UNIVERSITY
OF MICHIGAN

OV 23 1951

.. BUSIKESS ADMINISTRATION
LIBRARY —_—

' Reg.-U. 8. Pat, Office

~Volume 174 Number 5066

New York, N. Y., Thursday, November 22, 1951

Price 40 ants a Copy:

EDI TORIAL

As We See It

For some time -past members of both of the
major political parties have been jockeying for
position in the race for the Presidency next year.
Party stalwarts have also been hard at work lay-
ing their plans for 1952. The ‘“availability” of
this' and that individual believed to be a good
“vote getter” is now a subject of continuous in-
terest, apparently, among political commentators.
A number of the latter have even permitted their
fancy to run to the possibility of having one indi-
vidual endorsed and adopted by both of the major
political parties “in order to have the Presidency
eliminated from partisan politics”—although the
idea does not appear to have gained much head-
way among the professional-politicians.

Much the larger part of all this is just about

‘what always goes on in advance.of a Presidential -

" election, There are a few unusual twists to cur-

.rent maneuvermg, but these probably will: come"
+:to°nothing-in the- end.. But unusual-er.1iot,. there:

tig-a certain’ aspect of this ‘situation: which now

“ias i other years, we find unfortunate andidis: " §
heartening.” The thought that it might be possible "
to find some popular hero such as General Eisén-
hower (whose party affiliation, if any; appears to "
be something of a mystery); who could be nom-, -
inated by both the Democrats and the Republicans .
and who would without further ado accept such

nominations seems in a sense almost to epitomize
these unfortunate elements in the situation.
Aim to Win
Of course, the chief concern of each of the

parties, and, so far as we can discern; of potential
candidates, is to win. . Once upon a time there was

Continued on page 28

" SECURITIES NOW IN REGISTRATION—Underwriters, dealers and investors in cor-
porate securities arg;afforded a complete pic.ure of. issues now registered ‘with -the SEC
and potential undenaklngs in our “Securities in Registration” Section, starting on page 37.
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. Valuable Tax Pointers on
Security Transactions

By J. S. SEIDMAN, C.P.A.

Certified ‘public accountant, stressing “big' push” for
capital gains because of 259, limit on tax, explains how
this rule works on security profits.  Explains how short
_sales can be used for tax advantage and how to convert
dividend and interest income into capital gains; also
the treatment of “wash sales” in tax calculations. Points
out special provisions applying to corporate investors,
and calls attention to importance .of proper timing of
year-end sales for tax purposes.

Death and taxes are supposed to be .the same in one
respect—their certainty. They are not alike at all. ‘Death
does not get worse every time Congress meets!

Here we are going to concentrate on taxes. .More par-

ticularly, Federal income' taxes. And
we are going ‘to give a“special whirl

‘to 'the-way' they. operate on.security

transactions. | .

We will' try . to ‘keep” our: ‘eye on
“capital gain.” That.is the’ by—word

dncomre taxes: Theireason.is sunple .

Individual:tax rates can' go.980% -in
951, But with certain capltal gains;
- Uncle’ Sam’s ‘maximum take in 1951
is"25%: Hence, ‘the ‘big" push is ‘for
> these capxtal gains t
.. “What' is ‘a capital gam" By and
large, it .is the profit on-the. sale of
‘' anything other than the. merchandise
; inventory ‘of ‘a business.. The ‘most
J.8.- Seidman .-
g the profit on the sale of stocks and
honds of an investor. Everything here will, therefore, be
described-in terms of securities.. ‘However, . what is said

. .will also apply. to'commodities, foreign. exchange, real

estate, etc.
The ‘rules for security “investo;s” are different from
the rules for those ‘who do enough buying and selling

Continued on page 34
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common example of. a. capital gain is -

Sound Government Action

Can Check Inflation

By WINTHROP W. ALDRICH*

Chairman, Board of Directors
Chase National Bank of New York

Prominent New York banker, holding inflation presents
no difficulties as economic problem, but runs aground
en shoals of self-deception as political problem, says.
basic difficulty is to reduce consumer and mon-military
expenditures. Holds consumer demand can be held in
check by ‘appropriate tax, credit and interest rate poli-
cies. Urges reinforcement of Voluntary Credit Restraint
Program by restrictive credit policies, and pleads for
independent Federal Reserve. Advocates Federal sales
tax and substantial increase of yield on savings bonds.

Inflation is one of the oldest of economic diseases, Its
causes are known, its symptoms clear and its cures well
understood. It recults from an. increase in money vol-
ume, 'that is to say, in currency and
bank deposits, greater: than the flow

'of goods and services:to consumers.

This excess in purchasing power not

_only brings-about rising prices but

also ‘price and income disparities of

such: magnitude “that. economic sta- .
“bility is'undermined and grave social. .
* injustices created.  The basic cure for
~the disease is to check the.increase

in the.money supply: This can be
done by time-tested fiscal, monetary -
and credit measures.

The Politics of Inflation

. As an economic problem, inflation
presents no difficulties. As a political
problem, inflation runs aground on
the .shoals of self-deception.. The

reason-is ‘that-inflation creates an illusion of well-bemg
and prosperlty Employment is -high, ‘business -seemsy

Continued on page 32
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The Security I Like Best

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

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

LUKE L. BENZ

Partner, Bradley, Gammons & Co. Tnec.
New York City

Westinghouse Building
Certificates of Participation

For individual investors who
want a good rate of income, a high
degree of safety of principal, and
some opportunity for moderate
appreciation
of capital (to
keep pacewith
changing costs
of living), I
recommend a
careful'study
of well situ-
ated office
building bonds
and underly-.
ing securities.

The ' capital
structures of
many of these
office  build-
ing companies
werescaled
down realistically through reor-
ganizations during the years fol-
lowing the depression of the 1930s.
However, as office building rentals
have recently been increasing
along with other advancing prices,
the underlying bonds and securi-
ties have been, and still are, in a
position to. benefit substantially.
One of the more attractive situa-
tions of this character, in my opin-
ion, is known as the Westinghouse
Building (New York) Certificates
of Participation, with Certificates
of Beneficial Interest attached.

These Certificates of Participa-
tion, presently outstanding in the
amount of $2,405,000, were issued
in the reorganization of 1945 in
exchange for a like amount of the
former first mortgage and lease-
hold bonds (originally issued in
1923 in the amount of $4,500,000).
These certificates are now in the
nature of. participating preferred
stock - (in a bondholders’ trust),
with a par value of $1,000, and
with Certificates of Beneficial In-
terest attached. ‘The latter (to-
gether with the one-third junior
interest of the Springsley Realty
Corporation) —represent the re-
maining equity in the property
(23-story ' office building at 150
Broadway, New York), and are in
the nature of common stock.

These two classes of certificates
are subject to a prior- first mort-
gage in-the amount of $542,950.
This mortgage (in the original
amount. of $600,000) was placed
with the Harlem Savings Bank at
the time of reorganization. The
purpose of this financing was to
‘cover part of the cost of the re-
maining leasehold land. at a total
.purchase price of $800,000.. This
3% % 10-year ‘mortgage due Dec.
1, 1955, may be prepaid anytime
after 1950. Carrying charges
amount to $30,000 a year, and

Luke L. Benz

cover both interest and -amortiza-

-tion of .principal. As a result of
this purchase, all of the property
is now owned in fee.

The building (completed in 1923)
contains 180,552 square feet of
rentable area. Total gross reve-
nues, and the amounts available
(after expenditures, but before
depreciation) for income payments
and for sinking fund on the Certif-
icates of Participation, are shown
in the following table:

Inceme

Fiscal Total Avail. for
¥rs. End. Gross Otis, of Part, - Paid

Nov. 30 Revenues  Bef, Depr. Per Ctf.
5 ) . ¢ *347.00
1950__._. $625,364 $187.202 52.84
1949____. 676,813 266,347 66.56
1948_._. 613,228 196,319 52:00
1947__._ 522,008 103,732 34.43
1946._.. 423,512 94,152 27.00
*Estimated.

Estimated income payments for
1951 are slightly under .$50, due
to non-recurring changeover ex-
penditures for  electrical . equip-
ment,

John Wanamaker & Co.'s down-
town store occupies most of the
space on the first and second
floors, and in the first basement.
The Wanamaker lease runs to
1958, at a rental of 4% of net sales,
with a minimum of not less than
$45,000 per annum. In recent years
additional rental revenues above

the minimum have been received:

each year on this basis,

Under the plan of reorganiza-
tion the annual net  revenues

available for the Certificates of’

Participation. are applied as’ fol-
lows: ‘

(1) The first $30 (per $1,000
certificate) is distributed as in-
come.

(2) The balance is divided
equally between: (a) additional
income for the certificates, and
(b) sinking fund on the certifi-
cates.

No payments whatever may be

made on the junior Certificates of
Beneficial Interest (common stock -

equity) until all of the Certiticates

of Participation are entirely paid:

off and retired.
Supervision of the management
and the property is still in the

hands of the Colonial Trust Com-'

pany of New York, and Samuel L.
Scholer, trustees, under: direction
of the reorganization court. The
trustees are .charged with the re-
sponsibility of operating the build-
ing, and at the earliest practicable
opportunity, of liquidating - the
(trust estate) pioperty primarily
for the benefit of the former first
mortgage and leasehold bonds..

Any final plan for liquidation
when and as approved by the
court will thereupon become ef-
fective, unless written objection. to
the plan is filed by more than one-
third of the .outstanding Certifi-
cates of Participation,

Assessed valuation of the prop-

.erty is'currently set at $3,900,000,

Efforts are being made, however,
through certiorari proceedings to
lower this assessment. If success-
ful, this might return to the com-
pany some $100,000 or so in real
estate taxes previously paid, and
result in further future savings
in taxes which would accrue to
the benefit of the Certificates of
Participation  through larger dis-
tributions of income and-a larger
sinking fund.

It is reported that the trustees
have had an informal offer from
a possible buyer who would be
willing to pay up to $3,000,000
for the property. Such a buyer,
however, would probably not be

-willing to subject his offer to the

uncertainties of a court auction—
especially as any upset price to-
day would have to be approxi-
mately equal to some such amount
in order to cover the first mort-
gage obligation ‘and the Certifi-

cates of Participation in full, and’

also perhaps leave something after
taxes and éxpenses: for the Cer-
tificates of . Beneficial Interest.
Year-to-year amortization- of the
first mortgage debt and reduction

-of the Certificates of Participation

through operation of the sinking

fund, of course, tend to reduce:

the required upset, price.

The market range, and improve-
ment in market value of- these
Certificates of Participation over
recent years has been as follows:

1951 1950 1947 - 1946

Low 84 i) 42 70 54 464>
High 88 20 91 82 75 691,

With an indicated average in-

1949 154€

:%
e

"This Week’s
Forum Participants .and
Their Selections

Westinghouse Building Certificates
~of Participation—Luke L. Benz,
Partner, Bradley, Gammons &
Co,, Inc, N. Y. City. (Page 2) -

National Supply Company — Ar-
thur J. Messing, Herzfeld &
Stern, New York City. (Page 2)

Harris-Seybold Co.—B, Winthrop
Pizzini, President, B. W. Pizzini
& Co., Inc., N. Y. City, (Page 33)

_—_ %
_—_——

come payout between $50 and $60
a year, these Certificates of Par-
ticipation.show a current return
ranging from 5% % to 7%. When
and as, (but not if) the trust estate
property.is. liquidated in the next
few years, the yield to the date
of liquidation will probably prove
to be around 99 -or.so.

'ARTHUR J. MESSING
Herzfeld & Stern, New-York City
Members New York Stock Exchange

National Supply. Co.

In'my opinion, we have been in
a Bull*Market in some stocks and
groups, and in a Bear Market in
others, . This state of affairs makes

selectivity - of

greaterimpor-
tance than
ordinarily.

Whenunder

these circum-
" stances y o u

can‘find.a
stock that has

been :in a

consistently

strong up-
trend, that re-
fused  to go
down during
the. October
reaction in the
general ‘mar-
- .:ket, ‘that is in
an industry that is essential, grow-
ing, and has'great romance, that is
in a popular price range, that is
the leader of ‘the industry, that
has expanding earnings, that re-
turns a liberal yield on a dividend
covered -about three'times over,
that is in an exceptionally strong
financial coridition, with- current
assets ratio of about three to one,
that; is chedp. on every chart .and
statistical basis, you have discoy-
ered-an ideal stock under present
market conditions.

- The- stock that I have just de-
scribed is National Supply. There
has been, during the past two
years,  a consistently growing--de-
mand for new oil discoveries, and
many oil companies are constantly
bringing in new' wells. Yet with
our boundless resources the sur-
face has probably not even been
scratched. ‘National Supply manu-
factures oil drilling equipment and
supplies. The business, under pres-
ent conditions, appears a “natural.”
and there is plenty of romance
and glamor to the industry and,
in my opinion, will be for a-long
time to come, .- ) :

National Supply earnied $4.29 for
the first nine months of this year,
based  upon .the new tax bill,
against $2.86 during the same pe-

Arthur: J. Messing

riod . last year. . Earnings for the.

full year are estimated to be close
to. $6 per share, and next year
should 'prove at least .as good, if
not better. The dividend is $2,

congisting of 40 cents quarterly, -

and a year-end of 40 cents. I can
easily ‘envision a higher rate for
next year.  As this is being writ-
ten, the stock is selling at $29 per
share. Since it sold at $25 in 1946,
it: has earned $22 per share, not
counting this year's earnings. °

I firmly believe that the stock is

- greatly undervaluéd, has tremen-

dous growth possibilities, and that

Continued on page 33.
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Management's Challenge
Against Erosive Forces

By LOUIS RUTHENBERG* :
Chairman, Servel, Inc. o

Listing erosive forces 'to free

enterprise as: (1) excessive

diversion of income through taxation; and: (2) short-sighted -
practices: of monopolistic labor unions, Mr, Ruthenberg advo-

* cates management assume responsibility of combating these
forces by promoting education.in the plant, in the community
and in the colleges, and by encouraging  incentives through
lower taxation. Holds taxes now take 40% of national income,
and destroy both individual incentives and’ savings. Urges
labor- forego “feather-bedding” and excessive fringe benefits.

Our free economy has such
great vitality that it has continued
to, increase our national wealth
and to advance our material well-
being at an
amazingly
rapid rate,
notwithstand-
ing the devel-
opment and
increasing -
pressures
of many po-
tent opposing
forces.

It is con-
ceivable,
however, that
despite its
amazing
vitality, free-
dom and prog-
ress may be nullified through the
curhulative effects of such erosive
influences, ’

We must face the facts. This is
no time for illusion. The modern
world is no place for Pollyannas.
Industrial operations always have
been and always must be condi-
tioned by environment. In a
republic, that environment is
established by the collective will
of the:people—by public opinion.

During recent years the condi-
tions ‘and influences that affect in-
dustrial operations have changed
so. rapidly and radically that
many = managements understand
exactly what the Red Queen of
“Alice in Wonderland” implied
when . she told . Alice, in effect,
that her people must run like hell
to stay .where they were,

An old story is told of a
chameleon. A boy who had been
told about the chameleon’s ability
to change its color to correspond
with environmental colors placed
one of the lizard on a piece of
blue cloth. Soon its color changed
to blue. Placed upon. red cloth
the chameleon turned red. But
when the -versatile lizard was
placed upon a .piece of Scotch

" plaid, it died in an effort to make
good.

Industrial management finds its
present. environment  confusing
and has every reason to believe
that surrounding conditions will
become increasingly complex. We
now witness the transformation of
the United States from a Federal
Republic to a Welfare State on
the road to totalitarianism.

Changes in environment have
come about gradually and insid-
iously. So-gradually . have sur-
rounding. conditions changed that

*An address by Mr. Ruthenberg hefore

the. National Metal Trades Association,
Chicago, 1ll, Nov. 14, 1951,

Louis Ruthenburg

few are aware of the magnitude

-and implications of such.changes.

It 'is said that students of biol-
0gy, conducting . experiments  in
nervous responses to various stim-
uli, placed a ‘frog-in a skillet

. filled with water.  When the tem-
. berature of the water was rapidly

raised, - the “frog . responded - by
jumping to safety. - However,
when .the temperature was raised:
very gradually, the frog relaxed
and tolerated the gradually
changing environment until it was
boiled to death.

It is not my purpose here to
discuss' the many . controversial
questions that now cause so much
confusion in the minds of the
people of the United States.

Many thoughtful people are dis-
turbed because it seems to them
that forces inimical to. freedom
are transforming our republic into
a socialistic’ state—that we -may
be moving toward bureaucratic
dictatorship through forces very
much " like those that caused
England’s decline,

It is not my purpose to discuss
such subjects as’ social security
measures, Federal subsidies for
education, = socialized - medicine,
public housing and rent controls,
government lending and credit
endorsement, public power, farm
subsidies, persecution of business
by governmental agencies. How-
ever,-two major forces that con-
tributed to England’s sorry
plight now threaten our progress
and, therefore, seem to merit
present examination,

Erosive Forces

These two forces are, diversion
of income through taxation and
shortsighted practices of monopo-
listic labor unions.

Our Federal income tax became
effective in 1914 following legis-
lation based upon a constitutional
amendment and enacted in the
preceding year.

In 1914, another significant
chain of events was set in motion
when our national legislators de-
parted from a time-honored pre-
cept for the government of free
men. This principle was enunci-
ated by Aristotle more than 300
years before the birth of Christ
when he said, “The only stable
state is that where ‘everyone pos-
sesses an’ equality in the eye of
the law., .=, .” :

The Clayton Act, adopted in
1914, held labor unions to be im-
mune from the provisions of the
anti-monopoly laws. Years later,
further-special privilege for labor
unions was provided by the Nor-

: Continued on page 28

EX

Articles and News

Sound Government Action Can Chéck Inflation

~—Winthrop W. Aldrich

. Valuable Tax Pointers on Security Transactions

—J. S. Seidman___-

Management’s. Challenge Against Erosive Forces

—Louis Ruthenberg

. United Fruit Company—Top Banana Produqer-—'lra U. Cobleigh 4
Voluntary Credit Restraint in Real Estate Field

—Oliver S. Powell

Investments and Patience—Roger‘W. Babson

Desirable Changes in Regulation W—EImer E. Schmus
. The Modern Approach to Stocks and Bonds-

. —George F, Shaskan, Jr

The Next Six Months in the Stock Markei—-S. B, Lurie

* A-Complicated Worldwidé Economic Situation

—Willard F. Rockwell.

."A'Digest of Market Averages—Rodger W, Bridwell

Ir} Defense of Installment Buying—Byron S. Coon

Status and Outlook of Pharmaceutical Industry

—Ernest H. Volwiler

- Fair Wages and Economic Stab‘ility—-Charles E. Wilson

Forces Pushing Us waard Gold
—B: Barret; Griffith

Redeemable Curréncy

Investing in Securities and Mutual Funds—Hoarry L. Sebel___.

Money and Democracy—W, Randblph Burg

B s

2

‘IBA 40th Annual Convention Opening Nov, 25 at Hollywood,

Florida

Savings Bank Deposits Continue Upward at Intensified Rate__

Bravo! Senator! (Boxed)

Test of Conversion to Limited Wartime Economy Still to Be Met

Estimates Slight Reduction in 1952 Construction

Regular Features

NSTA Notes
Observations—A Wilfred May
Our Reporter’s Report

‘ Prospective Security Offerings
- Public Utility Securities
- Railroad Securities

SR e R R, 26

26

Securities Salesman’s Corner.___________ R A SN 21

- Securities Now in Registration

* The Security I Like Best..______:

The State of Trade and Indusiry

___________________________ -2

Tomorrovy’s Markets (Waltér Whyte Says)

Washington and You

G

- Members New York Stock Ezchange

25 Broad Street, New York 4
HAnover 2-4300

Albzny = Chicago -

| We are interested in offerings of

High Grade Public Utility :nd Industrial
PREFERRED STOCKS

“Spencer Trask & Co.

Teletype—NY 1.5
Glens Falls -

Members New York (‘urb Exchange

50 Congress Street, Boston 8
Hubbard 2-8200

Schenecfady -  Worcester

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

Published Twice Weekly

The COMMERCIAL and

FINANCIAL CHRONICLE
Reg. U. S. Patent Office .

WILLIAM B, DANA COMPANY, Publishers

25 Park Place, New York 7; N. Y.
REctor 2-9570 to 9576

"MERBERT D, SEIBERT, Editor & Publisher

WILLIAM DANA SEIBERT, Presi

1 Drapers’ Gardens, London, E. C., Eng-

-land, c/o Edwards & Smith,

Copyright 1951 by William B. Dana
Company

Reentered as second-class matter Febru-
ary--25, 1942, at the post: office at New
York, N. Y, under the Act of March 8,
1879,

Subscription Rates

“Subscrlptlons in United States, U, 8.

WILLIAM D, RIGGS, Business Manager
Thursday, November 22, 1951

Every Thursday (general news and ad-
vertising issue) and every Monday (com-
vlete statistical issue —— market quotation
records, corporation news, bank clearings,
state and city news, etc.). ’

Other Offices: 135 South La Salle St.,
Chicago 3, Ill. (Telephone: BTate 2-0613);

¥ 8, Territories and Members of
Pan-American Union, $45.00 per year; ‘in
Dominien of Canada, $48.00 per year.
Other Countries, $52.00 per year,

Other Publications
Bank and Quotation Record — Monthly,
$30.00 per year. (Foreign postage extra.)
Note—On account of the fluctuations in
the rate of exchange, remittances for for-
eign subscriptions and advertisements must
be made in New York funds,

“'strong bex?  Unload them on us.

(1943) 3

» | [CHTENSTEN

P——newe—n  AND COMPANY w

SELL US YOUR
LEFT-OVER TURKEYS

Stuck with some “turkeys”.in your

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

Primary Trading_‘Marke;ts »

Circle Wire & Cable
Fresnillo Corp.
Hoving Corp. -
Minute Maid
v Remington Arms

*Western Leaseholds Ltd.

“Prospecius on request

J.F.Reilly & Co.

Incorporated

_ 61 Broadway, New York 6
BO 9-5133 “ Teletype NY 1-3370
Direct Wires
Philadelphia. and: Los Angeles

Artkraft
Manufacturing Co.

