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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.
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“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.
writers only in s
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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,
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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,

(1259) 15

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




16 (1260)

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
p://fraser.stlouisfed.org/ ... .

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
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