step
on no one’s toes, the House .or
Senate adopts it,

Much of the history of the $70
billion and rising government is
steeped in just. this pattern, as
when ‘a  few  weeks ago ‘the
“Farmers Home Administration”
farm mortgage “insurance’ (insur-
ance- in disguise) lending program
‘was ennobled, o

Then, once a little program has
¥reen shoe-horned in on the books,
it is expanded in its operations
and its real or contingent lia-
‘Nilities to the Federal taxpayer
are boosted many-fold, year after
vear, by broadening or “technical”
zmendments—few of which hit
@ven the patent medicine pages of
the papers in the pr*ovinces.

* * .

. One of these supposedly inno-
cent little enterprises mentioned
in this column last week, has been
schemed by the House Committee
on Agriculture for some time. The
same, incidentally, which is build-
ing up the “FHA” of the Depart-
xent of Agriculture into a full-
blown - scheme whereby eventu-
ally the government will be put-
ting out hundreds upon hundreds
of millions of dollars to take over
“insured” farm mortgages running
for 40 years.

The" latest ‘enterprise’ ‘'merely
provides that, without cost, of
course, to you taxpayers, the gov-
ernment will guarantee (at first)
‘wp to only $100 millions of loans
4o put up gigantic fresh fruits and
wegetable markets in any of ‘the
Pig metropolitan cities which will
¥ave them.

. There is a not so little cubicle
within the Department, called the
“Agricultural Marketing Research
Division,” which has been paid to
worry for several years about the
eongested conditions of the fresh
f£ruits and vegetable markets in
the big cities. The taxpayers’ in-
westment in the division is re-
sponsible for the $100 million
fresh fruits and vegetable mar-'
¥ets bill. -

The horrible situation exists
that many metropolitan area mar-
Xets are in fact crowded. There
are delays in marketing. The con-
gestion of trucks on streets holds
wp traffic. Farmers are forced to
wait their turn. The small spaces

mean that there is a waste of .

labor in handling and cartage.
¥ood spoils, sometimes can’'t even
be sold. i o

What the committee fails to
wmake clear is that the cities and
#nterests concerned do not seem’

igitized for FRASER
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to want to remedy this devilish
situation, The city governments do
not want this valuable real es-
tate reduced to a less lucrative
tax producer. The owners of the
real estate do not want the prop-
erty to lose its high rental value.
Organized labor, likewise, does
not want the fruits and vegetables
market moved to the suburbs
where they can be spacious and
commodious, and where easier
handling facilities might cut down
on the employment of union Iaber,

So the remedy, of course, is-a
Federal program ' to make the
cities, by the lure of easy money,
do what they don’t want to do.

If one were to read the glowing
report of the Committee on Agri-
culture, with its failure to note
that -anybody opposed the fresh
fruits and vegetables bill, he
would be surprised that a citizen,
a gentleman, or a non-wife beater,
coluld possibly dare to oppose the
bill, /

“Just - incidentally, these loans
would be geared so that none of
these private enterprise for prof-
its boys could get them, They
would be sluiced to municipalities
and non-profit. cooperatives. And
also, incidentally, the wise old De=
partment of Agriculture would
have its hand in these things at
all times to see that they were
built and operated just right.

Now in the 81st Congress this
thing passed after a too facile ex-
planation without a record vote
and, of course, according to the
House committee report of this

year, it only failed to get through "

the Senate because the Senate was
too busy to get around to it.

In this case the timid little cat
chased the big vicious dog, as it
were, Whereas it looked like the
usual set-up ‘with a non-record
vote passage after the customary
facile explanation, some of the
boys in the House got suspicious.
One member wanted to know why

the metropolitan ‘area milk-shed,"

government-protected  milk mo-
nbpoly couldn’t be broken through
this device, Several others wanted
to know why the government
should sponsor another big con-
struction program while materials
were. tight, Others wanted to
know, unconvinced of its supposed
lack of cost to the Treasury, why
the government 'should be spend-
ing the money.

So the thing, to the surprise of
all, was killed by a record vote.
* * #

All the relief you will get from
overlapping Federal, state * and
local taxation because the House
“directed” a study to be made on
that subject, you will be able to
put in your eye with no impair-

‘inent of vision whatever,

What happened was that an ar-
dent and earnest young fellow,
Rep. Henry J. Latham.  (Rep.,
N.Y.), proposed that a “select” or
special committee of five members
Le set up to investigate and study
the subject of overlapping and du-
plicating taxation by Federal,
state, and local governments. The
special committee was supposed
to come up with a set of recom-
mendations by the end of the 82nd
Congress, or by January 1953.

This proposal came up for a
hearing before the Rules Commit-

tee of the House, because of the .