B.aitimoré Porcelain

» Steel Corp.
Greater N. Y. Industries
Sterling Oil of Oklahoma

West End Chemical
» .‘ .
SINGER, BEAN
& MACKIE, Inc.

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

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

Bought — Sold — Quoted

THEODORE YOUNG & Co.
40 Exchange Place, New York 5, N. ¥,
WHitehall 42250 Teletype NY 1-3238




4 (1944)

United Fruit Company—
| Top Banana Producer

By IRA U. COBLEIGH
Author of “Expanding Your Income”

A thumb-nail sketch of this imﬁressive agricultural and trans-
portation enterprise; and some topical comment on ghe blight
on banana producticn caused by Commie Rot and Pink spots.

Some 25 years ago, Prof, J.
Russell Smith conducted a course
in Economic Geography at Co-
lumbia., One of his facinating
observations
was that the
banana was a
complete,
food, provid~
ing every’
element
essential to a
“balanced diet,
Well, a quar-~
ter of a cen~
tury before
the good pro-
fessor an-
nounced this
tawny fact
.to eager col-
legians, some X
perceptive Boston capitalists had
reached the same conclusion, or a
reasonable facsimile, They were
developing a little company called
United Fruit; and they were bus-
ily at work starting banana plan-
tations in Central America. The
next step was to build a wharf or
two, and build or charter boats to
carry these cigar shaped food
pellets, wrapped by nature in
their own kind of ankle-spraining
cellophane, to the fantastically
growing markets of Europe and
North America.

Long before we became vita-
min, protein or carbohydrate con-
scious, or had received leering
and hippy advice against refrig-
eration. by Chiquita, Americans,
in every station of life, enjoyed
bananas. The company has, I
believe, - discontinued publication

Ira U. Cobleigh

.of figures for bananas shipped,.

but some idea of the growth factor
here can be gleaned by comparing
1899 shipments of 11 million
.stems - with 1938 —156 million
.stems. The banana is big busi-
ness, and United Fruit is biggest
in the business, producing over
65% of the world’s bananas and a
much larger percentage of the
best quality total.

To present- a more complete
picture, consider United Fruit as a
half - billion - dollar enterprise,
owning 52 steamships, which it
operates without subsidy; about
a 46% interest in International
Railways of . Central = America,
-serving Guatemala and El Sal-
vador; roughly, half a million
acres of land, over 20% of it in
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bananas, a little less in sugar, 10%
in ‘cacao, and about 5% in abaca
(Manila hemp).

About the boats, 22 are new
within the last five years, are
functionally designed with highly
efficient refrigerating equipment
(bananas cannot be - stored, like

¥ wheat, but must be kept carefully,

and sold promptly). Most of the
vessels have accommodation for a
small number of passengers. This
passenger trade is not designed
for profit, but rather as a service
to citizens in the countries served.
This whole shipping deal, large
as it is, is to be considered basi-
cally a delivery facility for the
hanana production rather than as
a big earner in its own right.

About the bananas, that’s, you'll
pardon the expression, the meat
of United Fruit. Vast plantations
in Guatemala, - Honduras, Costa
Rica, Panama and the Dominican
Republic are operated along the
most scientific methods known to
agriculture. =~ The groves are
sprayed repeatedly each year, to
combat leaf diseases—an expensive
process giving United Fruit the
edge on most of its competitors
in respect to both quantity and
quality output, Thus United is
able to average above 300 bunches
of bananas per acre each year,
against around 150 for inde-
pendent producers generally.

Naturally, with the lion’s share
of earnings depending on just one
product, market prices are highly
important. ~ While ' the banana
prices have advanced importantly
in the last decade, the company
has achieved greater price stabil-
ity - by discontinuing  price auc-
tioning at the pier, a common
prewar practice.

In respect to financial history,
United Fruit is indeed an- elegant
corporate creature, Since 1899,
United has paid dividends with~
out missing a year, many of them
(the dividends, not the years) of
plushy  proportions—Ilike" the 3-
for-1 split in 1946.: The current
balance sheet is loaded with fluid
assets, like cash and government
securities, to the tune of over $100
million; and the financial struc-
ture is notcluttered up with a
welter  of loans, debentures  or
preferreds, consisting -merely of
8,775,000 shares of common which,
I should guess, might earn around
$6.40 apiece in 1951, and continue
to pay $4:50 per annum. That's
a yield on the current gquotation
(62) of about 7.25%.

That" brings us up to Guate-
mala, a bedevilling current factor
in our. consideration of United
Fruit. 'Here the company has
about 28,000 .acres of bananas, and
the. pinkos ‘at the political - helm
won't go along with the same tax

‘deal United has given other-Cen-

tral < American governments—
namely, 15% of profits. What
they, and local labor wunions,
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really want is hard to figure, since
right now United is paying four
times as much for common labor
as Guatemala itself. Moreover,
United pays in cash, while Guate-
mala pays many employees in a
sort of IOU or due bill, requiring
itg citizens to stand in line for
hours to get the cash. More-
over, United has done a lot for

the country, giving steady em-

ployment to 13,000 plantat§on
workers and buying and shipping
large quantities of bananas pro-
duced by independent land own-
ers.

‘As it stands now, United Fruit’

has beerd so harassed by the Com-
mies here, that she has threatened
to quit Guatemala entirely, leav-
ing an investment, through the
years, of nearly $50 million. If
this is the best result that a com-
pany so progressive -and ‘far-
sighted 'as United Fruit can
achieve, then we might ‘just as
well take - Point IV, wrap ‘it in
Red ribbons, and mail it to Stalin

‘for Christmas.

However, operating on the prin-
ciple that the soup is never eaten
as hot as it’s cooked, United Fruit
will probably, in due course, work
out some sort of compromise with
the rampant Reds of Guatemala.
All need not be lost; economic
sense and even an aroused citi-
zenry may yet restore tranquility
and profitability. = Meanwhile,
United is not mortally hurt. By
stepping up banana production in
other areas, some offset to this
loss can be -achieved; and even
writing off any Guatemalan con-
tribution to earnings for the next
two years, continued net figures
of above $6 a share are well
within the bounds of reason.

Through the years United F.rult
has steadily enjoyed top-flight
management. It still does; and
anyone who lets a polltl_cal do-si-
do, in one little republic, be the
cause of dumping overboard a
durable and rewarding equity
like United Fruit common is just
not exercising enough faith in t.he
company’s half-century tradition
for management sagacity.

Of course, bad news. about a
company’s affairs has a depressing
influence ‘on the market for its
shares, but let’s face it; United
Fruit has had just about allh the
market pounding that the situa-
tion should evoke, Commies have
been beaten down in other coun-
tries, and they can be in Guate-
mala. - They've never had a
constructive program - there, or
anywhere else. So let’s have a
little faith in democracy—and in
United Fruit.

United Fruit is the top banana
producer on this planet, and as
you slice one of its produc.ts over
your corn flakes, nibble it at a
picnic, sniff it in banana oil, skid
on it, or observe ‘it in Carmen
Miranda’s hat, remember all these
tastes and perceptions are due in
large measure to the prior exist-
ence of United Fruit. While
you've. heen repeatedly ca_utioned
against ‘putting bananas in. your
refrigerator,- there  is no similar
injunction -against putting a few
shares of United Fruit in your
safe-deposit box. .They appear
unlikely to spoil. o

F. S. Moseley Adds

(Special to THE FINANCIAL CHRONICLE)

BOSTON, Mass.—Cyril Wyche,
Jr. has joined the staff of F. S.

Moseley & Co., 50 Congress St.,
members of the New York and
Boston Stock Exchanges. Mr.
Wyche was previously with Kei-
zer & Co.

Waddell & Reed Add

(Special t0 TeE FINANCIAL CHRONICLE)

LINCOLN, Neb. — Victor D.
Bremer, Fred W. Duerr, Herbert
J. Duis, G. Bruce Hergenrader,
and G. James Wright have joined
the staff of Waddell & Reed, Inc,,
Barkley Building.

- ;
Steel Production
Electric Output

" Carloadings

The
State of Trade
and Industry

Retail Trade,
Commodity Price ﬂ\dex
Food Price Index
Auto Production
Business Failures

Little change of significance occurred in over-all industrial
production the past week and it continued to hold at virtually
the same high level as in the previous week. Compared with
the like 1950 period, it was moderately higher,” With-respect to
accumulated claims. for unemployment insurance for the latest
- recorded week, they continued to remain slightly below the level
of a year ago.

In the current monthly letter of the National City Bank on
General Business Conditions under date of November, 1951, the let-
ter states that the business news still indicates an approximate state |
-of balance between inflationary and deflationary forces, with -
‘little- to suggest that either will take full charge of the situation -
in the early future. On the one hand, record-breaking expendi-
tures for plant and equipment and growing outlays for defense
sustain employment and keep up the flow of purchasing power.
The slow rise of personal incomes, augmented by wage increases, -
has continued. In the aggregate, demand for goods has been
strong enough to hold prices firm; the official wholesale price
index rose in four weeks out of the five endcd Oct. 23, for » net
advance of 0.4%. Looking farther ahead, the inflationary dangers
that lie in growing Treasury expenditures and prospective deficits,
together with new increases in wage rates and industrial costs,
are emphasized in almost every analysis of the economic situation.

On the other hand, it continues, sensitive commodities show
irregularity and there is a good deal of beavish sentiment, which
argues against the development of a broad upward price move-
ment at this time. With the obvious exception of the metals and
other defense materials, which are scarce but are under allotments
and price ceilings, buyers are indisposed to scramble for goods
either for every day use or for business purposes. Distributors
and processors of consumers’ goods are trying to work inventories
down. This means reduced commitments all along the line.
Retail sales still hold to the pattern of the past six months, during
which, after allowing for seasonal variations, they have fluctuated
narrowly around a level some 10% below the January-February
figures. As compared with a year ago, sales were lower in the
third quarter, when last year’s figures were lifted by. the post-
Korean scramble, and have been higher in October; which in 1950
was a dull month, T

Regarding the steel situation, it is revealed that important
steel users who used to call on steel company heads for help are
now seeking their steel in Washington, according to “The Iro
Age,” national metalworking weekly. :

Requests for steel are running far ahead of availability and
steel users, big and small, the armed forces, politicians, lobbyists
and other government agency officials are making things hot for
the National Production Authority and Defense Production
Administration. . These oificials have become the pivotal control
of the steel market. ;

The relationship of supply to demand has little influence.in
today’s steel market, this trade authority asserts, What items
steel producers want to make and sell, and what consumers want
to buy make little difference. Washington officials decide what
will be made and how much. This is true of civilian goods, as
well as military, and that’s why the recent easing of some steel
products has caused hardly a stir in the industry.

* Many steel executives believe the easing of cold-rolled sheets,
for example, is due solely to government regulation of auto
makers’” production. - Under present. strict controls any .steel
product can be made tight or easy merely by raising or lowering
manufacturers’ production schedules in Washington. ‘Such action
in no way reflects real steel demand, “The Iron Age” states.

In view of their unprecedented production pace, steel indus-
try leaders believe there is no real need for complete government
control over steel distribution.. .They-expect to-turn out about
105.1 million net tons of steel this year. Except for last year,
that’s over 15,000,000 tons more than was made . in any previous
year, including peak production during World War IIL

Some believe- that controls- have made the steel shortage
seem worse than it is. This claim is not easily shrugged away.
In many instances steel companies know almost exactly how much
steel their customers can use; they know because they have been .
serving them for years.. Yet, some of these cutsomers have asked
for more than twice as much steel as they have ever used before.’
Field interviews by “Iron Age'” editors have revealed the paradox
of some manufacturers operating at or near capacity, yet admitting
that their steel requests had been drastically slashed. )

Continued on page 31 .
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terested yet knowledgeable appraisal of this

largely on the reports and other material pub-

Observations .
By A A\ ILFRED'MAY

o o l
On Main Street’s Investing Tool

Despite the investment company’s recent phenomenal growth
to the Mr. Big of Wall Street and the Mr. Popular of Main Street’s .
little ‘saver, objective literature on this dynamic financial phe-
nomenon is all too sparse.

Going far to fill -the need. for concisely
and simply stated information, and for disin-

sparker of the financial scene, is a new. book,
The Investment Company and the Investor,
by Rudolph L. Weissman (Harper & Brothers,
New York, 217 pages, $3.50). Mr. Weissman,
author of two previous works on_finance, 1s a
former- staff member of the Securities and
Exchange Commission, a veteran lecturer, and
in the practical sphere, a vice-president of the
investment counsel firm of Franklin-Cole and
Company. :

While- this relatively short book -is based

lished by the investment companies and. dis-
tributors, and on the monumental examination
and findings made available by the Securities
and Exchange Commission, the author’s own wise observations,
experience and discussion run through the content as an integral
part. A i

Mr, Weissman manages to cover.a great deal of ground. He
traces historically ‘the “investor collective” - movement abroad
and in the United States; depicts our legislative remedies particu-
larly the Investment Companies Act of 1940 following the 1929
collapse; describes the growth of the companies; analyzes- their
portfolios, management expenses, and price status; evaluates their
policies, performance; and objectives; and specifies their tax ele-

A. Wilfred May

©-ments.

.- On the premise that the best way to study the industry is to
analyze actual operations and results of specific companies, Mr.
Weissman includes brief studies of a number of represeniative
funds. .

Three Broad Questions Answered
The author holds that the average investor’s interest simmers
down to three broad questions: (1) “What do I get in buying an
investment company share?”; (2) “What do I pay for what I
get?”; and (3) “Is it worthwhile to put my money into investment
company shares?”’. His conclusions—founded on the assumption
that the investor will be buying into an actually existing fund in
lieu of a mythical one which sells at the fop and repurchases at
the bottom and has only the best-performing issues—affirm that
the participant gets excellent diversification (if not ‘‘scattera-
tion”); supervision; a fair and regular return after costs that are
generally fair; adequate performance; and a stake in the nation’s
economic progress, and that the investment company share, with

certain caveats, is a worthwhile investing medium.

Timing' Versus Selection

Bearing on the broad question of proper investing technique,
Mr. Weissman finds that fund managements tend to overestimate
the "possibilities of timing market movements, and holds they
ought to concentrate more on evaluating individual issues.

This columnist feels that the author could have gone further
in exploring this question (at least one private extensive study
has been made), as well as other investing-principle implications
from the experts’ “trust” operation. Also, the present and pros-
pectivé sales promolion techniques, on which the industry’s future
so crucially ‘depends, might well have been mcre fully discussed.

But these are minor ancillary aspects. -As it stands, the book
is indeed valuable as a guide to the trade as well as to the con-
sumer. Thus Mr. Weissman and his publishers have rendered a

. signal public service.

)‘; % %

"On the “Fundamental” vs. “Technical”’
Market Approach
This column is glad to publish the following comment from
Mr. Roger Bridwell, author and investment counsel, admitting him

as amicus curiae, to our controversy with Mr. Edmund W. Tabell.
Thereunder we will append a few notes to clarify our position on

""some of the important and typical points he raises.

; Dedr Mr. May:

. I have followed the “Fundamental” vs. “Technical” market
analysis controversy between you and Mr.. Edmund W, Tabell
with great interest. Happily, your various arguments lead me to
believe there is less difference of opinion involved than meets
the eye. At any rate, I would like to add a few comments wliich
may help clarify the issue. i

-First of all, I am impressed by the fact that Mr. Tabell
endorses both sides of the ‘question and maintains that each
approach can contribute to successful market analysis. On the
other hand, you rather dogmatically assert (please cerrect me
if I misunderstand your position) that no possible good can
come from technical market analysis and that investois would
do well to stick 100% to the value concept. To the casual by-
stander, Mr. Tabell’s conclusions seem more objective: He does
not minimize the importance of statistical aralysis but merely
says that he has found it helpful to consider the market action
of a stock before making purchases® or :sales. ’ )

In this connection, analysis of literally thousands of leiters
addressed to thigoffice has led me to conclude that the most
successful “Investors  are those who do combine the two
approaclies to security analysis. We employ hoth types cf infor-
matiort “in 1nanaging portfolios and are convinced that results

- , Continued on page 42
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Voluntary

Credit Restraint
In Real Estate Field

By OLIVER S. POWELL*
Member, Board of Governors, Federal Reserve System

Federal Reserve Governor, after reciting inflationary pressures .
in present. defense e¢onomy, outlines purposes and operating

methods of Voluntary Credit

Restraint Program. Outlines

credit standards set up-in real estate financing, and recom-
mendations of National Committee regarding loans on residen-
tial real estate. Warns inflation threat has not yet been removed

The title of this talk might
have been labeled, “Learning to
Live with National Defense.”
Outside of actual wartime condi-
tions, the )
United States
for genera-
tions _has
found it pos--
sible = almost
to forget de-
fense -against -
ene-
mies: and - to
devote its
energies com-
pletely to de-"
veloping a .
higher - stand- ’
ard at home. -

Now we find Oliver -S. Powell
ourselves th e

most powerful ~non - communist
country in the world, able to de-
pend on other countries for
protection only in very limited
ways and faced with the problem
of rebuilding a "strong national
defense. e

The problem resolves itself into
one of increasing the production
of defense items while maintain-
ing the supply of civilian goods at
as high a level as possible. If
the total demand for goods ex-
ceeds  the supply, prices go up.
This is inflation. It hurts the
civilian economy . and ' increases
the cost of the defense program.

You will recall the panicky
buying that followed the Korean
invasion: Remembering  the
shortages that developed during
World War II, we rushed to the
stores and bought abnormal quan-
tities of merchandise—everything
from sheets and coffee to tele-
vision = sets and autos. As. you
well know, there was also an un-
precedented increase - in resi-
dential building. = This buying
rush caused retailers and manu-
facturers to step up their inven-
tory purchases and production
rates, and there was a sharp in-
crease in employment, The in-
evitable result of all this was a
sharp rise in prices and another
round of wage increases.

It is important to analyze the
sources , of buying power which
made possible this abnormal buy-
ing movement which was super-
imposed on a high level of peace-
time trade. There were three prin-
cipal sources of buying power:

First, current income: The sum
total of wages, rents and income
from invested capital. which nor-
mally just about equals the pro-
duction of goods and services at
stable price levels.

Second, the use of savings by

*An address, by Gov. Powell before '

the Annual Convention of the Unrited
States Savings and Loan League, Miami
Beach, Fla.,, Nov. 13, 1951,

MEMBERS
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drawing down savings accounts,
cashing savings bonds and spend-
ing funds which had remained idle
in checking accounts awaiting a
suitable time for use. ‘
Third, borrowing against fu-

' .ture income: Consumers’ borrow-

ings to buy automobiles, house-
hold appliances and houses; busi-
ness firms’ borrowings to increase
inventories or to pay higher prices
for inventories or to extend credit
to consumers, or to expand plants.
The combination of these three
sources of buying power, when
used to purchase a quantity of
goods and services that could not
expand with ' equal rapidity,
caused -a sharp price rise,

" Moves to Counteract Inflationary

Forces

The monetary authorities made
important moves in their field of
action to counteract these infla-
tionary forces.

(1) In August, 1950, the discount
rates. of the Federal Reserve
Banks were raised somewhat and
short-term money. rates were al-
lowed to rise.

(2) The consumer credit regula-
tion was reestablished. The re-
establishment of this regulation
has not brought about any drastic
reduction in the total of consumer
credit outstanding. Although the
total has declined by $800 million
since last December, the amount
of consumer credit outstanding.on
Sept. 30, 1951 was still $19 billion.
It rose $171 million in August and
$94 million in September after
Congress eased the restraints.

(3) A new regulation dealing
with real estate credit was im-
posed. It is still impossible to ap-
praise the restraining effect of
Regulation X since builders are
working on the backlog of orders
received before Regulation X was
announced, and on public housing
projects as well as on private con-
struction ‘under the regulation.
Moreover, Congress liberalized the
terms in August.

(4) In January, 1951, reserve
requirements . of member banks
were raised to substantially their
upper legal limits.

One of the most important tools
of  inflation restraint was prac-
tically out of use for this purpose
for several years. This was the
employment of open market, op-
erations, which were devoted al-
most solely for several years to
maintaining a pegged price for
long-term ‘Government securities,
However, the recent reduction in

. prices of -long-term :Government
bonds has had far-reaching ef-’
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fects in the control of inflation.
Holders of those securities have
been reluctant to dump them on
the market and as a result sup-
plies of funds for mortgage loansg
and for many other types of credit
have been reduced.

The credit policies of the Fed-
eral Reserve System have been
reinforced by a Program of Vol-
untary Credit . Restraint among .

policy of the System is intended
to reduce the availability of credit
in the aggregate and to make it
unnecessary for the System to add
to bank reserves by the continued
purchase of Government securi-
ties; ‘the selective credit con-
trols are designed to retain the
extension of credit in a few lines
where standard lending practices
prevail. Reliance has been placed
upon the voluntary. credit re-
straint effort to foster a spirit of
caution’ and restraint in lending
policies in general, but especially -
in credit fields not suited to se-
lective credit controls, and equally
to assist in channeling the reduced
supply of credit into the defense
program and essential civilian ac-
tivities, while at the same time
restraining the use of credit for
nonessential. purposes. -

This Program was inaugurated
under the provisions of Section
708 of the Defense Production Act.
The authority to set up.the Pro-
gram was delegated to the Federal
Reserve Board; which requested a
group of financial leaders to draw
up a statement of. principles and
procedures for the voluntary pre-
gram.

Credit Standards for Inflatibna.ry
Period

We have now come to the prin-
cipal part of my talk—the credit
_standards appropriate for an in-
flationary period. The first state-
ment of such standards appeared
in the Statement of Principlesto
which I have referred. Credit men
in all branches of finance were
asked to screen their loans not
only as to credit-worthiness but
as to consistency with our national
effort to contain the inflationary
pressures Listen to these
sentences from the Statement of
Principles:

“Jt shall be the purpose of fi-
rancing  institutions to extend
credit in such a way as to help
maintain and increase the strength
of the domestic économy through
the restraint of inflationary fen-

Continued on page 26
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Investments and Patience

By ROGER W. BABSON

Mr. Babson gives illustrations

of how patience is required in

order to profit from investments. Points out every worthwhile
act requires patience, and urges graduates of colleges and high
schools to cultivate patience,

A friend of the Babson Institute
recently presented it a beautiful
indoor heated swimming pool
costing $235,000. When he was

thanked he
replied:
“Don’t thank

me. Thank -

those who
taught me
Patience. This
gift of $235,-
000 cost me
nothing.”

The explan-
ation of the
above is that
many years
ago he bought
stock around
$2.50 a share
in-the Ameri-
can Investment Securities Com-
pany which controlled the Colum-
bian  National Life -Insurance
* Company of Boston. For years,
the stock didn’t act well,” and mo
profit was in sight, but all at
once the American Investment Se-
curities. Company was liquidated.

For each 100 shares of ‘this
A.LS. stock costing $2.50 a share,
he received ‘Columbian Life In-
surance stock which today . is
worth $3,600, In addition, he re-

ceived other securities which

Roger W, Babson

»the stocks

more than repaid his original in-
vestment. Hence, his insurance
company stock, used to pay for
the swimming pool, cost him ab~
solutely nothing. But this took
24 - years. and required great
Patience. :

Texas and Pacifié Land

When I was ill many years ago
with tuberculosis, I was sent to
New Mexico. With time holding
heavily, I became interested in
of two companigs.
These were the New Mexico &
Arizona Land Company, and the
Texas & Pacific Land Trust. I
bought the former in 1916 at $1.75
a share and finally became a
director of -the company. This
stock recently sold for 35 times
what I paid for it.

I bought Texas & Pacific Land
Trust another time when I was
sick at $5.25 a share and urged
others to buy it likewise, telling
them that some day it would sell
for $1,000 a share. They laughed
at me, but it recently sold at $150
a share, or at 30 times cost. Hold-
ing these stocks many years re-
quired tremendous Patience. Few
persons have such patience. I be-
lieve that there are now similar
opportunities for those who have

State and Municipal Bonds

$70,000 Dallas Co., Tex., Hospital
60,000 Dallas Co., Tex ., Hospital
30,000 Detroit, Mich., Sewer 'Rev

1965-73%
1974-81%
1979%

1.95-2.05%
2.10 2.15
240,

N 200,000 Maryland State

150,000, Goldsboro Hous. Auth, N. C. w.i.
50,000 Goldshoro Hous. Auth N.C. wi.

100,000 Imperial Irrig. Dist., Calif., Rev...
55,000 Imperial Irrig. Dist., Calif., Rev.. .

100,000 Imperial Irrig. Dist., Calif.; Rev..,

100,600 Imperial Irrig. Dist., Calif., Rev.. .

100,660 Indianapolis San. Dist., Ind
100,000 Indianapolis San. Dist., Ind
90,000 Indianapolis San. Dist., Ind

100,000 Jackson Separate Sch. Dist., Miss.
100,000 Jackson Separate Sch. Dist., Miss.

150,000 Lehigh Co.,
200,000 Lehigh Co.,

l’a ............... W.l.

60,000 Maryland Stale

Roads Comm.
200,000 Maryland State

Roads Comm.
Roads Comm.
200,000 Maryland State Roads Comm.
:200,000 Maryland State Roads Comm.

55,000 Meridian Sep. Sch. Dist., Miss..
90,000 Meridian Sep. Sch, Dist., Miss..

2,000 Minneapolis, Mlnn
2,000 Minneapolis,

. 6,000 Minneapolis,

- 5,000 Minneapolis,
3,000 Minneapolis,

5,000 Minn.-St. Paul Airport C
2,000 New Bruns. Hous. Auth. ‘;Vm.lm W.i.

20,000 Phoenix Hous. Auth., Ariz..
45,000 Prince George’s Co, Md
100,000 Prince -George’s Co., Md
" 40,000 Prince George’s Co., Md..
55,000 Prince George’s Co., Md..
150,000 Providence Hous. Auth., R. l.

85,000 Washington Sub. San. Dist., Md...
100,000 Washington Sub. San, Dist., Md..
95,000 Washington Sub. San. Dist., Md.. .
100,000 Washington Sub. San. Dist., Md..

w.i.

w.i.

200,600 Yonkers, N. Y........... .. w.i
100,000 Yonkers, N, Y.

w.i.
w.i.
wi.

2 70s
2.10s
2.10s

198283

19857

1955-59%

1960

1967--80%

1981

1958-63
1964-73
1974-83

1964-67
1968-73

1957-63

196881
1982-83

1953

1954-55 -

1956-57
1958-60
1961-63

1963/62

2.10 -
2.10

1.80-2.20
230 . -
2.75-2.95
2.95

1.25-1.45
1.50-1.70
1.75-1.90

2.30-2.35
2.40 2.45

1.20-1.49
1.55-97
2.10

1.20
1.25-
1.35-
. 1.45-
1.60-

2.49

1972-76/62 2.60

1960

1966

1967-68
1970
1971

1970

198283

1985%

1957-58
1962-68
1969-70
1974-75

1982-83*

1961

1978-79*

1980%

1981-87%

1954-56
1957-60

*Callable—Details furnished upon application.

PHELPS, FENN & CO.

39 Broadway
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1.65
1.80
1.85
1.0
1.90

1.90
@100

@100

1.80-1.90

2.15-2.45
@100

2.55

2.10

235
2.60
@100Y

@100-2.75 ..

1.35-1.55
1.65-1.90
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the patience to hold them for 20
years.
Bargains Near Home

Thirty years ago, I bought land
in® Wellesley for. $300 an acre,
which is now selling.for $10,000
anvacre. When I bought this, I
urged my readers to buy suburban
acreage adjacent to their com-
munities, These. opportunities
likewise exist today. In fact, last
week I bought for less than $300
an acre,-over 300, acres. of high
land within. two minutes of, the
Wellesley Hills post office. Some
day my children will get $5,000 an
acre for this land, but this will
require Patience, We live in a
marvelous country;. it is ‘growing
ata rabid rate;- its people -are
becoming the healthiest, the most
intelligent, and are making the
greatest scientific - discoveries.  If
we will grow spirtually as we are
growing materially, and- have
Patience, nothing can stop us.

I am especially anxious that the
banks holding Trust Funds insist
upon flexible Trust Agreements
so as to take advantage of this

‘great growth ahead. This should
‘enable banks handling ‘the Pen-

sion Funds— at the request of the
Employees’ Committees—to pur-
chase stocks in American Industry
—not mere Government Bonds—
which stocks will pay both a-fair
rate of interest and with patience
some day become very valuable. I
know no method to help readers
to get rich quickly. One must take
time to create a fortune as to ma-
ture a bhaby into a 21 year old
boy. . Everything ~worth while
takes time and Patience, espe-
cially |
fully. ‘Incidentally, let me add that
when people ask my grandchil-
dren about my business and what
I sell, they reply: “Grandpa sells
Patience.”

What. About Jobs?

Finally let me say a closing
word to graduates of colleges and
high schools, I beg of you to be
patient for promotions. Don’t let
anyone beat you in waiting. For-
get salary, but take the job for
which you are best fitted and in
which you can render the most
service for Mankind, and have
patience.

Financial ‘Independence comes
from having a‘ praying life-
partner and good children, who
will help you save a little money

each month for insurance, for a.

home, and certain growth’stocks.
But you must have Patience.

" Being in too much of a hurry
will - prevent you from making.

-large profits; yes, .being in a hurry
will be responsible for most of
your losses.

9 ]
(Special to Ter FINANCIAL CHRONICLE) '

DETROIT, Mich. — Edward B.
. Watkins has become associated
.with Charles A. Parcells & Co.,

Penobscot Building, -members : of
the Detroit and Midwest Stock
Exchanges. Mr. Watkins was pre-

viously with Titus-Miller & Co. In

the past he was an officer of Wat-
kins & Fordon, Inc.

"and,

investing money success-’

_standings - as of December,
The remaining division of regu- *

. Thursday, November 22, 1951

Desirable Changes
In Regulahon W

By ELMER E. SCHMUS*
Vice-President and Cashier, The First Nat’l Bank of Clucago

Though admitting credit restraints are desirable at present time,
prominent Chicago banker calls for some moderation and
relaxation of Regulation W to correct inequalities ‘that exist -
under current rules. Holds consumer credit controls as perma-

nent policy are neither necessary nor desirable,

Contends busi-

ness activily, which rose since Korean outbreak, is leveling off.

In the early postwar years when
the country was making consider-
able progress in converting from
war to peace-
time produc-
tion, we heard
some predic-
tions that con-
sumer credit
outstandings
might reach as
high as $30
billion, Welly
we'never
reached = these
exaggera ted

‘estimates

since the all-
time peak in
consumer
credit oc-
curred in De-
cember, 1950, when outstandings
aggregated $20.97 billion. Since
the end of last year total con-

Elmer E. Schmus

“sumer credit outstanding declined

steadily and at midyear reflected a
decline of better than $847 million,
almost  entirely . in installment
sales credits.

We are all well aware of the
sizable increase in total consumer
credit in the period from the c¢lose
of 1947 to the end of 1950. This
increase amounted to nearly 1709
obviously, was due in a
large measure to the greater pro-
duction - of - consumer .durable

‘goods and to ‘the return to the

prewar pattern of buying these
goods “on an installment ‘basis.
There were other very important
factors as well, such as the siead-
ily  ‘increasing = cost . of living,
which made it necessary for many
families to depend more heavily
than heretofore . on consumer
credit, and in the prices of durable
goods, which increased substan-
tially in the period.

An examination: of the break-
down of the peak in consumer
credit outstandings as of Decem-
ber, 1950 - discloses that 33%
represented non -installment

. credits while 20% % represented

automobile installment sales
credits, 19%  other installment
sales credits and 27% % install-
ment loan credits: In other words,
391,59, of the peak in consumer
credit outstandings represented in-
stallment sales credits, the type
of credit some authorities viewed
with grave concern, while non-
installment credits such as single
payment loans, charge accounts
and service credits moved merrily
along, unregulated, although they
represented nearly one-third ‘of
the peak consumer credit out-
1950.

lated consumer credit is the in-
stallment loan field, which as pre-

“viously reported represented
274 %

Edward Walkins With -
Charles A. Parcells Co.

of the peak consumer
credit outstandings at the close of
last .year. Although these credits

«are-treated as an increase in con-

sumer credit, available statistics
‘indicate that-anywhere from 50 to
65% -of loans made by small loan
licensees are for the purpose of
taking care of existing obligations.
Therefore, of the loans outstand-
ing at any given date a very high

percent represent not an increase’

in consumer debt but merely a
consolidation of debt previously
contracted for.

*An address by Mr. Schmus at the
18th Annual Convention of the: American
Chicago,

Finance Conrference, Illinois,

November 14, 1951.

ilization for war,

The amount of the peak con-
sumer debt of better than two
and one-quarter times the 1941
total is more apparent than real
as, of course, comparison with
prewar figures is distorted by the
reduction in the purchasing power
of the dollar. The all-time peak
of total consumer debt outstand-
ing at the end of last year is still
not disproportionate-on the basis
of its relationship- to-personal ‘dis-
posable income, ‘At ‘the close " of
1941 total consumer debt
amounted to $8,800,000,000, or
slightly over 9% % ‘of "personal
disposable income, while the all-
time peak at Dec. 31, 1950
amounted to only slightly over
9% % of personal disposable’ in-
come, If we relate only install-
ment sales and: loan credits' to-
personal disposable income, we .
find that at the end of 1941 these -
credits amounted to only 64/10%
while the all-time peak outstand-
ings referred to amounted ' to
66/10% of personal disposable.in-
come. These figures indicate con-
sumer credit increased .to a :safe
level with the expanding economy
of the country and not at a pace
to cause grave concern.

Undoubtedly the expanding vol-
ume of consumer credit each year
since 1946 caused the reimposition
of Regulation W in September,
1950. Since we were also at that
time in a period of partial mob-
some authorities
believed it necessary to restrain
the flow of funds into the con-
sumer market, thus lessening ‘in-
flationary - pressure as well: as
helping to divert critical material
and manpower into the channel
of defense production. Some other
authorities, however, felt strongly
that major inflationary pressure
came from fields far removed
from the field of consumer credit,
but regardless of these beliefs the
Regulation ‘is now on the books
and must be fully observed by all
consumer credit agencies.

In recent months we have heard
reports that industrial production
at the middle of this year ex-
ceeded the production expected
by the end of this year and that

civilian "and ‘defense demands
were about in balance ‘with this

Dealers only
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*production. There are, of course,
reports of increased defense re-
quirements . which would come
out of non-defense production. If
the required diversion from non-
defense production turns out to
be no more than $10 to $15 bil-
lion and if it is met largely out
of inventory figures and some
curtailment of non-defense con-
struction . and nonessential - busi-
ness investments, the amount of
consumer. goods and ‘services left
for everyday consumption in the
aggregate will be as large as was
consumed in the first half of this-
year. In view of these reports,

markets of some -other durable
goods, With the prospect of further
increases in prices, ‘an. even
broader - section of the market
would' be forced into monthly
payments of a figure considered
prohibitively high - for many
buyers. TR

Regulation W in this period of
partial ~mobilization is probably
desirable, but I would like to pre-
sent again my thoughts on the

Regulation as expressed - in my

address before you last year:

“The reimposition of Regu-
lation W on Sept. 18, 1950 and the
subsequent . tightening of terms

which come from the mid-year less than a month later may sug-

review of the Council of Economic
Advisers, consideration might well
be ‘given now. to some relaxation
in the terms of Regulation W in
order to correct some inequalities
which presently exist. It is well
known that the large masses .in
the lower income group dependent
upon consumer sales and loan
credits are now, by the terms of
the Regulation, -definitely- priced
out.of the new car and late model
used car markets as well as, the

gest a forewarning of the uncer-
tainty of operations-if Regulation
W should ever become a per-
manent part of our .economy.
Some Federal authorities may be-
lieve the regulation of consumer
credit should be placed on a per=
manent basis, which suggests the
possibility of broad relaxations in
terms .during periods of adverse
business conditions. This might be
most “undesirable,  for economic
adjustments ‘required . during a

i

period of adverse conditions
might give no such assurance on
credits you make as you had dur-
ing a period of.good business con-
ditions with high employment and
greater income in both industry
and - agriculture. Before World
War 1I you operated with almost
no regulated pressure other than
the very simple but effective one
of competition, and the excellent

‘record of your industry during

different phases of business cycles
is conclusive evidence that the
regulation of the credits you make
in a peacetime economy is not
desirable and is unnecessary:
Regulation. W has no place in a
free enterprise system as a per-
manent part of the economy of
this country.”

Danger of Regulation W
Becpming Permanent
Recently the legislative branch
of the Federal government altered
the terms of Regulation W, a mat-

ter which heretofore had been

delegated to an administrative
branch of the government. The
relaxation in terms was undoubt-

edly desirable, but this resump-
tion of powers previously granted
to others indicates that we may.
now be faced with a much greater
possibility of Regulation W be-
coming a permanent part of our
economy. This would not be de-
sirable. - k

‘When I read in the headlines of
such things as predictions of
squeezes on metals, substantially
increased defense expenditures,
on one hand the steadily increas-
ing debt of individuals and on the
other that the public has been dis-
inclined to purchase in any star-
tling quantity since last winter, it
leaves- me in a rather uncertain
state of mind. However, I am con-
soled when I take up my .com-
posite ratio sheets, which reflect
the splendid record of the sales
finance industry throughout var-
ious phases of our economy. We
have been maintaining these com-
posite ratio analyses since the end
of 1935 ‘and from, that date to
this time the sales finance indus-
try has shown: extraordinarily
fine results in the maintenance of
a sound financial position.

(1947)‘ 7

Our last composite analysis, s
of June-30, 1951, shows that o=
the average the companies main- .
tained a ratio of debt to working -
capital of 3.94 to 1 and a theoref-
ical liquidity according to ows
computation of seven and one-
half months: The credit experi-
ence on the paper purchased and
loans made has been excellent, as
balances delinquent over 60 day=
were the equivalent of only 3§ o
1%, while the loss to retail sales:
liquidated was slightly less tham
Y of 1%. Repossessions likewiss:
bear the nominal ratio of 75 of 197
to net worth. During the period
the companies continued to mair-
tain excellent loss and deferrect
income reserves which combinedt
amounted to slightly over 10%-
Volume for the six months period
amounted to $5,787 million or ap-
proximately $640° million more
than for the same period in 1950,
and exceeded by several hundred
thousand' dollars the volume for
the entire year 1947. , . P

The companies -in’er‘ea_sed nex
Continued on pdge 18

1. New. Issue

Dated May 1, 1951

$80,000,000

_ STATE OF MICHIGAN

do ~~Limited Access Highway Revenue Bonds, Series I

(Payabie Solely from"Specific Amounts of Motor Vehicle Fuel and Weight Tax Allocations)

Due October 1, as shown below

Bonds maturing 1966 t0.1976,.inclusive, may be redeemed prior to ‘m'aturity on any interest payment date on or after October 1, 1956, in inverse order of maturity, at 103% of the
pringipal amount if redeemed on October 1,1956, and decreasing said redemption price by 24 of 1%, for cach year thereafter’to and including October 1, 1967 and thereafter without premium.

Principal and semi-annual.interest (April 1.and October 1) payable-at The Detroit Bank, Detroit, Michigan, The Hanover Bank, New York, New York

and The Northern Trust Company, Chicago, Illinois. Coupon bonds, denomination $1,000, registerable as to principal. '
fFlSCAL AGENT——TREASURER OF THE STATE OF MICHIGAN: ° Sy

L.wiInterest exempt, in the opiﬂfon of Bond L’punsél. fr'bm Federal Income Taxes under exi'sting statutes, regulations and court decisions.

The Bonds and theinterest thereon will be exempt from any and all tases levied by the State of Michigan

THE BONDS are issued under the provisions of -Act 205, Public ‘Acts of Michigan 1941, as amended, and pursuant. to the provisions of a contract entered into between the State
Highway Commissioner, the City of Detroit.and the Board of County Road Commissioners of Wayne County for the purpose of paying part of the cost of constructing and completing
toll free limited access highways in the City of Detroit known as John C, Lodge Expressway and the Edsel Ford Expressway, The Bonds are not general obligations of the State, the
-City, or.the County, but are payable solely out of the proceeds of annual allocations of motor vehicle fuel and weight taxes in the minimum following amounts: $2,500,000 by the State
: Highway Commissioner, $1,250,000 by the City of Detroit and $1,250,000 by the County of Wayne, each of which has irrevocably pledged such amounts of the aforesaid allocations of
% ~4uel and-wejght, taxes to:meet the annual.payments of principal and interest on the Bonds.

v

~ AMOUNTS, MATURITIES, INTEREST RATES AND PRICES:

Amount Due (Oct. 1) 'h;(':::“ Yield Amount Due (Oct. 1) h;{:::s'l Yield Amount Due (Oct, 1) lnl::::" P{’Lehf" Amount Due (Oct. 1) ll;(l:::sz Yicld
$2,780,000 1955 29,  1:409 .$3,210,000 " 1961  2%%, 1.759% © $3,610,0000 1966 29, 100 $4,120,000. 1971 2% 21259,
2,850,000 1956 2% 1.50 3,290,000 1962, . 2% 1.85 3,730,000 1967 2 100 4,220,000 1972 2 2.15
1. 2,900,000 . 1957 21, 1.55 3,370,000 - 1963 2% 1.96- 3,830,000 1968 2 2.059%, 4,330,000 = 1973 2 2.15
j 2,970,000 1958. 2% 1.60 :3,470,000 - 1964 - 2V, 1.95 3,920,000 1969 2 2.10 4,420,000 1974 2 2.15
‘ 3,070,000. 1959 2% 1.65 3,530,000 1965 - 2z 2.00- 4,020,000 - 1970 2 2.125 4,550,000, 1975 2 2.15
3,130,000 - 1960 2% 1.70 ; ; - 4,680,000 1976 - 2. 2.15

(Accrued interest to be added)

These bonds are offered when, as and if issued andreceized by us, subject 1o the approval of legality by Messrs. Miller, Canfield, Paddock and Stone, Detroit,
Michigan and Messrs. Weod, King & Dawson, New York, N. Y., bond attorneys. Copies of a circulat describing these bonds may be obluined
" within any state from the undersigned only by persons to whom the undersigned may properly distribute such circular in such state. ! )

; B[yth& Co.,Inc. -~ Smith, Barney & Co.. Lehman Brothers~ Il’nlse)'; Stqﬁit & Co.Inc.  Drexel & Co.  The First Boston Corporation: - Harriman Ripley & Co.  First of Michigan Corporation

| 7 " z ’ H Incorporated .
-C. J.:Devine & Co. - -~ Equitable Securities Corporation -~ Glore, Forgan & Co. Goldman, Sachs & Co. Kidder, Pcabody & Co. Phelps, Fenn & Co. Shields & Company
: UniomSecuﬁti‘es Corporation -~ - - A. C. Allyn and Company . Bear, Stearns & Co. Bléir, Rollins & Co. Braun, Bosworth & iCo. Merrifl Lynch, Pierce, Fenner & Beane :
gt ) Incorporated i “ = Incorporated ~ . Iticorporated

o, lPaine, Webber, Jackson & Cli.rﬁs
" A/ G. Becker & Co.-

. Incorporated ., .