‘quirk that the Rules Committee
must approve all ‘investigations.
When the hearing was opened

there was a solid phalanx of oppo- |

sition from the members of the
House taxing, or Ways and Means
committee. When somebody pro-
poses to go sniffing into another,
committee’s back yard, then the
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“l suppose you're getting anxious to clean up now,
eh, Mrs. Mulligan?”’

committee becomes THE commit-
tee and all distinctions between
Democrats and Republicans van-
ish. They are-.all loyal members

‘of the Ways and Means commit-
tee -when threatened with even-

the mildest encroachment upon
their preserve, 3 )

Mr. Latham timidly answered
the W&M storm of protest that
double taxation was their baby
with the plaintive observation that
they hadn’t noticeably done any-
thing about it. Mr. Latham even
was willing to confine the scope
of the study to the problem mere~
Iy of trying to provide unified tax
administration and collection, so
business men and individuals
would not have to fill out forms
for two or three taxing bodies,
have their books subject to check-
ing from inspectors from two or
three levels of government,

So the rule originally proposed
by Mr, Latham was amended to

provide that the study should be -

made by the Ways and Means
committee,

In such a bobtailed form the
resolution was adopted - by . the
committee and, the next day, by
the House.

Members of the Ways and
Means committee asserted that the
basic problem of duplicating and
overlapping taxation was the
problem of too much taxation,
that it would be quite impossible
for the Federal government to get
out of entire tax fields while gov-
ernment ‘expenditure, and hence
the need for taxes, was on the rise.

The same is true, they said, for
state. governments., Furthermore,
committee members noted, they

have had a proposal for raising
taxes almost every year  since
Caeser was a pup, leastways since
Democrats began their long tenure
over the affairs of the Federal
government.:

So the House has “directed”
the' Ways and Means committee
to make an  “investigation” of
eliminating overlapping state,
Federal, andylocal taxation; the
House, by adoPting this proposal,
has made a pious declaration that
something should be done about -
this difficult problem. If it had
not- been for the fact that Rep.
Latham was a member of the
Rules - committee, the proposal
would not have passed in any
form.

The net effect will be that the
House Ways and Means commit-

tee will probably hire some tax

professor to make a - study of
overlapping  taxation.  'This pro-
fessor ‘will get about $11,400 per
annum for a year and two or three
months, and distinction thereafter
in the ivy hall league. At the end
of that time he will write a re-
port. The report will get a half
a column in some of the metro-
politan. -dailies,, provided the
Budget, the Economic Report, or
the war of the moment doees not
crowd it out of the newspapers.-

§ ] % W

Can’t say whether the Rules
committee will OK' having the
House pass on the proposition of
authorizing its .Banking commit-
tee to make a very serious investi-
gation in foreign countries of sub-
jects coming under its jurisdiction.

Can’t say, either, what the com-
mittee will investigate in foreign

FIRM TRADING MARKETS

FOREIGN SECURITIES

CARL ]VJARES & (0. INC,
"~ FOREIGN SECURITIES SPECIALISTS

.NEW YORK 4, N. Y. -
TEL. HANOVER 2-0050.. . TELETYPE: NY 1-971

50 BROAD STREET..

countries, for the committee hasn’t
really come around to figuring it |
out. v . o T
Can say, however, how ' this *
proposed foreign investigation
came about. ' "
Several members of the House |
Banking committee noted with ac-
curacy that the committee has, -
unlike ‘most - Congressional . com~ -,
mittees, failed to take advantage
of the Legislative Reorganization
Act’s provision to grace its staff
with a. whole flock of $10,000 and '
over “experts.” i1
Likewise these several members
also observed with accuracy that
the committee has been about the
least junketingist committee of
Congress. ;

That establishes their record for

‘being good boys.

Now' good boys know that next
year, being tough, will mean they,
need a rest and foreign travel,
to win these elections. And home
for three months in these times is
something worse than Sherman
described. ) ]

So they figured it was time to -
shake the contingent fund Kkitty,
of the House and go to Europe.
Their tentative excuse it to in=
vestigate Export-Import ‘bank -
Ioans, Assured..it would be a
iriendly and not. a rigorous in=
vestigation, the E-I bank had to be
enthusiastic. e 4

The situation. was described in
open hearing by a member of the
Rules committee who asked the
Chairman of the Banking com-
mittee, “Can’t you fellows arrange
to take at least a couple of us
members of the Rules committee
to Paris, too?” £ T

(This column is intended.to res -
flect the “behind the scene” inter<
pretation from the nation’s Capital
and may or may not coincide with
the “Chronicle’s” own views.)

Charles Hazlewood With .
W. C. Langley & Co.

W. C. Langley & Co., 115 Broad-
way, New York City, members of
the New York Stock Exchange,
announce that Charles F. Hazle-
wood -has become associated with
the firm,

First California Adds
(Special to THe FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—Russell °
E. Carson is now affiliated with
First California Company, 647
South Spring .Street.

P TIR
Large Appreciation Potential
WE SUGGEST

RIVERSIDE CEMENT C0. {

- CLASS B (common): STOCK"

A leading’ producer of cement
" in fast-growing  Southern

California.

Analysis of this Company and

a review of ‘the Cement Indus-

try available on request.

Selling under. $14.00
LERNER & CO.

) Investment Securities
10 Post Office Square, Boston 9, Mass.
Tel. HUbbard 2-1990

“Allied Electric“Proclu'c.ts :
Kingwood Oil
Standard Cable -
‘Texas Engineering & Mfg.

Hill, Thompson & Co., Inc.
Trading Departt;nent

WALL STREET, N. Y.5

70
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