RW. Pressprich & Co. " S:i}lqymbn Bros.: & Hutzler Stone & Webster Securities Corpor:;tion_ ~B. J. Va Ingen & Co. Inc. '

Alex.rBrmyn‘&nSo’ns “. Estabrook &‘Cq. p ‘lré'llaup’v& Co ) Hemphill,‘N'oyés., Grﬁl;aﬁl, Pq’rsons & Co. _ Ilornblower & Weeks Lee Higginson Corporation

F.S: Mos‘ele’y'&‘C;); - Johi Nuveen & Co.' - *Adams, McEntee & Co., Inc. .. American Sec‘uriﬁes‘ Coip(irhtion " Bacon, Stevenson & Co.  Robert W, Baird & Co.  Barr Brothers & Co.
@ . . 2 . ) (: ) 2 T 1 . - Incorporated’ :
' William Blair & Company- * - Central Republic Company Coffin & Burr - -+ Dick & Merle-Smith =~ - R. 8. Dickson & Company. ~ Dominick & Dominick Eldredge & Co., Inc.
R L . L e < & " (Incorporated) " : +. "+ Incorporated _ g : ‘. . lnq)rpora(ed 'A .
SN Geo: B. Gibbons & Company .- Hallgarten & Co. Hanis,iﬂnﬂ & (igmpany Hayden, Stone & Co.. ~ Hirsch & Co.  W. E. Hutton & Co. . The Illinois Company  Kean, Taylor & Co.
: + Incorporated (Incorporated) . v <

" Kenower, MacArthur &.Co.  Aubrey G. Lanston & Co., Inc. “Lanr‘ence\l\l.j Marks & Co. McDonald & Company . McDonald-Moore & Co. The Milwaukee Cdm;iany W. H. Morton & Co.

t @ N R g - % . ' p ) A @ - s Incorporated
by 7RI Moulton & Company- Wm. E. Pollock & Co., Inc.. Reynolds & Co Roofevelt & (&ross' L. F. Rothschild & Co.  H. V. Sattley & Co., Inc. - Schoellkopf, Hutton & Pomeroy, Inc.
% o ) ) 5 ® Ak S o F ncorporate; . ! . : ) "
‘ F.S.Smithers & Co. - Stifel, Nicolaus & Company * Stroud & Company . Tucker, Anthony & Co.. G, H, Walker & Co.©  Watling, Lerchen& Co. .~ Weeden & Co.  Chas. E. Weigold & Co.
1 hil 4 b e !ncorporut‘ed ¥4 4 ) o . i : Incorporated Incorporated

Incorporated

‘ November 21,1951 ‘
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fraser.stlouisfed.org/
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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:

Carolina Companies—Brochure of pertinent data—R. S. Dick-
son & Co., Inc., Wilder Building, Charlotte 1, N. C,

Convertible Preferred Stocks—Bulletin—Sutro Bros. & Co., 120
Broadway, New York 5, N. Y.  Also available is an analysis
of Central Telephone Company.

Dividend Payers—Bulletin on long-term dividend payers—Ira
Haupt & Co,, 111 Broadway, New York 6, N. Y.

Expanding Your Income—Ira U, Cobleigh—$2.00 per copy—
Dept. 6A, David McKay Co., Inc., 225 Park Avenue, New
York 17, N. Y. }

Increased Mail Pay for Railroads—Bulletin—Vilas & Hickel,
49 Wall St., New York 5, N. Y.

Kentucky Notes—Data on Kentucky securities—The. Bankers

iond Co., Inc., Kentucky Homé Life Building, Louisville 2,
.

Major S.t‘.wks on Tokyo Exchange—Spot quotations—Nomura
Securities Co., 1-1, Kabuto-cho, Nihonbashi, Chuo-ku, Tokyo,

+ Japan.

Municipal Bonds for the Individual Investor—Booklet—Leben-
thal & Co., 135 Broadway, New York 6, N. Y.

" Outlook for Business Profits and Stock Prices—A. M. Kidder &
Co.,'1 Wall Street, New York 5, N. Y.

Over-.the-Counter Index—Booklet showing an up-to-date com=
parison between the listed industrial stocks used in the Dow-
J ones_Averages and the 35 over-the-counter industrial stocks
u§ed in the National Quotation Bureau Averages, both as to
yield and market performance over a 12l;-year period, Of
the 35 companies represented in the National Quotation Bu-
reau’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.

Report Service—Special introductory offer for five weeks of
complete weekly report service (via airmail) plus three
special research studies and booklet “Planning for Profits in
the Stock Market”—$1—Dept, C-95, Investors Research Co.,
Santa Barbara, Calif.

Security Transactions—When to sell securities for Income Tax
Saving—=Sartorius & Co., 39 Broadway, New York 6, N. Y.

Special Situations—ILeaflet of special and neglected situations—
Greene and Co.; 37 Wall St., New York 5, N. Y.

Stocks for Appreciation—Bulletin—Peter P. McDermott & Co.,
44 Wall Street, New York 5, N. Y. Also in the same bulletin
are data on Spencer Kellogg & Sons; Northern Pacific Rail-
way. Corppany; Island Creek Coal Company;. Combustion
Engineering-Superheater, Inc.; American Metal Products Co.,
and Eaton Manufacturing Company.

Sugar Act of 948 and 1951 Amendments—Lamborn & Co., Inc,,
99 Wall Street, New York 5, N. Y.

Understanding the Over-the-Counter Securities Market—Pam-
phlet on fundamenetal of trading in stocks and bonds on
the over-the-counter market—Commodity Research Bureau,
Inc.; 82 'Beaver Street, New York 5, N. Y.—25c¢ per copy
(quantities over 100 at lower prices).

Utilities—Bulletin—Francis I. du Pont & Co:° 1 Wall Street, -

New York 5, N, Y. Also available are suggested lists of
Common Stocks and High Yield Preferred Stocks., Also avail-
able is a bulletin of Tax Pointers to save money, and discus-
il(.)ns of the Railroads and Electric and Oil Equipment Indus-
ries.
* * *

Albuquerque Associated Oil Co..—Memorandm-—Quinn & Co
203 North Second Street, Albuquerque, N, Mex, i

American Car & Foundry Co.—Memorandum—Paul H. Davis
& Co., 10 South La Salle Street, Chicago 3, I11. Also available
is a memorandum on Bucyrus-Erie Co. and Elliott Co.

American Phenolic Corp.—Report—J, Arthur Warner & Co.,
Inc., 120 Broadway, New York 5, N. Y. Also available are
reports on Cedar Point Field Trust, Collins Radio Co., Walt
Disney Production, Liberty Products Corp., Seaboard &
Western Airlines, Inc.,, and Zonolite Co.

Continued on page 10

Dome Mines
Western Leaseholds
Canadian Superior

Prospectus on Reguest
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 -
P Private wires to ‘
Cleveland-Denver-Detrolt-Los Angeles-Philadelphia-Pittsburgh—St. Louls
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'IBA 40th Annual Gonvention |
Opening Nov. 25th al Hollywood, Fla.

Ceorge W. Davis

Walter A.

Business
Man’s

. Bookshelf

. About - the Electric. Industry:

,Axiswers to 27 questions frequent-

"1y ‘asked the Edison Electric In-

stitute——Edison Electric Institute,
420 Lexington Avenue, New York
17, N. Y.—Paper. ]

Banking as a Profession—Samuel

A. Hoffman—Samuel A. Hoffman,
Vice-President, Exchange National

Bank, Chicago, IlL.—Paper.

Expanding Your Income—Ira u.
Cobleigh — Dept. 6-A, David Mc-

" Kay Co. Inc., 225 Park Avenue,

Schmidt ‘Norman P. Smith

The 40th Annual Convention of the Investment Bankers Asso-
ciation will open on Nov. 25 at the Hollywood Beach Hotel, Holly-
wood, Fla. The Convention will run through Nov. 30, \_;vhen new
officers for 1951-1952 will be elected at the closing session.

The slate to be voted on is as follows:

President: Joseph T. Johnson, The Milwaukee Company,

waukee, Wis.

Mil-

Vice-Presidents: Ewing T. Boles, the Ohio Company, Colum-
‘bus; Walter W. Craigie, F, W. Craigie & Co,, Richmond; George‘W.
Davis, Davis, Skaggs & Co., San Francisco; Walter A. Schmidt,

Schmidt, Poole & Co., Philadelphia,

and Norman Smith, Merrill

Lynch, Pierce, Fenner & Beane, New York City.

Mr, Johnson will succeed
Marks & Co., New York City,

Laurence M. Marks, Laurence M.
as President of the Association.

Principal speakers at the convention will be Mr. Marks, the
President; Geoffrey Crowther, Editor of the “Economist,” Lon-
don, and Harry A. McDonald, Chairman of the Securities and

Exchange Commission, ‘
On the lighter side,
for those attending.

there will be golf and tennis tournaments

Members of the Golf Committee are Charles McK. Lynch,

Jr., Moore, ‘Leonard & Lynch, Pittsburgh, Chairman; William
Atwill, Jr., Atwill and Co., Miami Beach; Salim L. Lewis, Bear,
Stearns & Co., New York City; Wallace M. McCurdy, Thayer,
Baker & Co., Philadelphia, and Sidney J. Mohr, Jr., Thornton,
Mohr & Co., Montgomery, Ala.

Members of the Tennis Committee are James W. Moss, Pres-
ton, Moss & Co., Boston, Chairman; Charles S. Garland, Alex.
Brown & Sons, Baltimore; Earle Gatchell, Hayden, Stone & Co.,
New York: Wilbur E. Hess, Fridley & Hess, Houston, and A. C.

Potter, Bacon, Whipple & Co., New York City.

COMING
EVENTS

In Investment Field

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

-

Annual Convention at the Holly-.

wood Beach Hotel.

Dec. 13, 1951 (Citicinnati, Ohio)
Cincinnati ‘Stock & Bond. Club

election of directors. .

May 1-2, 1952 (Galveston, Tex.)

Texas Group of Investment
Bankers Association Spring Meet-
ing at the Hotel Galvez.

Sept. 28-0ct. 1, 1952 (Atlantic
City, N. J.)
American Bankers Association
Annual Convention. :

Oct. 19, 1952 (Miami, Fla.)

National Security Traders Asso~

ciation Convention at the Roney
Plaza Hotel.

‘Benjamin, Board of

Joins Remer, Mitchell
(Special to THE FINANCIAL CHRONICLE)
CHICAGO, Il1l.—Philip. Kaui-
man has been added to the staff
of Remer, Mitchell & Reitzel, Inc,
208 South La Szlle Street.

With Rogers & Tracy
(Special to THe FINANCIAL CHRONICLE)
CHICAGO, Ill.—Elsie M. Pad-
dock has been added to the staff
of Rogers & Tracy, Inc, 120 South
La Salle  Street.

With Uhlmann & Benjamin

lSpécial to THE FINANCIAL CHRONICLE)

CHICAGO, Ill. — Taylor H.

Agnew and Harold R. Ringler are

now associated with Uhlmann &
Trade Build-
ing, members of the Midwest
Stock Exct%ange. )

With Renyx, Field
(Special to Ter FiNANCIAL CHRONICLE)
DENVER, Colo.—Frank B. Page
has become affiliated with Renyx,
Field & Co., Inc., 2239 East Colfax.

New York 17, N. Y.—$2.00.

Fundamentals of Top Manage-
ment, The—Ralph Currier Davis—
Harper & Brothers, 49 East 33rd
Street; New York 16, N. Y —Cloth
—$6. d

Housing Research—Fall 1951—
Housing and Home' Finance
Agency, Washington 25, D. C—

-Superintendent of. Documents, U.

S. Government Printing Office,
Washivngto‘n 25, D. C.—Paper—30c.

Industrial Chemicals—Important
technical data of manufacture and
basic economic facts about 106
major commercial chemicals—W.
L. Faith, Donald B. Keyes, and
Ronald L. Clark—John Wiley &
Sons, Inc.,. 440 Fourth ‘Avenue,
New York 16, N. Y.—Fabrikoid
—$8.

' Investment Principles & Prac-
tices, 4th Edition — Ralph East-
man Badger and Harry G. Guth-
mann—Prentice-H all, Inc., 0
Fifth Avenue, New York 11, N. Y.
—Cloth—$7.65.

Municipal - Bonds for the Indi-
vidual Investor—Lebenthal & Co.,
135 Broadway, New York 6, N, Y."
—Paper.

Joins Reynolds & Co.
(Special to THE FINANCIAL CHRONICLE)
RALEIGH, N. C.—Jack Cusson
has become associated with the
New York Stock Exchange firm
of Reynolds & Co. He was for-
merly with Bache & Co.

Joseph T. Eschmann
Joseph E, Eschmann passed
away at the age of 80. Prior to
his retirement he had been with
Hornblower & Weeks in Chicago

: for 40 years.

Coburn & Middlebrook

(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass.—John R. Child
is now affiliated with Coburn &
Middlebrook, Inc., 75 State Street.

Joins E. E. Mathews.:
(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Sheldon E.
Pangburn is now with Edward E.
Mathews Co., 53 State Street.

" With Hamilton Manage’nt
(Special {0 THE FINANCIAL CHRONICLE)

DENVER, Colo.~—Morris E. Van

Viiet has joined 'the staff of

Hamilton Management Corpora-
tion, 445 Grant Street.
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~ The Modein Approach
To Stocks and Bonds

By GEORGE F. SHASKAN, JR.*
Partner, Shaskan & Co., Members, N. Y. Stock Exchange .-

- Market economist maintains modern approach to security selec-
tion implies checking carefully before buying. Urges infor- -
mation be secured regarding company’s financial structure,

! eamings, dividend record, and the outlook for its industry.

‘Warns against tips and speculative bebavmr

When -1 was' asked to" discuss
“The Modern Approach to Stocks
and Bonds,” the more I thought -
of the word “modern,” the more

I wondered
whether that
was a proper
word to asso-
ciate with. |

‘. securities, In
international
affairs
modern I'm
afraid, has
-come to mean
chaos and
confusion;, in
poetry  obscu- -
rity; in paint-
ing—abstract-

< ness and -non-
objectiveness.

None of
these: terms certamly should  be
.applied to. our investments. The
stocks and, bonds that we own,

Geo.vF Shaskan, Jr,

many years or a lifetime; we de-
pend upon them for . income, for

protection ‘against . inflation, “for.

~ Johnny’s education, and for a host
of other important ends, Our in-

vestments are too important.to. ‘be
treated confusedly, .obscurely .or

abstractly.* Rather than speaking
of the “modern” approach, per-
haps we should concentrate this
evening on the old-fashioned time
tested recipes for sound invest-
ment programming.

Just what are these? I have here
a chart with several pictures on
it. This is' a building—a rather
handsome one ‘at that although
my draftsman must have  been
thinking " about ' Spain when he
drew it; this is a factory; here’s
a plcture of Johnny's snow suit;
and here are a group of securmes
In selecting a security all we have
to do is to apply the same rules
we would apply if we were out to
buy this building, this factory or
a new snow suit for Johnny,

When Mr. Real Estate Man goes
out to buy a building what does
he want to know? First, is it well
located . . . in a growing area
where 1eal estate values are on
the up-grade, or is it in a de-
clining neighborhood?. Secondly,
is it well constructed, or will con-

stant repairs be necessary, Thirdly,.

how much income will it yield,
particularly after adjusting for
taxes, depreciation, maintenance
and other expenses. And, finally,
* assuming that it is satisfactory on
all these,accounts, is the purchase
- price right—is it in line with com-

parable propertxes or is it too:

high.
Mr. Manufacturer asks roughly

'the' same questions when he ‘con-
siders -buying a new factory. He

also ‘must know the condition of:
! any equipment in the building,‘

~: the; avallabxllty of labor. in the
‘grea’ .where. it 1s located,  and. so
forth.

.Mrs. Housewife asks the same
questions when she' goes out to
buy Johnny his new snow suit.
First, she inspects the material
and tailoring to see if it will take
Johnny’s tumbling and climbing.
Then she wants to know whether
it is what the other children are
wearing, since Johnny is becom-
ing quite conscious of what he
wears. Then she shops around to

*A talk by Mr. Shaskan at the Adult
Educational Forum, Montclair, N. J., in
cooperation with the Federation of
Wainen Shareholders, Oct. 30, 1951.

- ties

after all, represent the savings of .

make sure she is gettmg the low-
est price.

- Now all of -these people are |
doing the perfectly natural thing.

They are investing their money.

and they are trying to make sure
that they are obtaining a sound
investment. It is what all of us do

.. what you good people are
doing every day ... except when
it comes to selectmg a stock or
bond.

; The Simple. Tests
When we come to:select securi-
ties we somehow forget to ask the
simple questions or 'make :the.
simple tests that we are making
all day: long in our other activi-
We forget that ours-is a
dynamic economy and that an in-
dustry - favored ‘by today’s condi-

‘tions may be upset by tomorrow’s.

We lazily clihg. to the belief that
because the XYZ industry has al-
ways been profitable in the past
that it will continue fo ‘be.

We . don’t .. bother to.. check

'whether a company's: financial

house is in order. We are too busy
1o determine; whether funds may

‘have been borrowed improvident-

ly’ We often ‘are willing to own
a 'security of a ‘company: whose
financial structure would shock us
if we saw it in our own books.
‘The record of earnings is easily
found. But how many of us
bother to check earnings, not just

‘last year’s or the year before but

over many . years, to see how a
company has fared in depressed
periods as well as in good times.

Since income is one of the two
.basic goals of investment it would
be natural to expect the investor
to, study carefully a company’s
dividend record — like earnings,
easily  available. But we seldom
take time to check back; it is
much easier to rest in our hope
that because this year’s dividend
payment is high, it has always
been so and will continue.

The Right Price?

And, finally, even where we
have made some of these tests we
fail to ask perhaps the most im-
portant question of all—is the se-
curity priced right, Is it in line
with other securities or have
over-anxious buyers pushed its
price to a point where it is un-
attractive. This is the one test
which you good women in the
audience would never fail to make
when shopping for Johnny’s snow
suit. You may have found all the
qualities you want in the first
store you _stop at; but you do a
bit of comparative shopping to

- make sure that it’s priced right. If
i.you find a snow suit which meets .
all” of your requirements for ‘a

dollar or two less, there’s no ques-
tion which one Johnny will be
wearing,

Many securities ‘meet. the first
four tests—(1)-the right industry,
(2) sound financial structure; (3)

good earnings record and outlook, -

and (4) satisfactory dividends —
but fail to stand up under com-
parative shopping.

And, of course, this is very na-
tural since, having established that
a security is a good one, many in-
vestors are anxious to own it-and
in the course of their acquiring
it they often bid it up to a price
where it is no longer attractive.

Well then, these are what I
would call the old fashioned time
tested recipes. There are only five
simple rules to follow; the infor-

The Commercial and Financial Chronicle

mation is easily available, and
almost .- any ' reputable security
dealer is glad to help you make
them. But.

For some reason most mvestors

never get around to making these
five simple checks. Perhaps. it is

'because they are too busy trying

to' accumulate the funds. which
they then invest. I suppose it is a
truism that it is far easier to make
money than to hold it. In any case
the average investor simply :does
not make' the same effort to hold

; '_y.on to his funds as he does to-make
them, althou_gh both are equally

xmportant

-I.-wonder whether many people
who think .of themselves as in-
vestors are not in fact speculators.
The line between an investor and
a speculator, of course, is not al-
ways easily identified. However,
1 should say that if you look at
the" stock ‘'market page “everyday,
chances are you are a speculator
and not an investor. If you worry
because a security you own and

" which meets the five basic tests
' goes down a point or two, or if

you have the urge to sell such a
security - because. it . goes up - a
point or two,.chances are you are
a. speculator, The" true - investor
having purchased a security in the
right industry, of a ‘financially
spund company with a good earn-
ings and .dividend outlook, and at
the right.price is content with a
reasonable income and the gradual
appreciation ‘which: our expandmg

economy and, I fear, long-term in-’

flation will afford

Put another’ way, the speculator”

is more interested. in. what “they”
are’ saying 'about a'security than

about what the figures. show.. In.
this case the “they” may be a.

“big *money - group” or :the' “in-~
siders,”" etc. In' this connection
I should like to implore you to
beware- of ““tips.” I' don’t know
why it is that so many of us—
all good, conservative people—who
would never expect to get some-
thing for nothing along the usual
paths of life, think that we ought
to be able to make a Kkilling in
the market. This wish—father to
the thought, no doubt—makes us
ready prey for any bit of news
some one ' tells ‘us. So we rush
out to buy a security that the

maid’s boyfriend heard is going
to skyrocket from the chauffeur
of the assistant to the President
of the company. Or, we hear the’
elevator man discussing a Cana-
dian gold mine stock in which he
has just invested a hundred dol-
lars and is going to make $10,000

—s0 what can we lose by taking

a. chance for a few hundred.
Ladies and gentlemen, you can
lose the few hundred dollars: The
“inside” . information is generally"
well spread outside. There are no
easy paths to building up a sound
security portfolio . . . and vault
box after vault box of supposedly
conservative investors filled with
worthless Great Expectations
Gold Mines and Wonder Oil Inc.

- attest to the fact that substantial

sums can be lost by failing to
follow the five simple - rules of
security selection.

I'am afraid that we have de-
voted so much time to the selec-
tion of ‘a security that there “is
almost no time for discussing an
overall program for investment
planning. However, I should like
to leave with you. several rules
for investment programming: -

Diversification

First, and by all odds the most
important' rule, is diversification.

And by diversification.I mean not.-

only-different kinds of securities
but also. representation ‘in: many
industries and among many com-
panies;

Almost equally important is the
rule of . patience. . If you have

selected a-security in the right:

company, in: the right industry, at

the right price, sit. back.and relax,

Don't worry.because. it goes down-
slightly; don t feel you must sell it.
because it is- up, provided it:still
meets. the basic five-tests..Above
all, ‘don’t switch it:to something
else that some one has.told you
will “make you a million.”

Beware of tips, We've already :
covered this most unhappy of in-

vestment paths.

(1949) 9 ‘

fuse to have anything to do with
any other security.

When it comes to taking a
profit or a loss, do it for sound
investment -.reasons and not ito
beat “Uncle Sam.” Taxes must be
considered, certainly, but the idea
of holding a security for a long-
term gain after you are convinced
it is over-priced may' cost you
not only your gain but part of
your initial investment as well...

Stick to securities of American
corporations and companies whose
business. .is:.-largely = inside the
country.: Foreign exchange preb-
lems,  revolutions, .expropriations,
ete,, are all additional risks which

for .most investors are not justi~

fied.

And finally, stick to securities
of companies with proved records;
Avoid the securities which have
not yet been tested on the market,

Jos. Dixon Elected

Joseph.W. Dixon
-~Joseph-W. Dixon, - Vice-Presi=
“dent of ‘American Securities Corp. .
has" beenelected to 'its board of
‘directors, --according ' to an an-
nouncement by Mr. William Ro-
genwald, Chairman.

-Joins du Pont, Homsey
(Special to THE FINANC/AL CHRONICLE)
PORTLAND, Maine.—Laurence

H. Mann has become associated

- Beware of sacred cows, They With du Pont, Homsey & Com-
can be costly. Just because your Pany, members of the New York
grandfather always held XYZ is and Boston 'Stock 'Exchanges.

no reason for you to do the same.

Mr. Mann was formerly connected

Just because ABC is an excellent with J. Arthur Warner & Co.,

company there is no reason to re-

Inc. and F. L. Putnam & Co.

 Incorporated

November 16, 1951,

Dated November 1, 1951

THE FIRST BOSTON CORPORATION
DICK& MERLE-SMITH R.W.PRESSPRICH& CO. WOOD,STRUTHERS & CO.
STROUD & COMPANY ~ THE ILLINOIS COMPANY  BAKER, WATTS & CO.

This. is not dn Offering Circular, The offer of these Bonds is made only by means of the Offering
Circular, which should be read prior to any purchase of these Bonds.

$14,950,000

Western Maryland Railway Company
General Mortgage 4%:% Bqnds, Series B

Interest pdyabla May 1 and November 1in New York City

The issue and sale of these Bonds.are subject to authorization by the

Interstate-Commerce Commission.

Price 100% and Accrued Interest-

Copies of the Offering Circular are obtainadle from only such of the undersifned
¢ as may legally offer these Bonds in compliance with the .
securities laws of the respective States., :

MORGAN STANLEY & CO.

Due November 1, 1976

HARRIMAN RIPLEY & CO..

. Incarporated
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The Next Six Months

In the Stock Market

By S. B.

LURIE*

Market Analyst, Paine, Webbel_', Jackson & Curtis

Market economist holds as unlikely a disastrous decline,

although tax selling may cause some further weakness. On

_other hand, foresees a close ceiling to market as a whole,

resulting in “locking-in” between 250 and 275 for Dow-Jones

Industrial Average for balance of year. Hence concludes

policy must rest on selectivity featuring secondary issues
facing higher earnings.

IfAany of the stock market rules
you've heard in recent years
seemingly contradict themselves.
A% first blush, the sound advice
to cut losses
stort appears :
inconsistent
with the ob-
servation that
more money
usually is
made with the
seat.of one's
pants than
with one’s hat.
‘Those of you
who've held
tre oils, drugs
o~ chemicals
for- the past
two years
would chal-
lenge the remark that the “long-
term” investor -is nothing more
than an unsuccessful “short-term”
speculator. But the contradictions
disappear when it is realized that
ours is not an exact science. Even

S. B. Lurie

the most painstaking analysis does:

nrot always provide a set of facts
which leads to an unqualified
opinion—or to an idea requiring
immediate action.

As a starting point for our dis-
cussion tonight, here are two com-

mmon sense keys to market success:

(1) In the course of a given year,

there are only a few times when

it's wise to be really active on
either the buying or selling side of
the market; (2) In every span of
vears, there are only a few times
when it’s wise to really “bet’the
bankroll” — mortgage the old
homestead to buy common stocks.

Where do we stand today? In
my book, Nov. 19, 1951, is not the
time to “bet the bankroll” on the
stock market. Yes, I realize that
at their recent highs stocks were
selling for only about 10 times
earnings as compared with 16
times at the 1946 top and 18 times
at the 1929 high. And I'm fully
cognizant of the fact stock yields
today are arocund 6% against less
than 4% at the 1946 high and
about 3% in 1929. Moreover, I'm
well aware of—and thankful for—
the fact that brokers’ loans are
only one-twelfth of what they
were in 1929,

But so what? Aren't these com-
parisons fallacious? Isn’t it a mis-
take to attempt to justify an ag-
gressive interest in common stocks
in 1951 merely because they
were over-valued in 1929 and
19467 Isn’t this judging the mar-
ket by hindsight—and overlook-
ing the fact that the market’s chief
function is to discount the future?
‘The market makes history-—not
history the market.

. My interest in the stock market
isn’t excited by such statistical
comparisons for they obscure the
offsetting considerations. As a
case in point, when adjustment is
made for the lower purchasing
power of the dollar and sharply
increased taxes, I imagine divi-
dend yields today are lower than
they were in 1929. Moreover,
bearing in mind the “inflation”
in per share results, I won-
der how much weight should be
given to price-earnings ratios as
such.  Aren’t today's corporate
earnings overstated, in relation to
1929 standards, as a result of in-
adequate depreciation reserves?

*A talk by Mr. Lurie before The Bos-
ton Investment Club, Boston, Mass.,
November 19, 1951.
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Brokers’ Loans

To pose another question, does
the low level of brokers’ loans
really mean that the public in-
terest in the market is less than
in the 1920s? Or do the figures
merely indicate that a different
speculative ' vehicle—a changed
medium. of expression—is “in-
vogue today? In my book, there’s
no question but that the dominant
force in the market place now is

£ different than it was in the 1920s,

Ours now is a commuter train,
rather than carriage: trade,-busi-
ness.

I ‘emphasize that this line of

reasoning 'is not meant to imply~

we have to batten down the
hatches. without delay. After all,
you don’t stay in bed merely be-
cause: of the possibility: of being
hit by an auto while on the way
to the office. Rather, I'm only
attempting to put things in their
proper perspective—decide where
we're going before we pull up the
anchor. In this connection, the
probability we won’t take off on
an extended cruise does not pre-
clude some’ interesting weekends,
so to speak—nor cancel out the
opportunity for fine day sailing.
The question of how interesting
they will he—the opportunities
they will present—is the one I'd
like to chart for you tonight.

Let’s try to define this era—for
once ‘the nature of the beast is
understood, half the.speculative
battle is won. To judge by the
news, we're in a period of vast
contradictions—of individual con-
fusion midst general plenty. In
itself, this isn't necessarily alarm-
ing. It's cause for concern only if
the surface distortions mirror
hidden : weaknesses which later
will assert themselves. Suppose,
therefore, we examine the under-
lying conditions that have ledto
the symptoms with which you're
all familiar.

Committed to Managed Economy
I'm sure vou’ll agree that we,
as a nation, are committed to the
theory of a managed economy; the
only reservation you might make
is the degree of application. Even
if a Republican Administration is
elected next year, the political
realities and the public interest
will prevent a return to the ‘“do-
nothing” government attitude of
the 1920s. No matter what the po-
litical label, the Administration in
power has a vested interest in na-
tional prosperity. Thus, market
planning must accept the inevi-
tability of comparatively high

taxes — and/or deficit spending —.

as part of the national scheme of

- things, This is both a promise and

a threat—for no group of men has
the wisdom or judgment enabling
them to always press the right
button at the right time.

From our viewpoint, the weak-
ness of a managed economy lies
not only in the inevitable mistakes
of the managers—but the possibil-
ity we will be lulled into -indif-
ference over the other funda-
mentals.. Too much reliance can
be placed on the government's
power 'to keep the. economy in
gear. True, in the past five years
the -Administration has. taken
various steps which seemingly
have been effective in the direc-
tion intended. I have a strong
hunch, however, that the chief
reason this was the case is that
each move fell upon a fertila

The Commercial and Financial Chronicle... Thursday, November 22,1951

background. That it was the back-
ground, rather than the move it-
self, which turned the tide, Wall
Street seems to have forgotten its
freely voiced criticism of the New
Deal—of Roosevelt’s attempts to
turn the economic clock in the
'30s, Why be any less skeptical
in-the ’50s?

Peace Out of the Picture

I'm sure there’ll also he unani-
mous agreement with my thought
that we can rule out the possibil-
ity of a'gold2n era of peace. This
means that we can't count on any
important change in our accelerat-
ing defense program during the
next 12 months. Even if Russia
were to collapse tomorrow, it

would take several years for po-

litical normalcy to return in .that
country—for the world threat of
Communism to disappear. Simi-
larly, no matter what happens
vis.a vis Russia’s relations with
the.free world—or in Korea—we
as a nation will be suspicicus™—
and suspicion means' armed
strength. ’

Personally, I've ruled out the
threat of war as a factor in mar-
ket planning. As I view it, all the
evidence in the present situation
points to continued “cold war” or
“hot peace.” Russia’s plan is an
obvious one of keeping us off bal-
ance politically by nips -at our
flanks and spheres of influence—
maneuvers which also threaten
our economic solvency; look at the
problems rearmament has brought
to many European countries.

Chances are, mention of the
word “armaments” immediately
brings to mind the term “infla-
tion”; to many people, the two are
synonymous. In a monetary sense,
however, our armament program
as such has not been particularly
inflationary. Our national debt
today is no greater than it was at
the time of Korea. And the gov-
ernment fiscal year ending next
June probably will show either a
small deficit or a small surplus.
To put it in a nutshell, since Ko-
rea the inflationary anticipation
has been greater than the realiza-
tion. - This year in particular,
there’s been {ar more deflation
than inflation in the commodity
price situation. And there's been
more deflation than inflation in
the manufactured goods situation.
Shortages today are conspicuous
by their absence.

Inflationary Urge Dulled

True, the full fiscal impact of
the defense program is yet to
come; a fairly large government
deficit is anticipated in the fiscal
year which starts next July. But
this is a'long way off in terms of
November, 1951, market policy.
It's likewise true that inflation is
as’ much psychological as it is
factual — in which connection I'll
agree that there was a mild
flight from money in the past six
months. That the security buyer
still  believes common stocks are
one of the best means of protect-
ing his purchasing power. Yet, I
think the inflationary urge has
lost much of its force as an imme-
diate market factor.. What else
can the record high savings of in-
dividuals—the record high sales of
life insurance—mean? Doesn't this
suggest the public is more con-

cerned with the deflationary -

signs?

If the intangibles don't excite
our interest, what about the tan-
gibles of the business and earnings
outlook? 1'd 'like ‘to sketch this
for you via these observations:

The Tangibles

First, although the rate of gov-
‘ernment spending will increase
sharply over the next 12 months;

the increase may be more of a’

sustaining than stimulating influ-
ence, After all; there's a vast dif-
ference between our defense pro-
gram today and our arms program
during World War II—not only
in dollars, in units, in industry im-
pact, but in relation to the na-
tion’s capacity to produce.
Secondly, it seems to me that

the demand for almost all forms
of consumer durable goods has
been, and still is, in a long-term
downtrend. Our wants have been

well satisfied—not only for vac--

uum cleaners and washing ma-
chines, but for homes and autos.
The last two mentioned industries
were the bz}ckbone of our post-
war prospearity. i ‘
Thirdly, the capital goods boom
seems to be nearing its end—if
only because the need for new
facilities will Lave been satisfied
by next summer. In addition,
however, the classic signs of a
downturn are at hand: declining
profits and Jower profit margins,
a tightened supply and higher
cost of money.
As I view it, this outline sug-
gests that considerable suspicion
be attached to the theory of a
permanent joyride; the weak-
nesses are on the horizon and the
internal strength is ebbing. But
the™ constructive. overall balance

~has' not yet been upset—which

means that the Federal Reserve
Board Industrial Production In-
dex probably will reach a new
post-war high sometime“in-com-
ing- months. I. don’t think the

“trend of general business will turn’

downward until the second half
of 1952, Meanwhile, the next six
months will be a period of many
contradictions—of eross currents—

*within the framework of the com-

posite indices. For example, im-
provement is in prospect for most

soft goods lines and stabilization is
likely in certain durable consumer
goods lines—whereas the capital
goods industries face a growing
wave of readjustment, '

Conclusions

Question of what all this means
to the stock market is something
else ‘again—for there’s a New
Look to our business. The . me-
cnhanies are the same but the rules
are different. The .inferences I
would draw are threefold:

(1) While tax selling may cause
further ‘weakness and irregular-
ity, a really disastrous decline:
from these levels is not likely.
An all-inclusive liquidating move-
ment probably requires more pro-
nounced uriderlying deterioration
than now is evident.

(2) Conversely, however, the
background - Ive outlined spells a ..
celling to the market as a whole

~which.means that the averages,

as such,.are:“locked in” between
roughly: the 255 and 270 area for
the remainder of the year.

(3) The contradictions which lie
ahead -spell a new  phase of
markets—one -where the spec-
ulation - will ‘be. centered in
industries which can- earn more
next year, In turn, this suggests
the coming market of stocks prob-
ably will feature the so-called sec-
ondary companies rather than the
blue chips. ; ;

- Continued on page 12

Continued from page 8

Dealer-Broker Investment
Recommendations and Literature

Ami Incorporated—Bulletin—O. B, Motter & Associates, 500
Fifth Avenue, New York 18, N. Y.

Armour & Company—Analysis—Eastman, Dillon & Co., 15
Broad -Street, New York 5, N. Y. Alos available is an anal-
ysis of Canadian Pacific Railway Ordinary Stock, ;

Atlantic Refining Co.—Memorandum—Smith, Barney & Co,
14 Wall Street, New York 5, N. Y.

Babcock & Wilcox—Memorandum—Shearson, Hammill & Co.,
14 ‘Wall Street, New York 5, N. Y.

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

A, M. Byvers (Co.—Memorandum—Georgeson & Co,, 52 Wall
Street, New York 5, N. Y. .

"Collins Radio Company—Analysis——Butler, Candee & Moser, ’

44 Wall Street, New York 5, N. Y. :

.County Gas Co.—Memorandum—Woodcock, Hess & Co., 123
South Broad Street, Philadelphia 9, Pa.

Crane Co.—Memorandum—Emanuel, Deetjen & Co., 120 Broad-
way, New York 5, N. Y.

Erie Forge—Comment on in “Highlights"—Troster, Singer &
Co.,.74 Trinity Place, New York 4, N. Y. Also in the same
issue are comments on Jacob Ruppert, Beryllium Corp. and
Safety Car Heating & Lighting. Rl

Gisholt-Machine Co.—Analysis—Dayton & Gernon, 105 South
La Salle Street, Chicago 3, Ill,

Leland Eiectrie Co.—Circular—Amott; Baker & Co., Inc., 150
Broadway, New York 38, N. Y.

Lionel Corp.—Analysis—Zuckerman, Smith & Co., 61 Broad-
way, New York 6, N. Y. .

Mountain Fuel Supply—Analysis—Edward L. Burton & Co., 160
South Main Street, Salt Lake City 1, Utah. Also available
are analysis of Equity. Oil and Utah Southern OilL

Northern New England Company—Analysis—Ira Haupt & Co.,
111 Broadway, New York 6, N, Y. . )

Penn-Dixie Cement Corp.—Memorandum—Faroll & Co., 209
South La Salle Street, Chicago 4, Ill. Also available is a
memorandum: on Phillips Petroleum Co.

Pfeiffer Brewing Company—Bulletin—Gurtiey & Associates, .’

68 William Street, New York 5, N. Y.

Piedmont Natural Gas Co.—Memorandum—A: M, Law & Co.,
0ld Kennedy Place, Spartanburg, S. C.

Riverside. Cement Company—Card memorandum—Lerner &

Co., 1¢ Post Office Square, Boston 9, Mass. Also-available.is - .
a memorandum on Gear Grinding Machine Co. and on Seneca’

Falls Machine Co.
Seneca 0il Company—Analysis—Genesee Valley Securities Co.,
Powers Building, Rochester 14, N. Y.

Standard Gas-PhiladelphiaCompany—Analysis—Newburger &
Co., 1342 Walnut- Street, Philadelphia 7, Pa.

Titanum—Progress report—Dean Witter & Co., 14 Wall Street,
New York 5, N. Y. .~

Trane Company——Anaiysis;—Cruttenden- & Co., 209 South La
Salle Street, Chicago -4, IlL

U. S. Thermo Control—Data;Raymo"nd & Co., 148 State Street,

Boston 9, Mass. Also available -is information on Thermo

King Railway,
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A Complicated Worldwide
Economic Situaiion

By WILLARD F. ROCKWELL*
Chairman of the Board, Rockwell Manufacturing Co.

Deploring venal and.-vacillating political leadership in demo-
cratic countries as complicating economic trends, Mr. Rockwell
asserts political blunders and political opportunism has placed
us in desperate position. Lays down as questions vitally affect- -
ing economic trends (1) Russia’s intentions regarding war;
(2) the extent of our defense of Western Europe; and (3)
fear that end of war threat will result in economic disaster and
political funerals. Attacks confiscatory taxation, and urges
businessmen form movement to bring about spiritual and moral
uplift in political control of nation. ‘

Of all the subjects discussed, I
know of none which is more im-

portant or more controversial than-

the one assigned' to me..
cerely sought
to escape ex-
posure  of ‘my 1
bewildered :
condition,. re-
sulting from
my. opinion
that economic
- trends have
never been so
completely
complicated
by unforesee~
able and in-
comprehen-
. sible political
developments
arising from
the venal and
vacillating leadership in the so-
called democratic countries. There
can be no strong leadership when
as many as 48% of the voters in
the most recent election are op-
posed to the current leaders—as
in England and- the United States
—tor where their leaders are
merely a temporary compromise
between many minor parties—as
in France,

War No Longer Profitable

Now, “Economics” is defined as
the science which investigates the
conditions and laws affecting the
production, distribution, and con-
sumption of wealth—or the mate-~
rial means of satisfying human
desires. Most nations of the world
are preparing for war, either as
aggressor or in defense against ag-
gression—which means that pro-
duction of wealth must be partly
discontinued while men, money,
and machinery are directed into
the production- of death-dealing
devices and machines of war
which may become obsolescent in
a short time unless they are used
to destroy the lives and property
of enemy nations. Successful wars
against neighbors were once made
profitable by capture of slaves, by
seizure of property, by repara-
tions payments, and by trade con-
cessions; but modern mechanized

“and motorized warfare is so de-
structive as to offer no return of
wealth to the victor commensu-
rate with his losses. If the world
again becomes involved in a war,

. economic changes will obviously
depend on the outcome, and trends
will change as rapidly and ag vio-

I sin-

Col. W. F. Rockyell

' -1ently as the day-to-day fortunes

.of the participants. .

. The Not Too-Remote Past

Prior to 1914 there had never
. been global warfare, simply be-
cause the means of transportation
of large military forces and essen-
tial worldwide communication
'services were limited or nonex-
.istent. In our country, prior to
that year, we were avowed iso-
' lationists—and the businessman’s
foremost fear of federal interfer-
.ence came from the possibilities of
tariff changes, which might raise
or lower his costs or bring com-
petition from cheap foreign labor
i ;
-+ *An address by Mr. Rockwell at the
31st Annual  Meeting of the Ameri«

can. Petroleum Institute, Chicago, III,
November 6, 1951.

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

in-the-production of items where
labor represented the major part
of his costs. The businessman of
that day not only had very lim-
ited interest in federal affairs, but
was seldom affected too seriously
by the perpetual  or perennial
struggles for power  in- foreign
countries, ; )

England had risen to world
power following the Napoleonic
wars, and Britannia ruled the
waves. England served. as the
great police power—especially of
the world areas of unrest—and
not only managed to make many
countries pay for' that policing
power, but received ' additional
compensation from the great in-
dustrial expansion and resultant
economic rewards derived from
commerce’ and trade with the
countries which it policed. Eng-
land then demonstrated that in-
dustrial growth is the modern re-
quirement for national strength,
and that the opening of new mar-
kets assures continued expansion.
In complete contrast’today, our
country has been' paying for the
doubtful privilege of playing po-
liceman for the world: We are in
the strange position of leading a
desperate police action to secure
world peace, but we are.con-
fronted with claims for damages
from the country which we are
defending at such great cost in
lives and health.

During England’s period of for-
eign control the scale of living in
England  rose rapidly until the
first challenge came from .Ger-
many, where expanding industri-
alism, combined with the rapid
growth of its maritime strength,
enabled Germany to threaten Brit-
ish supremacy. When these two
nations went to war, the indus-
trial strength of our country was
rapidly overtaking—if it had not
surpassed—both; but, at that time,
our nation not only remained iso-
lationist to the extent of the Mon-
roe Doctrine, but no one —and
least of all our own leaders—con-
sidered our nation as a possible
interventicnist.

Inextricably Entangled

In ‘World War I it was only
after England and her allies had

-sent enormous orders here for

military equipment and munitions
that the Germans ruefully realized
that American . production. could
turn the tide of battle against
them. Wheuw the Germans started
their depredations against neutral
ships carrying war goods made in
America, ‘the Germans - joyfully
accepted President Wilson’s word
that we were “too proud to fight.”
Although Wilson's ~ election in
1918 was attributed to that slogan,
it was only a few days later that

-our pride was so badly wounded

through German attacks on our
citizens :urd property that Con-
gress declared war. From that day
to this we liave become inextric-
ably entnngled in foreign affairs;
and, as time goes by, the entangle-
ment becomes greater, “hile the
possibility of extricating ourselves
appears less. It really is remark-.
able that isolationism is held to be
an almost treasonable viewpoint
in our country at this time,

Having fought World War I “to

- end all wars,” we had tried sub-

sequently to escape further for-
eign- entanglements, only to be
drawn or pushed or enticed into
a second world war “to end all
dictatorships.” Our enormous con-
tributions in lives and wealth
seemed to have been justified
when World War II was success-
fully concluded withthe surrender
of .the aggressors; but, as the re-
sult of political and -diplomatic
ineptitude and inexperience, the

‘hastily-drawn and - ill-considered

peace terms -again set -up “and
strengthened. a new aggressor; ‘so
that, just six years later,-we are
threatened with a third world
war. . " tg
“The Korean Incident = *
_~We now have the Korean inci-

dent on our hands—which, in its’

first 15 months,:has run up to, a

greater cost in men and money.

than the first 15 months after our
entry .into the second world war.

.Keen military observers in France,

England,- and - Western Germany
attribute the Korean affair ‘to
secret and subtle internal political

moves in our country which pre- -

vented prompt and proper action
when ' Russia- set up the Berlin
blockade. They believe, ‘and in-
sist, that if we had told the Red
Russian Rulers in 1948 that we
were going to maintain free entry
to Berlin—even if we had to use
force—the Russian leaders would
have' backed down. But, because
of the coming Presidential elec-
tion, our politicians resorted to
the air lift as a way to prevent a
war scare which might cost a few
votes. ‘I'nat moral retreat at tnat
crucial moment not only . cost
many lives and involved a bil-
lion-dollar waste, but completely
convinced the Red Rulers that we
would not fight any ‘minor in-
vasion of our rights— and so they
moved into Korea! Economic
trends for the past two years have
changed with the political drift—
and “drift” is the only word fo
describe ‘our political course in
world “affairs,” so far as ‘having
any definite course is concerned.

The Single Aggressor

There is only one world power
which obviously wants war, but

v

that power has gained its. greatest
number ‘of-adherents simply
through its propaganda, which so
falsely claims that it is the only
nation in favor of world peace. In-
telligent -analysis brings the in-
evitable conclusion that it is cer-
tainly not the Russian people—it
is only the dictator in Russia and
his small group in the Kremlin
who press the threat of war when-
ever they beliéve such threats will
gain concessions. Reliable reports
indicate that 20 million Russians
are held in' slave-labor camps,
while 150 million more are regi-
mented and forced to work long
hours to build the industrial might
of their Red Rulers. -

Dictator Stalin treats our politi-

"cal leaders with the utmost con-

tempt. Our leaders’ postwar com=
ment that “Old Joe isn’t such’a
bad fellow” hardly coincides with
more.recently expressed opinions
that- Joe is 'a . conscienceless
scoundrel ‘'who keeps agreements
only when he fears the conse-
quences. Too. bad they did not
know that before Joe had
swindled. -our leaders through
secret aid of fools and ftraitors,
who were exposed only after their
red-herring camouflage was
stripped by’ confessions of thefts
of atom-bomb secrets. Joe derived
great concessions before this re-
versal of political opinion—both
by false promises and by veiled
threats. Our politicians in the war
councils—when they were trying
to induce the wily Russian to join
in the war against Japan, and at
the subsequent peace meetings—
contributed more to Stalin’s power
than' he could have gained in
many years of iron rule over the
Russian people. We shall probably
never know how much our coun-
try lost when we were so badly
taken in by the Russians, with the
treacherous aid of the red fringe
of State Department advisers,
Joseph Stalin, writing in the
“Foundations, of Leninism,”. ex-
pressed. his admiration for Amer-

“ican industry in these glowing

words:
“American efficiency ig that in-

. domitable force which neither

knows nor recognizes obstacles;
which, with its businesslike per-
severance, brushes aside all ob-
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stacles; which continues at a task

-once started until it is finished,

even if it is a minor task: and,
without which, serious construc-
tive work is inconceivable.”

. Stalin knows that industrial
might is the absolutely essential
element in any plan to gain world
power. QOur fear of Stalin should
be based primarily’ on the fact
that he recognizes this truth; and
that our own political leaders are
constantly seeking to shackle and
hamstring American industry for
the purpose.of controlling. it phys-
ically and financially for political
power. Our leaders have failed to
establish the truth about our bet-
ter way of life, whereas Stalin
has used his propaganda to con-
fuse the issues and to confound
the people of the world. Sooner or
later, the falsity of his propaganda
will be exposed but our present
danger comes from the potentials
involved if -he-"successfully Lac-
complishes his objectives in. in~
creasing Russia’s industrial
strength. ; ' '

To return. his compliment to -
American industrial efficiency, we
might say that a dictatorship as
firmly established as his, with its .
ruthless rule over a vast number
of people, has:proved. to. be the
greatest and most efficient method
of rapidly rising to world power
—although history has failed to
record a single instance when any
human being has long managed to
retain such. power over his own
nation—even when avoiding the
risk of simultaneous efforts .to
hold. other nations as submissive
satellites. ] "

Bankruptey Threatens

Looking to our economic situa-
tion, there is no doubt that politi-
cal blunders and political oppor-
tunism have placed us in a des-

‘perate position; but, on the other

hand, we are still the greatest'in- |
dustrial power ever known on this
earth, which produced our high
scale of living in peace and pro-
vided the means to establish and
sustain the forces on land, sea, and
air which dominated the world in
1945. Our industrial strength can
only be cut by the advance of S0=

cialistic . measures, from  which
Continued on page 30
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A Digest of Market Averages

By RODGER W. BRIDWELL

Partner, Investors Research Company
Santa Barbara, Calif. ;

Mr. Bridwell, commenting on confusions and diversions of lead-

ing stock market averages, describes variety . of meth_ods of

constructing these indexes and the differences in their unit com-

positions. Althotigh stating market averdges are indispemafble

tools for understanding price movements, warns against

dependence on only one type of averagé in measuring stock
market trends.

Comparing the level of stock
market today and at the peak of
the great 1929 bull market is a
currently popular pastime among
financial writ-
ers and anal-
ysts. Unfore
tunately, the
conclusions
drawn from
such coms-
parsions are
seldom in
agreement,
More often
than not, they
merely add
ta the confu-
sion about the
comparative
level of stock
prices.

-For example, comparison of
three leading market averages
that were also being computed 22
years ago reveals a widely diver-
gent picture, A well-known 365
stock average has already ex-
ceeded its 1929 high by a few
per cent. In sharp contrast, the
Dow - Jones Industrial average
would require a further advance
of more than 40% before equaling
its best 1923 level, while the New
York “Times” 50 stock average
would require a further advance
of more than 70%.

Happily there is a growing
realization on the part of inves-
tors that the historical level of the
stock market is a will-o-the-wisp
which depends largely on what
type of market average is con-
sulted. Today’s investor also real-
izes that when one market index
moves up or down twice as fast
as another, it may well afford
clues that can lead to a better un-
derstanding of market movements.
But, if we are to avoid having
these clues confuse rather than
clarify the situation, it is essential
to first have a complete under-
standing of the composition and
method of computing each aver-
age.

Bridwell

R. W.

Constructing Market Averages

Three methods of constructing
/market averages are commonly
.employed and most of the obvious
.discrepancies in performance can
‘be traced to these fundamentally
different approaches to the same
‘problem.

: By far the most common is the
straight arithmetic average. The
prices of the stocks included 'in
the average zre simply added and
ithe total price is divided by the
number of stocks in the average,
._Wher}ever necessary the divisor
is adjusted to make allowance for
stock splits and dividends.. The
'Dow-Jones Industrial average is
icomputed in this manner. Its cur-
‘rent level, well above the highest
;price of any single issue in the
javerage, is due to numerous stock
.splits through the years,
. An average which gives equal
weight to high- and low-priced
stocks—sometimes referred to as
‘a ‘“geometric” average-—is also
- freq’uently employed. (In an arith-
metic average, a stock priced at
200 will influence the average 20
times as much as a stock priced
1in the 10 range. A geometric av-
-erage assigns the same weight to
both. Accordingly, a one point
tmove in the low-priced stock will
.affect the average as much as a
.20 point move in the high-priced
:stock.
, Not so common is a third type
<of average which weighs each

stock in proportion to its relative
market importance. Proponents
argue that it is.only reasonable to
assume the market movements of
General Motors, for instance, with
its wide  following, are more im-
portant - market-wise than the
fluctuations of a stock having a
capitalization and market follow-
ing only a fraction that of the
motor giant. Such an adjustment
is accomplished before the aver=-
age is computed by multiplying
the market price of each stock by
the number of shares outstanding.

Composition of the Averages

In addition to these three meth-~
ods of computing market aver-
ages, a wide variety of averages
are available which differ in
composition, i.e. in the type and
number of stocks included in the
average. ‘A few of the more com~
mon divisions are made between
high-priced and low-priced stocks,
industry groups, war vs. peace
stocks and other categories. - Only
those averages designed to repre-
sent ‘'the entire market are con-
sidered in this discussion.

The average mentioned above
that has out-stripped all others in
this bull market is a broad 365
stock index of the third variety.
The reason for its stellar perform-
ance is obvious; the favorites in
this market have been the invest-
ment-grade shares of our largest
corporations. Since the “blue-
chips” usually either sell at a
higher price or have a larger capi-
talization than the shares of the
smaller, more speculative com-
panies, they exert a much greater
‘influence on this 365 stock aver-
age., . :

When demand is: greater  for
high-priced investment-grade se-
curities than for low-priced spec~
ulative “cais and dogs” it will also
be reflected in the relative action
of geometric and arithmetic mar-
ket averages. Such a divergence
has been especially noticeable
throughout the postwar period.
Representative geometric. aver-
ages that give equal weight to
high and low-priced stocks are
now hovering around their 1946
highs. ‘In contrast arithmetic av-
erages are far above their best
1946 levels. The Dow-Jones In-
dustrial average, to mention only
one, is 30% above its 1946 bull
market peak.

The postwar preference for in-
vestment-grade stocks was strik-
ingly demonstrated by the action
of the three types of averages at
the 1947 and 1949 intermediate
bottoms. Averages - adjusted to
give proportionately greater
weight to those stocks having the
largest capitalization bottomed in
1947 and held above this low in

June, 1949. Straight arithmetic.

averages just about equaled their
1947 lows and 1949. On the other
hand, geometric averages estab-
lished a new bear market low in
June, 1949 that was well below the
1947 bottom. ‘

Number of Stocks Included

The variations illustrated are

based- on. averages which differ
both in the number of stocks in-
cluded (all the way from 30 to
450) and the manner in which
the stocks are proportioned among
the various industry groups. For

example, in one average no Rail-,

road issues are included while in
enother Rails represent 50% of
the total. Nevertheless, it is prob-
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able. the very same variations
would have occurred during the
postwar period if the makeup of
each average had been identical.
In other words, the action of a
market average is affected at least
as much by the method of cal-
culation as by the stocks included.

Bearing out such a conclusion is
the recent action of a privately
compiled 450 stock average which
carefully proportions -component
stocks between the chief industry
groups.. This average was calcu-
lated at each of the infermediate
market turning points so far in
1951, first -as an arithmetic aver-
age and then as a geomettic aver-
age. In each case, the list of stocks
was identical but the price of the
average was appreciably affected.

To start with, both methods of
calculation produced a new bull
market high in February, 1951,
Subsequently, the arithmetically
computed average established a
new, high in. May, 1951, but when
the same average was adjusted at
the May top to give equal weight
to high and low-priced stocks, it

failed by a.considerable margin .

to equal its February high. When
arithmetically calculated;the
average then exceeded its May
high on Aug. 3, but it’ was- not
until Sept. 6, that the same aver-~
age when calculated geometric-
ally, surpassed its February high.
In this particular example,, the
arithmetic average provided the
desired picture since the market
subsequently moved much higher.

What Average?

The purpose of studying any
market average is to recognize
the underlying trend of stock
prices and especially to recognize
changes in that trend as soon as
possible.- Some times one type of
average will best accomplish this
objective, some times another, "

It is a common observation that
investment-grade, high-priced is-
sues resist the final stages of a
bear market relatively well and
also hold up relatively well in the
final stages of a bull market. If
such an assumption is warranted,
then an arithmetic average should
be the first to turn up. near the
end of a bear market while a
geometric average should be the
first to turn down towards the end
of a bull market.

It should not be concluded from
the foregoing discussion that the
market averages are not valuable,
in fact, indispensible tools for un-
derstanding market movements.
However, it does suggest that
more than one type of average
should be considered and that dif-
ferences in the action of each
average should be a, valuable adid
toward a better understanding of
the market rather than a source of
added confusion.

Continued from page 10

The Next Six Months
~In the Stock Market

If this seems too narrow a view,
I'd like to add the thought that
there is no rule which says the
market must go straight up—or
straight down. If this seems too
short-term a view, I'll add the
thought that we could be facing
an “inside year” in 1952—a broad
trading range resting on top of the
1946-49 area. I'll even add the
thought that we may see an im-
portant upward move later develop

within this pattern—if the public .

takes heart from the fact that gen-
eral business activity remains
high. In the meantime, selec-
tivity is at a premium; the nimble
—the alert—can enjoy a private
bull market.

After all, the stock market is no
different from life itself; it
doesn’t offer security, but it

does offer a wealth of opportunity.
And the’ opportu‘nit_ievs for profit

still exist.

\

 From Washington
Ahead of the News

By CARLISLE BARGERON

Following the recent election of Rudolph Halley as President
of Cily. Council of New York, some admirers of Senator Estes
Kefauver who are pushing him for the Democratic Vice-Presi-
dential nomination, got.the brilliant idea that Halley might give

‘their man a boost, a statement on the order of

“I owe everything to Senator Kefauver” or
something of the sort.. So they put a young
newspaperman -on the irain to go up to New

York and talk with Halley ‘who had sprung

into prominence, of -course, as the prosecutor

‘of the Kefauver Crime Ccrmittee,

Well sir, in the first place the young man
had tror:ble getting to see Halley but Kefanver
interceded and Halley agreed to meet him,
They met at Halley’s home one morning and
were to talk in the cab on the way downtown, .~
Halley understandably being a very busy man.
The young mman falteringly proceedéd with his
mission. As soon as Halley got what he was
driving at, that he should say something by"
way of a boost for Kefauver, he ordered the:
cab to the side of the curb, and as the story
goes in Washington, said, in effect: :

“If that’s what you want there is no need of your taking up
my time or wasting yours.” A

Thus we see a further breaking up of the beautiful friendship 3
of men selflessly engaged in a great crusade against evil-doers.
When the work of the committee reached its apex in a fanfare of
television publicity, and Xefauver decided it was time for him to
quit at this high point, the mutual admiration of the committee
members and the staff workers knew no bounds, Kefauver owed
everything to his fellow members, particularly Senators Tobey and
Wiley, and. to-the brilliant work of the staff and they in turn
owed everything to Kefauver, his courage, fearlessness and direc-
t@on. But their ardor for one another has been cooling for some-
ime. | :

Kefauver jumped the gun and wrote a book  before Tobey
could get one to the press and he is reputed to have made half a
million dollars out of it. Furthermore, Tobey and the others have
had to play second fiddle to him on the lecture circuit, He com-
mands, I understand, $1,500 an appearance while Tobey, for ex-

‘Carlisle Bargeron

- ample, whom I think is the better performer, can get not more

than' half of this. Senator O’Conor of Maryland, who kept the
committee going as a vehicle for his reelection next year, feels
let-down because the work of the committee after Kefauver has
been anti-climax. Only Halley, besides Kefauver, seems to have
cashed in and he feels no debt or obligation to his former em-
1qloyer. Such is gratitude in the great game of seeking the head-
ines.

Yet he is justified in feeling that his noble fight against cor-
ruption was not the sole or necessarily the main reason for his
election to the Council Presidency. This made his name a house-
hold word, of course, and thus emboldened him to make the race.
But from then on he had another and a very potent political appeal
in such a city as New York.

I bring this out because I hope. the Republicans don’t come
to rely too much on the crime and corruption issue. In the recent
local elections there were two or three overturns, instances. of
“kicking the rascals out” which might be attributed to public
indignation toward crime and corruption, but I wouldn’t pui too
much stock in it.  The Republican defeat in Philadelphia is gen-
erally charged to such an arousal on the part of the voters. But
what had a lot to do with it was that the Republicans, admittedly
in a hole, tried to bail out by running a clergyman for mayor.

‘This was supposed to be smart and slick stuff but a clergyman in

politics probably caused as much resentment as any indignation

against the Republicans which the voters had held. .
These indignations against crime and corruption have a way

of blowing over, and in an era of cynicism such as we are now in

« I doubt they are very deep in the first instance. In my more

unsophisticated days back in 1924, T would have bet my last penny

*“*that an angry public would kick out the Republicans on ihe basis

of the scandals of the Harding Administration. Instead, that year
the Republicans broke into the South, :

It is not my thought that the Republicans should let up in
their exploitation of the mink coat and internal revenue scardals
but they will be pretty old stuff by November of next year and
there will have been a lot of so-called cleaning up. But it is my
concern that the Republicans may become so absorbed in these
lesser matters as to neglect the graver ones. Bear in mind that
these scandals are the result of the times we are living: in;.they
are not responsible for the times, .

Frankly, I am not shocked by the disclosure that our inteérnal
revenue collectors are political appointees and not supposed to do
any work. They have always been that in my time, and there has
always been politics at the higher level in income taxes,

I recall very well studying some income tax cases against
Republican politicos shortly after Roosevelt had been elected the
second time. The cases had been filed in his first term but these
Republican politicos had stalled and stalled in the conviction he
would be defeated in 1936. It was funny to see them rushing in
to settle up after the strains of “O Susanna” had died out in every
state save, perhaps, Vermont and Maine. What is really wrong
now is that the “political ins” are revelling in billions as com-
pared with the relative peanuts which the Republicans had. The
main job is to correct that situation.
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In Defense

of Installment Buying_

By BYRON S. COON#

President, American Finance Conference

Citing rapid growth of instalment credit, along with mass
production, as pillars of American prosperity, Mr. Coon holds -
government interferences under Regulation W may cause
breakdown of current distribution system. Contends mass
production and mass financing “have put nation on wheels.”

Forty years ago the first auto-
mobile was sold on an instalment
plan. There has been no fanfare
to. mark it, but 1951 is the 40th
anniversary
of a major
economic
event. In 1911,
there began
the greatest
orderly. revo-
lution of in-
dustrial and
social devel-
opment. in
American
history. A
method was
discovered to
make it pos-
sible for every
family to, ulti-
mately own an automobile. This

Byron S. Coon

new method, time sales financing

of automobiles, was the beginning
of our industry.

Government interferences in
1951, however,: presented a prob-
lem which- threatened .the oppor-
tunity for all families to own
cars. = Interference with instal-
ment buying by the Federal Gov-
ernment reached such an extent
that the very existence of your
company was threatened, to say
nothing of  the future of the
:tzxutomobile manufacturing  indus-
ry.

Just how serious this problem
was can only be judged by exam-
ining . the prominence of the
automobile industry in our econ-
omy. Before instalment financing
was created in 1911, a total, of
only 521,000 cars had been sold in
this country. Producing for such
a small market meant- the price
had to be high. It cost three
years’ pay of a skilled factory
worker to buy an automobile.
Many people at that time recog-
nized that the industry was at its
peak, if it had to depend upon
cash sales. There were not many
more families that could afford to
buy a car for cash.

The situation has changed. As
late as 1949, it took the average
worker only seven months’ aver-
age factory pay (at $2,746 per
year) to buy a medium-priced
automobile (selling at about
$1,600). © Mass production re-
quired methods of mass merchan-
dising, including financing. Our
industry has accompanied the.
mass manufacturing of automo-
biles to where it is now possible
for a worker to buy a car out of
2% months’ earnings, this amount
being ‘the down payment. The
rest he may pay for on g “pay-as-~
you-ride” basis. )

Without - adequate - instalment
financing, the market for used
cars could never have developed.
It is the monthly payment that
sells cars. To establish the size
of this auto market, listen to these
figures. Since instalment financ-
ing began in 1911, 93,000,000 cars
have been produced in this coun-
try.  Statistics tell us that over
40,000,000 of them are in use
today by the nation’s 42,000,000
families. 'Forty years of instal-
ment selling made mass produc-
tion possible. Forty years of instal-
ment selling has made it possible
to have every person in these
United States ride in an automo-
bile at the same time! Think of
it—everyone of the people in the
United States can go some place
sitting down and all go there at

_*Opening. remarks of- Mr. Coon at
18th Annual Convention of the American
Finance Conference, Chicago, Illinois,
November 13, 1951, .

the same time—and pay
they earn.

Mass production -and mass fi-
nancing have enabled the nation
to be on wheels, making a car a
necessity for everyday existence.
Many surveys are available which
show that at least 52% of all the
trips taken in the automobile are
for business; 13% are for shop-
ping for the family; 19% are for
miscellaneous family chores, such
as visiting the doctor or dentist,
and getting the kids off to school.
These ‘same reports. show that
only 15% or 16% of the mileage
of automobiles is in trips in the
social and recreational class.

while .

.Some surveys in factory areas on

the West Coast show that 75%
of the automobiles are essential
to getting defense workers back
and forth.

Bringing the automobile into
every family has had a tremen-
dous impact on all kinds of activi-=
ties.. The six million plus new
cars produced in 1950 used up
agricultural products from' some
three million acres. Breaking it
down into details, almost 410,000,-
000 pounds of cotton, over 3,000,-
000 bushels of corn, 14,250,000
gallons of = molasses, : 12,000,000
pounds of turpentine, 190,000,000
pounds of wool and many other
farm' products—things which we
normally would not think of as
going into automobiles—end up
in your automobile. 80% of all
rubber consumed in the United
States goes into automobiles; 75%
of the plate glass goes into the
making of automobiles, as well as
68% of -the leather upholstery,
and about 55%of-the alloy steel
and malleable iron. The best way
to get a summary is to look at the
number of people who are em-
ployed in automobile manufactur-
ing, servicing and. related fields.
Statistics' report that one out of
seven people working in ‘the
United States owe their- jobs to
the automobile,

Those of us who know the im-
portance time sales play in the
selling of cars should realize that
we, too, have an important part
in making all this economic activ-
ity possible. We must remember
again and again and impress
upon all who will listen that
without - instalment selling these
activities will grind to a halt. It
isn’t so much . the price;-it’s the
monthly payment that sells them.

A noted economist in our coun-
try, Dr. A. Anton Friedrich,
recently called the mass instal-
ment credit system along with the
mass production methods it stim-
ulated “the two pillars of Amer-
ican prosperity.” Isaac F. Mar-
cosson, a noted authority on
American industry, said: “Instal-
ment buying now emerges as the
builder of America’s standard of
living, It is a revolution which
has lifted the average man to the
level of living once reserved for
the few. It is one of the greatest
economic forward steps that has
been devised in' modern times.”

The industrial plant that won
World War II and is now our
greatest check on Russian aggres-
sion, was developed to meet the
public’'s demand for goods it
bought on time payments. And
the factories that are producing
our defense goods depend on
workers’ cars'to get them to and
from their jobs. Thus financing
and mass production tied together

form an important mainspring in -

the American economy. There-
fore, it should be clear. that if
any government body tampers

with this mainspring it threatens
not only -the instalment economy,
but its’action threatens to bring
ihe wheels ‘of American economy
and society to a halt.

Such a serious problem faced
the American’ public, the Amer-

.ican . manufacturers. and the in-

stalment lenders when maturities
on Regulation “W” were reduced
to 15 months.”  But, more than
that, such a catastrophe threat-
ened to come sooner because a
certain . small group of adminis-
trators- could arbitrarily -reduce
maturities to any point. Our busi-
ness was being pushed around and
threatened with extinction! The
problem became a fight for our
life.

Almost immediately following
the convention last year, your
administration ‘was  confronted
with Regulation “W,” then Fed-
eral Trade Commission problems,
and various other legislative prob-
lems. We were brought face to
face ‘with public relations prob-
lems and legislative relations
problems in Washington. A real
problem..of existence confronted
us. - And, I hope .none of you are
naive enough to think that things
from that point on just happened
by themselves.. ;

Your, officers had to either ac-
cept the responsibility and redou-
ble their efforts to be heard, or all
of us would have had to reconcile
ourselves to.a position of impo-
tence - following . the . results’, of
treatment we were receiving from
the bureaucratic .leaders of our
government.

Your leaders decided to go for-
ward and -fight! Objectives were
set up that included basically the
decision to fight for. our rights in
Washington, both- on' Regulation
“W” .and on so-called “Federal
“Trade Commission fair practice
rules.”” 'Many hours of executive
leadership were spent to. make
the decision important to you and
to the automobile industry -and
thus to the economy of the coun-
try as a whole.

To approach - the problem, a
team of specialists was orzanized
and some outside assistance was
employed through the direction of
your Executive Committee.

The officers of your Association
felt it had to have assistance —
they needed men who know how
to accomplish these things in

Washington. Hiring the right per--

son at the right time is an execu-
tive function in the Association, as
well as within our companies.
After careful consideration, this
led us to hiring the man we were

told could do the job—a man who

could carry our case -before Con-'.

gress and the government bu-
reaus. After careful consideration,
the former Senate Majority Lead-
er, Scott Lucas, was hired to do
the job. Other things had to be
done besides just hiring Mr.
Lucas. ' An organization had to be
created on the firing line in Wash-~
ington.: We had to get action from-
the automobile ‘dealers, from the
automobile buyers, and from: the
public ‘themselves, to write" their
Congressmen: expressing. their
honest opinions. We had. to find
a way to focus the scattered in-
fluence of our own industry group
and its close friends on the people
in Washington who were making
these decisions. We retained Phil
Lesly and his public relations or-
ganization to help do' this job in
Washington. and with the public.

The services of economist Fred
Schuster were secured, to advise
the board of directors and Execu-
tive Committee on basic facts that
could be used by others to correct
the thinking of the government
officials. You will hear more of’
this work later in the meeting,.

Here, then was a plan of action
—a plan of attack, if you will. It
was set up at the winter meeting
of the Executive Committee to get
the program rolling. You remem-
ber the hectic months of June and
July when the.  Regulation “W”
fight was carried to a successful
conclusion. ‘At least the first step
~the first battle—was won, when
the Regulation was passed by
Congress putting a “floor” under
the maturities, P

Only through a combined action
of all the leaders of the Trade
Association were we able to ac-
complish this. Legislative repre-
sentation was being expedited by
Senator Lucas; public relations in-
formation was being disseminated
through the leadership of Phil
Lesly; and economic and philo-
sophic information was being
made available through our friend
Dr. Schuster.

Every. industry that has had a
public relations problem has had
to depend on this type of com-
bined action sponsored @by -its
Trade Association to get its rights
heard and pointed up at Washing-
ton. These actions must continue.
These activities cannot be allowed
to be dropped now. The war is
not won. We have just won a sin-
gle battle. We cannot rest on our
laurels now that we have won a
“floor” under credit terms with a
minimum of 18 months. That is a
small victory compared to what
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we must win over the years.
We-have a fine industry. It is
a . business. that contributes to
sound and necessary things. We
can be proud of it. It is a business
that is essential to the country’s
needs in peace and in war. It is a
liquid business and has proved
itself over many- years. Believe
me, it's worth fighting for! Don’t
leave it to George to ‘do it. Don’t

‘leave it to some other association

to protect it. Let’s be the leaders
in protecting mass financing, and

.through it, mass production of

automobiles.

Now for the future, what should
our program be? First of all, we
must take preventive action to
make sure we are never placed in
such a precarious position again
and take preventive action to
make sure we won't be kicked
around on other issues. . =~

This is a responsibility not only
to ourselves, but it is a responsi-
bility- which we must accept  to
help protect the transportation of
the country, which is essential to
the every day economy of life and
essential to the defense of our
country, I urge you not to give
up for one moment the aggressive
fighting position: in which we have’
placed ourselves. - We mast be led
on to more and more victories.
We must see that the economics -
of mass financing are apparent to
all manufacturers, and to all legis-
lators and to John Q. Public, him~
self.” That is' a real problem for
us to continue to solve.

“Follow through in '52"—that's
an action slogan.

Norman Free Manager
For St. George Hotel

Norman H. Free has been ap-
pointed general manager of the
St. George Hotel, Brooklyn, it
has been announced by Martin
Samuels, vice president of Bing
& Bing, Inc., which operates the
hotel. Mr. Free has been: asso-
ciated with the St. George since
1933.

A. M. Kidder Phone
Wires lo New England

A. M: Kidder & Co., One Wall
Street, New York City, members
of the New York Stock Exchange
have installed private telephone
wires to Mixter & Co., Boston,
Mass., Hanrahan & Co., Worcester,
Mass., and Brown, Lisle & Mar=-
shall, Providence, R. L

November 20, 1951

The Offering Circular may be obtaine
such of the undersigned and other

$1,875,000

Lehigh and New England Equipment Trﬁst

Series M

314% Equipment Trust Certificates

(Philadelphia Plan)

To mature $125,000 annually on each December 1, 1952 to 1966, inclusive

To be guaranteed unconditionally as to payment of principal and dividends by endorsement
by Lebigh and New England Railroad Company

Priced to yield‘2.25'% to 3.25%, according'to maturity

Issuance and sale of these Certificates are subject to authorization by the I nl:rstql:.Co{rzmercc Commission.
d in any State in which this announcement 1 nr_culat:d  from only
dealers as may lawfully offer these securities in such State.

HALSEY, STUART & CO. INC.
R. W. PRESSPRICH & CO.
" MCMASTER HUTCHINSON & CO.

FREEMAN & COMPANY
WM. E. POLLOCK & CO., INC.
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Status and Outlook of
Pharmaceutical Industry

By ERNEST 1. VOLWILER*
President and General Manager, Abbott Laboratories

Though stating pharmaceutical industry comparatively is not
large and, aside from outlays by hospitals and physicians, gets
less than 19, of consumers’ income, Dr. Volwiler calls attention
to recent continuing developments in drug therapy, resulting
in expansion of drug producing plants. Notes highly specu-
lative character in developing new products, and reveals rapid

self-sufficiency of U. S.

All of our prized assets stem
from the condition of our health.
Broadly speaking, our status as a
nation depends on it; and many

X < ot the politi-
cal, social,; and
economic
problems of
the world, and
the mainte~
nance of peace
between na-
tions are re~
lated to their
degrees of
. health and the

control of dis~

ease.

oo it is that
we who are
engaged in
the pharma-
- ceutical  hnai-

ness feel that we are most fortu-
nate. We have the fun of doing
business in its various phases, in~
cluding the making of a profit;
and at the same time we have the
encouragement and the lift that

0A

Ernest H. Volwiler

come when a’ drug 'saves a life"

or removes some of its pain and
discomfort.

During the early 1930’s, some
men in high government places
held the philosophy that business
had reached its horizon and that
we should all consolidate what we
had and adapt ourselves to a
gradually declining economy over
which government would wield
an ascending degree of control,
The falsity of this defeatist phil-
osophy was evident then, and it
has since been disproved time
and again. True, our geographic
frontiers were largely gone, but
invention in science and in en-
gineering has more than made up
“for them. Since the virility of the
pharmaceutical industry is based

on a continuing flow of new ideas

- *An address by Dr. Volwiler before

Fourth Session of 20th Mid-Continent
Trust Conference of Trust Division of
American Bankers Association, Chicago,
Ili,, Nov. Y, 1951, y

‘mean

in production of drugs.

put to practical application, it can
be used as an example of what
has been accomplished and what
may be expected of our economy.
* During his lifetime, even the
youngest person in this room has
seen a revolution in medical prac-
tice. Some of this has been due to
better understanding of disease,
some to better surgery, and some
to better medicinals. As recently
as 1920, the number of highly
potent and really effective drugs
was quite small. For many dis-
eases, .the belief had continued
that medicinal agents might alle-
viate symptoms but only the body
could cure the malady, A series
of electrifying discoveries  then
ensued, and they were of such
deep interest to nearly every one
that at times the layman came to
speak of disease and drugs almost
as glibly as the doctor and the
chemist, The story is told of the
lady who came to- see her physi-
cian, After  an .examination he
said, “You are somewhat run
down. I had better prescribe some
vitamin BL1.” She asked, ‘“You
thiamine. hydrochloride,
Doctor?” He inquired, “Is  that

~what they call it now?” Although

the layman today has a much
more accurate knowledge of how
to guard his health, and even
though he often jumps to un-
warranted conclusions = and is
sometimes misled by articles in
high-geared magazines, he relies
more regularly . on his family
doctor who, in turn, is better
equipped by training, tools, and
drugs to take care of the patient’s
needs.

The pharmaceutical industry is
not large, as some industries go.
In the United States, expenditures
for drugs in 1950 were approxi-
mately $1.5 billion, or less than
1% of the consumers’ disposable
net income. This amounts to about
$10 per capita. Hospitals took $1.8
billion, doctors. $2.3 billion. By
way of contrast, tobacco took
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more than doctors and drugs
combined, and alcohol took twice
as much.

As I have indicated, medical
treatment prior to the present
century was directed principally
to the relief of. symptoms. Mor-
phine and digitalis are two exam-
ples of such drugs which remain
in prominent use today. Along-
side them were many. other prod-
ucts of natural origin, such as ex-
tracts of many.plants, seeds, and
roots which had little or no thera-
peutic  effects. But quinine was
an effective drug against malaria,
Its first recorded use was for the
cure, in the seventeenth century,
of the malaria-afflicted wife of
the Viceroy of Peru, the Countess
of Cinchon. Quinine, like many
other. natural drugs, has largely
given way to the more effective
and better tolerated drugs dis-
covered by the chemist and manu-
factured in large amounts in
:modern pharmaceutical factories.
Many of our modern drugs have
the power to cure, as well as al-
leviate disease. ;

Advances in Drug Therapy

‘The spectacular " advances in
drug therapy of the last quarter-
century can best be indicated by
references. to, several fields in
which - this, progress has’ taken
place. The use of the various
known vitamins for the cure, as
well ‘as the prevention, of nputri-
tional diseases has become so
firmly established that no well

informed person should remain a

skeptic, The incidence of nutri-
tional deficiencies, due to lack of
‘these  potent products, - is " far
greater than was believed even 10
‘years ago. Such deficiencies can
and - do  occur ‘even - with our
bountiful diets, due to deteriora-
tion of foods, poor preparation,
and lack of absorption of all the
essential nutrients from our gas-
trointestinal track. The poorer and
more unbalanced the diet, the
greater is the likelihood of de-
ficiencies, Foods, particularly the
most needed ones, are expensive;
and large masses of people, as in
our South and in the Oriént, suf-
fer from disease and die from the
Iacl; of - the 'essential - vitamins
which the foods should supply.
When vitamins were synthesized
and became available at much
lower cost, the control of many of
these nutritional diseases became

. possible. Even in poverty-stricken

India and China, beri-beri and
pellagra can” be prevented and
cured by fortifying rice and other
iogds with small amounts  of
thlz:mine and nicotinic acid at low
cost,
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Most of the vitamins are now
made synthetically, one of the
most recent being the valuable
vitamin A, We need no longer
depend on the fish to manufacture
it for us. The still newer accom-
plishment has been the produc-
tion, by fermentation, of vitamin
B 12, which is so valuable for the
treatment of pernicious anemia.
The chemists and the micro-
biologists together have taken
care of most of our vitamin needs.

1t is estimated that up to 5 to
10% of our people suffer in vary-
ing degree from allergi¢c condi-'
tions — hay fever, urticaria or

hives, and others. The discovery

within the last 10 ‘years of the
antihistamines has given us ex-
tremely useful agents for the con-
trol of these conditions. Today
there - are several dozen good
products available, all somewhat
similar in action but having some
differences in effect and in dura-
tion of action. Some persons re-
spond better to one than to
another of these synthetic com-
pounds.

The use of the antihistamines
for the relief of colds was based
on a mistaken premise, and they
have proved ' disappointing. The
demand for such use mushroomed
in one year to tens. of thousands
of pounds of various antihisti-
mines, but it dropped very pre-
cipitately. However, the value of
the - antihistimines for allergic
conditions is more firmly estab-
lished than ever,

Drugs affecting the mood have
also become firmly established.
One class, represented by - such
compounds as Amphetamine, De-
soxyn, and Dexedrine, are very
useful ~ for treating depressive
states of psychogenic origin; they
are also useful in causing a reduc-
tion in appetite.

To produce another kind of ef-
fect—namely, sedation and sleep
— the pharmaceutical manufac-
turers have developed a number
of barbiturates. These have a very
important place in medical prac-
tice. While they .are not habit
forming in.the sense that mor-
phine is, long continued unsuper-
vised use may lead to dependence
on them. This points to the neces-
sity of medical supervision when
they are employed. Compounds of
similar - structure are also of the
utmost value in the control of the
several types of epilepsy. These
conditions, which interfere so
markedly with normal life, are
sometimes - due to brain injury;
and sometimes they are of more
obscure origin. The administration
of the anti-epileptic drugs permits
many of -these unfortunate indi-
viduals to live practically normal
lives. I

Some of the most exciting and
important developments have re-
sulted . from  the = discovery in
animal products of a class of com-
plex compounds called steroids.
The female and male sex hor-
mones, the bile acids,-vitamin D,
and cortisone all belong to this
family. More mention of them
brings to mind a wide variety of
human malfunctioning and dis-
ease which they relieve. )

No constituent of ‘the body has
received more study than blood.

- There are still- many things which
- we don’t know about it, but much
-has'been learned. We now have
- good agents to use in surgery, and

in some diseases to prevent blood

;.. from clotting, - such as heparin,
.Dicumarol, and Cumopyran.' We

have vitamin K, which -produces

~the opposite effect—namely, clot-

ting. The present active cam-
paign by the Red Cross for vast

' _quantities- ‘of . blood; for use in

Korea and for civil defense and

' other potential disasters, points to
the fact that human blood is still .

the par ‘excellence product. !

But blood as such is unstable. It
can be kept only for short periods,

“even if refrigerated. Furthermore,

transportation without damage. is
extremely difficult, For

these

reasons blood is either separated
into plasma, which is then dried
under high vacuum and low tem-
perature, or the blood is fraction~

‘ated into albumin, globulins, and

other constituents. In any case,
the processing of blood requires
the chemical engineering tech-
niques and the specialized equip~
ment which the pharmaceutical
manufacturing industry provides.

The so-called blood substitutes
should really be called blood ex-
tenders. The most promising are
dextran and the synthetic product
known as PVP, Although neither
compound is a complete substi-
tute for human blood, both give
promise for the treatment of
shock. The military services and
civil defense both are deeply in- -
terested in adequate quantities of
blood - itself, as well as in the -
blood extenders for more limited -
applications. i :

Hope that the conquest of
bacterial disease could be accom-
plished by chemical means re-
ceived its great impetus when the
sulfa drugs.were  discovered in
the 1930’s. The first of these, sul-
fanilamide, had . been known as a
chemical compound for about 50
years—yet, until its antibacterial
power bécame evident, it appeared
to.be only one. of the relatively.
useless synthetic compounds
which some curious chemist had
once made and put on the shelf
because no-one- had suggested a
use for it. : kil 0 20 T

The fast developing series of
sulfonamides had a. deep impact
on the practice of medicine. Just
before their discovery, many dis-
eases due to bacteria were among
our leading causes of serious ill-
ness and death—pneumonia, sep~
ticemia, venereal diseases, and
many others. There were no less
than 32 known types of pneu- .
monia alone, each requiring its
own specific type of antitoxin for
treatment. The sulfonamides have
changed all that. Pneumonia, asg
well as septicemia or blood
poisoning,  have ceased to be
highly lethal diseases.

Antibiotics

Hardly had the medical world
ceased to marvel at the potency
of the sulfa drugs when penicillin
burst on the scene. Before dis-
cussing the antibiotics, let me say
that their use has been super-
imposed on the use of the sulfon-
amides; the latter continue to be
used very widely, and for many
purposes the antibiotics have not
replaced them.

The production of penicillin,
and of the antibiotics which have
come along later, has necessitated
the development and use of equip-
ment much larger than the
pharmaceutical industry had ever
needed before. Fermentation tanks
in sizes up to 20,000 gallons and
larger, com plex fractionating
equipment making use of the very
latest engineering principles and
sterile manufacturing operations
on a previously undreamed of
scale — all of these have grown
along with the mass growth of the
tiny mold, Penicillium notatum.
The improvements of the strain
of the organism by the micro-
biologist, plus chemical and en- -
gineering advances, have caused
the 'unprecedently steep reduction
in the the cost penicillin. In 1943,
21 billion units were produced;
and the market price was $20 for
100,000 units. In 1950, almost 300
trillion units were. produced, and
the bulk market price was 4.5
cents for 100,000 units. In fact, the
cost has been reduced so far that
in some packages the cost of the
penicillin in a bottle is less than
the combined-cost of the bottle, *
stopper, label, and carton. - - =} i

Still the production and demand
have “increased: the 13 American
manufacturers-are now produeing -
almost 30 trillion units per month,
which is equivalent to ‘more than

Continued on page 20
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‘Fair Wages and R
’ Economic Stability

By CHARLES E. WILSON*
President of General Motors

Asserting increase in wages is not permanent cause of infla-
tion, unless there is a-coincidental increase in volumesof money
and credit, General Motors executive holds government spend-
ing and easy credit policy responsible for present inflationary
trends. Advocates sound monetary policies which will deflate
excessive consumer demand and thus take pressure off prices.
Wants direct controls, .which interfere with individual initiative
and curtail personal rights, removed, and upholds escalator
clauses in wage contracts.

My subject this evening, “Fair must be held down to curb infla-
»Wages and Economic Stability,” tion just as many do now. But
15 a tremendously important one. these employers: shortly had to

There is currently a great deal of raise the wages just the same, not
. controversy

over wages
and how they
can or should :
-be -deter- -
- mined. There,
is also a great -
deal of discus-,
-sion . at this
. time regarding -
.taxes; infla-
. tion, -prices,-
. profits, mate-
~ rial -shortages -
and price,
-eredit, wage .
“and produc-

. tion - controls. C. E. Wilson

 These matters :

rare all a part of the problem of
«economic stability. Volumes could
‘be written ‘on "the subject, and
there is no general agreement
even among economists in regard
to many: of the factors involved.
I am not taking the position that
‘my understanding of the subject
is complete or even correct in all
: detgils, and I am approaching:the
‘ subject more from the,point of
view of inviting all of you to look
" into the matters with me. e
Through force of ‘circumstance I
~must deal with these problems
' every day, and I have been inter-
ested in them for a long time.
. While my formal schooling is that
of an engineer, I began to appre-
' ciate the importance of ‘economic
- stability some 35 years ago when
I worked as a young engineer for
the Westinghouse Company in
. East Pittsburgh. ' After all, engi-
‘~neering -and -economics both deal
. with figures 'and ‘facts and are
, both concerned with the same
. ultimate end, namely, the most
economical use of human and
naturall resources. - While engi-
. neers deal with the physical laws
. of nature and how they ‘can be
.-applied to serve humanity by pro-
. ducing - new. and better -and
. cheaper goods, economists deal
with rules governing the produc-
. tion, exchange and distribution .of
these goods between people and
the functions of money as a means
for accounting for capital @ and
wages,
" 'As .a young engineer, for the
- first time I saw men striking for
. increased wages due to the infla-
. tion and the decreased purchasing
¢ power of their wages. 1 felt the

- - pinch: of the -increasing” cost of™

. living. myself. While I had no

only to satisty -the men; but to
maintain their- working’ forces: in
-a competitive -market. - Later,
when there seemed to be an un-
limited dernand. for their products,
these same employers .actively
bid up wages in competition with
each other. This.resulted, in a
greater increase in wages than
the increase in the cost of living
or the money supply. with the
result that when the war was over
the wage level had to be impor-
tantly. adjusted -downward. My
memory- of what happened to
_wages in the World War.,I period
has made me slow to blame unions
for high wages at the present
time. ; 5 i
Wages and Prices in Two
. World Wars *:

One of my charts, which I call
“Intlation in “Two' Wars,” shows
what happened. to wages, prices,
money supply and physical vol-
ume of production during the two
10-year- periods starting substan-

tially at the time of the beginning-

of each of the two world wars, It
will be noted by looking at this
chart that during.and shortly fol-
lowing World. War I wages went
up more rapidly than: prices ‘or
the money supply; while in World
War II wages went up during the
war -at a much slower rate than
the money supply and only slightly
faster than the .consumers’ price
index due to wage and price con-
trols. At the end of the second
World War and with the release
of controls, wages and prices rose
rapidly to again balance the
money supply and 'the -physical
production of .goods:. - During
World War II. the people of our
country, due to rationing and the
patriotic realization of the condi-
tion the nation was in, saved an
astonishing portion: of their cur-

rent incomes and invested them in .

‘government bonds. - Much of this

‘accumulated purchasing power -
was in the hands of individuals .

who had gone without during the
war, and after the war was over
they had both the ability: and de-
sire to buy
to increase production, wages and
prices. It is-interesting to note

that, while there was a great dif- .,

ference in the, relation  beiween
wages, prices, ‘money supply -and.
production-during parts of each of

which created pressure .

se--periods, at the. end of-the .
10-year periods, if you divide the., |

“avoid both inflation and deflation,
how to prevent the business cycles
of boom and bust are problems
that are all tied together. An un-
derstanding of the facts regarding
any one of the three will, I am
sure, be helpful in understanding
the other two. Furthermore, I do
not believe that any one of them
can be solved for any period of
time without solving the others.

This became clear to me when I
noticed that many of those who
were most critical of the GM-

UAW  formula’ for determining
fair wages were confused regard-
ing the basic causes of inflation,
how it can be controlled or who'is
responsible for controlling  it.
Many people believe that in a free
capitalist economy there is no es-
caping alternate booms and
depressions in business and em-
ployment. . They recognize that
the present high level of business
activity resulting from the defense
program is synthetic and does not

_constitute real prosperity for the
nation as a whole. " They-consider
another big depression inevitable.
I do not think' that it is. ‘How-

“ever, they may be correct in fore-

“casting one unless we develop a

“clearer understanding of what is
going on mnow in the economic
area ' and  have the courage to
adopt sound policies.

Can Control Business Cycle
- I'am convinced that, if we un-
derstand the economic. principles
"underlying our free competitive
~system and in the light of these
principles develop sound policies
. with respect to the military pro-
gram and other governmental
expenditures and realize the inter-
relation of . wages, employment,
inflation and- deflation, ~we can

control the business cycle and -

avoid a drastic depression such as
occurred in the early 30’s. Be-
tween us all we must be smart
enough to avoid such an eventu-
ality, for the nation probably
cannot have another 'such bust
and still have our free society
continue “as' we have known ‘it.
The mass of the people will be
too likely to blame the system it-
self.for the trouble and will fail
to realize that' the “trouble, if it
comes, will be due to the mis-
management of the system in

- violation of the fundamental prin-

“ciples on which it is based. The
gravest danger lies in the abuse
of credit permitted and abetted
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and even.indulged‘in by the gov- ments-amount not only to funda-
ernment itself.. o, ,..mental progress in ‘determining
It is unthinkable that the only fair wages and in collective bar-
way we can maintain a condition gaining, but also, and perhaps
of relative prosperity, even a syn- -even more importantly, represeni
- thetic prosperity, is through un- progress in establishing economic
sound credit expansion or con- stability through maintaining effi-
tinuing a big military program. cient production and through cen-
“Unfortunately,” some people mis- tributing .to the understanding of
takenly believe that our free the pertinent factors involved.
system can maintain full employ- Back of these agreements was
ment only when engaged in a big the recognition and acceptance by
military program or some other ‘management of three importan
condition involving continuing developments: ’ c
inflation. Tp :_avoid this condition, (1) The establishment by Cop-
they are W}lll_ng to ado_pt‘ Some  aress of collective bargaining as a
form of socialism or statism tbat national policy and the effect of
would rob us not only of the lib- this new legal -development upon
erties  we have enjoyed for 175 ‘the relations between employers,
years, but of .our country’s high employees and their unions. While
standard of living as well; collective bargaining as a process
I am sure that we can maintain for resolving labor disputes was
reasonably full employment, effi- established by law, it became ob~
.cient production, and further the vious in practice that sound prin-
_Objectives for which the nation ciples and criteria would have te
.was founded without -resorting wve weveioped to guide such bar-
ceitner to inflation or to any form “gaining ‘if it was to be workabie
of socialism as a national policy. and not retard the industrial de-
This ‘is clearer when we consider velopment of the, nation.” Col-
.the unsatisfied needs and desires ‘lective bargaining cannot be baseid
of our people in terms. of the on the unsound theory of conting-
_physical production.and distribu- "ing class conflict imported frorn
.tion of -goods, how they are pro-'Europe nor should it be conceived
~duced, who wants them, and their of as an annual clash of economic
willingness 'to make an effort to- power forgetting-the interests o#
.acquire’ thém, We become con-'the rest of the country.” Genera}
fused about this problem when we “ Motors felt obligated to make 'an
look at only the money transac- effort to ‘make progress in this
fions involved, ' After all, while!area. g '
,money - has other functions, its
_primary function is that of a me-
dium' of exchange. In this respect
“it ‘can be looked upon as just.
another form of paper work that
is necessary-to guide the efficient
_production "and.  distribution ' of

(2) The full recognition that an
--employer who expects to continue
in - business successfully in our
modern -industrial society must
develop and maintain satisfactory
- cooperatifve rela’cions1 with a stable
I ‘ ‘ - group .of responsible .employees.
goods to satisfy the needs of the, it gne timeIJ it was ggne¥all'y
* people. thought  that fair wages resulted

Several years ago I was one of from . individual bargaining, that
a small group <discussing labor- labor should be bought and sold
management problems. One of jn the market on a day-to-day

the labor leaders present was ex- paqis a5 any commodity the price
pressing what seemed to m hi ; Phr e g

excessively radical ideas. I.chided of which was determme'd by sup~
“him, saying that he sounded like plyand demand. But since work-
a Communist.” He said, “I'm not men and their families cannot hi-

a Communist. I believe that com- : g
munisi §s'a marvelous system for bernate between jobs, thls theory

equitably distributing nothing.” Proved unworkable in practice.
Winston Churchill has said, “The It has become necessary to de-
principal accomplishment of so- velop a practicable way of

cialism 13 its equal distribution of determining fair wages by agrec~
poyerty, ment. The long-run fundamental .
interests of the employees ard
employers cannot be in conflict.

Continued on page 16

Praises General Motors’ Wage
Agreements
We in General Motors hope that
our recent five-year labor agree-
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Continued from page 15

Fair Wages and
Economic Sability

They are in the same economic
boat,

(3) The realization that an em-
ployer is essentially a channel
through which the hours of work
of his employees are exchanged
for the product of the work of otl}er
producers. Like any other mid-
dleman, the employer makes a
profit only if he handles the ex-
change efficiently and well. The
changing value of money, how-
ever, has the effect of changing
rather rapidly the exchange
value of the employee’s time in
terms of the goods and services
for which he spends his wages.
The fact that U. S. dollars are no
longer redeemable in gold has
accentuated this point. Therefore,
the only way by which work-
men’s time can have a stable
value for them is by adjusting the
pay for their time with changes

in the money value of the things

they spend their money for, .
The particular formula for de-
termining fair wages resulted
from the acceptance of five gen-
eral principles by the parties:

(1) That it is logical, fair and
reasonable to maintain the pur=~
chasing power of an hour's work
in terms of goods and services
the employee must purchase in
his daily living, ]

(2) That all Americans look
forward to improving their con-

ditions, and that workmen along
with other citizens are entitled to
share in the advancing prosperity
of the nation. We call this the
annual improvement factor or the
productivity incentive factor.

(3) That productivity is the
only road to an economy of
plenty. That machines are the
friends of man, and that to pro-
duce more with the same amount
of human effort is a sound eco-
nomic and social objective.

(4) That insecurity worries

people and that it is reasonable’

for employers to assist employees
in acquiring life insurance, sick-
ness and . accident benefits, hos-
pitalization and surgical coverage
and pensions to protect them to
the degree possible against the
individual hazards of life,

(5) That cooperation and peace
rather than industrial strife and
strikes will best promote the pros-
perity of the employees, the com-
pany -and all of the people and
strengthen the nation,

We believe these principles are
important. We recognize that the
details of applying them will be
different under different circum-
stances, but are sure they merit
careful consideration by all con-
cerned with this problem of how
to determine fair wages.

The General Motors-UAW wage
formula consists of two parts. It
breaks. money wages down into

¢
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two components, The major com~
ponent recognizes money as a
medium of exchange, and a fair
wage as a fixed exchange ratio
between an hour’s work and a
composite unit of goods and serv-
ices valued in dollars. The other
component is based on an annual
increment in wages made possible
by and based on improving tech-
nology. This is a vital point since
it is the only practical way to
increase real wages, It was rec-
ognized by both parties in the
following paragraph of the agree-
ment;

“The annual improvement fac-
tor provided herein recognizes
that a continuing improvement in
the standard of living of employ-
eces depends upon technological
progress, better tools, methods,
processes and equipment, and a
cooperative attitude on the part of
all parties in such progress. It
further recognizes the principle
that to produce more with the
same amount of human effort is
a sound economic and social ob-
jective.”

This mutual understanding
amounts to real progress in indus-
try-labor relations. That “ma-
chines take the bread out of work-
men’s mouths” is an old and often
repeated fallacy. Unfortunately,
however, it hag been the basis for
a great deal of union policy and
has often. been confused with
what the men call “speed up.” It
is most encouraging to have the
unions with which we have agree-
ments reject this  fallacious and
damaging point of view. The
union leaders who have had the
courage to do it deserve a great
deal of credit.
the problem recognize that im-
proving technology is essential in
raising the standard of living of a
country, They must also realize
that all of the real and potential
benefits of technology can be dis-
sipated through strikes, work re-
strictions, featherbedding, absen-
teeism and an artificially short
work week. Without a clear un-
derstanding regarding these
matters we in General Motors
would not have had the courage
to promise in advance a yearly
increase in real wages.

The Essence of Economic Progress

~ The use of machines, mechan-
ical power and better organiza-

“tion, better working conditions

and better arrangement of the
work in order to accomplish more
with the same human effort is
the essence of economic progress.
So long as the people of our coun-
try believe in this principle -and
are willing to work for the things
they would.like to have just as
they have been willing to do in
the past, I have no worries about
our country being able to continue
the past. progress in increasing
real wages, including other eco-
nomic benefits for employees.

By agreeing on a formula in-
stead of a specific wage, a longer
time agreement was possible—an
agreement that would be fair and
equitable over a period of years
and would not turn out to be to
the disadvantage of either the em-
ployer or the wage-earner, It
assumes that other factors and
pressures determine the purchas-
ing value of money in terms of
goods and services, and uses the
consumers’ price index of the Bu-
reau of Labor Statistics as the
measure of the changing value of

All students of .

work only on the upside. Actu-
ally, during the period of more
than three years that it has been
a part of the General Motors’
wage agreements, the' cost-of-
living adjustment decreased as
much as five cents per hour for a
period, but has since risen until
it now stands at 20 cents per hour.
The principle has been well ac-
cepted by the employees since
they understand money as a me-
dium of exchange because most
of them have to exchange it al-
most as fast as they get it for the
things they need to live on.

The annual improvement in real
wages of 2%, % per year may seem
small and slow to some people,
but no country but ours ever
made such rapid progress. Since
it operates like compound interest,
it means on the average a cumu-
lative increase so great in one
generation that each man will
have twice as much as his father
had, ~ If such progress is con-
tinued, it will mean that- the
standard of living of the country

will double every 25 or 30 years.

I have a chart.showing actual
average wages in all manufactur-
ing from, 1910 to date, also what
these wages would have been if
the GM-UAW formula had been
adopted in all industry in 1910
when the average wage was. 20
cents per hour., You will note
that by the formula the average
wage would now be $1.50 per hour
instead of $1.60 per hour, which it
actually is.. You will note the

conformity between. the actual
and calculated wage for more
than 40 years. -The chart also
shows what the average wage
would be today if the formula had
been adopted in 1940, a little over
10 years ago. You will note that
the calculated wages would be
within one cent of today's actual
wages. However, any employer
and union which had agreed on
such a formula in 1940 would. cer-
tainly have saved a lot of friction
and strikes during the last 10
years. The entire public — cus-
tomers, employers, unions and
workmen—are all better off as a
result of industrial peace. We can
all have more only if we produce
more, and I for one believe in
efficient continuous production.
Industry-wide strikes, mass un-
employment, inflation and defla-
tion, by interfering with efficient
continuous production, have
caused a great deal of trouble in
our country, especially during the
last 40 years. ’

What Causes Inflation?

Our country is again in an in-
flationary period, Inflation for
most people means an increase in
average prices or a decreased
purchasing power of the dollar,
Webster’s New Collegiate Diction-~
ary defines inflation as “dispro-
portionate and relatively sharp
and sudden increase in the quan-
tity of money or credit, or both,
relative tn the amennt af onndq

Continued on page 35

ACTUAL HOURLY EARNINGS OF ALL U. S. FACTORY WAGE EARNERS
Compared with
WAGE ADJUSTMENT FORMULA g .
(Cost of Living Adjustment plus 2% Annual Productivity-Incentive, Compounded)
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The Actual Earnings shown are the official aversges
for all factary $ in the U.S5., excludig the cost
of vacations, s and other {ringes, but includ«
ing overtime and night-shift premiums . However, for
this chart, overtime from 1941 through 1947 was limited
to the peacetime normal « 2-1/2% of straight time earn~
ings, Otherwise, these data are as published by the

(> U.5. Bureau of Labor Statistics,

0
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The Formula Lines. starting with 1910 and 1940, are
compated on the basis of the average Consumers'
Price Index fpr each calendar year,

The 2-1/2% Productivity Incentive is compounded eack
year.
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CHANGES IN CONSUMERS PRICES HAVE FOLLOWED
THE MONEY SUPPLY
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Hourly Earnings in Manufacturing are estimated by the U. S. Bureau of
Labor Statistics, The averages reflect overtime and night-shift premiums, but
do ot include the cost of paid vacations, employer-subsidized ~pensions, and
similar payments other than for work performed.

Currc_ncy and ‘Deposits of Individuals and Businesses is the net currency
and deposits at the command of individuals and non-financial businesses in the U. S.

It is the total U. S. currency in circulation outside of banks, plus time and
demand deposits of all.commercial and savings banks and Postal Savings, minus
Federal Treasury and inter-bank deposits, float, estimated currency and deposits
of State and _Iocnl'(nvernmen(s, government corporations, life insurance companies
and other financial businesses, and_ of foreign governments, businesses, and
lndxv_)l%.uals. .

’ ese estimates are computed
Board and the Federal Treasm?y.

e ‘TCh:stcaMfu;:?\:i‘;;’ ‘}l’l:li::‘“lndzx is the official BLS series, formerly known as

o Physical Product 1 Index i farm, as well as manufacturing produc-
tion, It excludes services. The index prepared by the Couucil of Economic
Advisors is used for the World War II period. For World War I, the index
published in Brookings’ “America’s Capacity to Produce” is used.
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a dollar, If there were no change
in the index, money wages and
the purchasing power of an hour’s
work would gradually be  in-
creased at the rate of approxi-
mately 2% % per year. Money
wages may go up more rapidly
than this with price inflation or
may actually go.down in total
with some price deflation if in a
given period the deflation more
than offsets the component based
on increasing productivity. Some
people have objected to the cost-
of-living principle for adjusting
‘wages, claiming that it would

CONSUMEIRS Pmlce 'moelx

lrqu data compiled by the Federal Reserve
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~ Forces Pushing Us Toward

~Gold Redeemable Currency

v By B. BARRET GRIFFITH
“'B. Barret Griffith & Co., Inc., Colorado Springs, Colo.

_Calling gold nemesis of tyrants, friends of the little:man, and - :
store of wealth, Mr. Griffith reviews- history of goid ‘and: its :

debasement by monarchs and. governments,. Contends if people

mut~~on ‘a+redeemable -currency, progress, growth:and real.
prosperity. will_returnto- nation.. -

“Good as Gold” and “Worth-Its
Weight in Gold” best describe the
value which people have put. on

gold through the ages. - Because-of °

its world-wide

acceptance as

a standard of

value, gold has

always been
. sought after
by men. Na-
tions have al-
ways demand-
ed settlement
of trade bal-
ances between
them in gold.

Tyrants have

struggled

against their

peoplefor gold

in " order  to

buy more
power. And men have endured all
sorts of hardshlps in their search
for the precious metal.

Most interesting of man’s strug-
gles-for gold has been the story,
repeated many times in history, of
the tyrant’s -efforts permanently
to .take gold from the little man
and the little man’s efforts to re-
tain gold as his store of wealth,
Stealing gold from the public by
a tyrant is referred to as currency
inflation (1n the old days it was
clipping coins, then debasement,
and recently the issuance of gov-
ernment- stamped paper money).
Although from time to time in the
past the process has been dressed
up in different high-sounding
phrases and promises of bread and
circuses, it resolves itself to the
simple theme of government trad-
ing irredeemable paper currency
for the gold of its citizens. To ac-
complish the trade it is obviously
necessary for the government to
successfully advertise the superior
attractiveness, value, and conven-
ience of its paper money . over
gold. As in many other trades,
people do not realize the value of
some asset which they have traded
for another until the transaction
has been completed. In the case
of gold, it is not until people have
given it to a government and sub-
sequently seen the value of gold
increase and the price of - irre-
deemable paper currency decline
in terms: of the things that cur-
rency will buy that they wake up
to their loss. It is at this point,
at least from past history, that the
fortune of a nation is determined.

If the people rise up and insist
that their government restore gold
to them and take up the irredeem-
able paper currency which have
been issued, progress, growth, and
real pxosperlty return to the na-
tion. The most intimate example
of this historic fact is our own
Civil War period when irredeem-
able paper currency was issued by
our government, but gold'and a
redeemable currency were restored
to the people in 1879 and the
United States again began to pros-

B. Barret Griffith

er.
P Gold is the friend of the little
man. Not only can he store and
increase his wealth .during times
of adversity and stress by owning
it, but also ability to own gold and
currency redeemable in gold guar-
antees the little man that his gov-
ernment is subject to his direc-
tion. He is not subject to direction
by his government. At times when

he considers his government tg be
extravagant or wasteful of the
country’s assets he can halt the

government’s dangerous and ‘irre-
sponsible spending by-‘exchanging
his currency for gold and’thereby- -
pull ‘the purse-strings on his gov-

‘ernment’s extravagance. The little..

man is truly free and proudly in-
dependent in a nation” with' re-
deemable currency and the right
of privaté gold ownership. Obvi-.
ously, progress, growth, and real

prosperity- have a fertile field in

such environment.

Gold as a store of value, particu-
larly during periods of stress, is
best illustrated by the chart herein
which pictures the price of gold
in pounds sterling from the year
1343 to England’s devaluation in
1949. The accompanying list of
dates of historic events emphasizes
and explains increases in the value
of gold during penods of violent
pohtlcal and economic struggles
in England’s history. The value
of gold as a store of wealth during
periods of stress is apparent from
the chart and the historic events.
One might justifiably conclude
from the chart and the events of
history" that the very increase in
the price and value of gold dur-
ing times of trouble brings about
crises and the correction and cure
of the political and economic trou-
bles of the time, After correction
or adjustment of the reasons
bringing on the troubles, the price
of gold has declined in the past
which indicates that the little man
has been satisfied and has returned
his gold to his government in ex-
change for redeemable currency
which is obviously more conven-
ient to own and invest and save
as he wishes and ‘believes to be
most profitable.

Coming. down to the present
time we. find,'that most govern-
ments. in the. world have nation-
alized gold. Governments have
taken gold from the people in ex-
change for irredeemable paper
currency, - although those - same
governments continue to settle in-~
ternational trade balances between
them with gold. However, public
pressure in some countries, mclud-
ing Italy, France, and India, has
caused governments to mint and
sell gold coins at high prices to
the people. Also, recent events
have encouraged one to believe
that since the enforcement against
free gold sales by government fiat
is impossible, that before long cur-
rencies may again become redeem-
able in: gold and private owner-
ship of gold will be restored. The
force of events and pressure from
the little: man throughout: the
world may be increasing to cor-
rect our ills by restoring free
trade among people, nations, and
in all commodities, including gold.
Such possibility, or probability, is
indeed fortunate when we realize
that the world’s ‘monetary gold
reserves in 1939 amounted to some
759 million ounces and the pro-
portion of new gold production to
existing reserves was 4.6%, and in
1949 monetary gold reserves
amotinted to approximately 978
million ounces with the ratio of
new gold production to existing
reserves 2.4%. In other words, the
ratio of gold to._money was about
46% in 1939 and 20% in 1949.

Insistence by the public that re-
deemable currency and the right
to gold ownership be restored to
them is vitally important when we
note that much of the known gold
production in 1950 went into-the
arts, industries, professions, and
private ‘hoards in the Western

. . The Commercial and Financial Chronicle

World, leaving too small a per-
centage of gold .for monetary re-
serves against paper currency
which threatens to engulf us. For-
tunately; the force of events seems
to be gradually pushing us toward
the goal of redeemable currencies

in the world from which prosper-
ous freé trade and peace can
spring, which is surely the happy
alternative to debauched curren-
cies, petty tyrannies, wars and-
no trade, which has been the situ-:
ation with us for too many years.:

DATES OF HISTORIC EVENTS

1337—Hundred Years’ War began. .

1346—English defeated.the French at- Crecy

. 1459-1485—Wars of the Roses:

- and prices rose.
1601-1612—Irish: Wars:.
_+~ Crewn poorer.
~tomaintain-hiscourt.

IGGS—Great Plague-in London killed 170,000, destroyed commerce.
Lack of funds forced English: to lay.

and crippled finances.
up. their fleet.
1666—The Great Fire in London

1667—The Dutch burned the fleet in the Thames.

1544-”-Henry VIII fought an indecisive but costly war. with France |
. and Scotland."-The currency was rumed comage was debased,

Envland was . becovnmg rxcher, but the.
James I borrowed at rates of 8% and more

destroyed most of the city.
War inade-

quately financed by government borrowmgs at 8-10%.:

1692—National Debt established.

1694—Bank of England chartered.

1696—Currency reforms carried

out. Coins milled for the first

time to eliminate.clipping. Restored faith in the currency.,

1793-1802—War between Britain

and France. Enghsh won vie-

tories on the sea; but Napoleon’s Italian campaign forced her

allies out of‘the war. By 1

797 there was suffering and dis-

appointment in Great Britain. Commerce interrupted, prices
high, taxation higher than ever before in history and $80 000,-
000 added to lhe public debt. -

Threat of invasion caused a run on the banks.

Bank

of England was nearly exhausted, so paper money was issued

for the first time. It stood

1803-1815—Second phase of the war.
*. Financial strain in Great Britain.

at par for two years.
French successful until 1812.
Paper money at a dis-

count which rose to 25% in 1815, - War financed by loans.
Napoleon’s Continental Blockade greatly injured = English

commerce,
1813—Napoleon abdicated.
1816—Great Britair went on the

Y

gold standard.

1934-1951—Many countries of the Western World off the gold
standard and the rise of Hitler and $Stalin accompanied by

. Worid Wars.

PRICE OF GOLD IN POUNDS STERLING: 1943 TO 1949

| MR BASLLY AL I AR LR

-

T T

LELIRA U S ALY AL L SR 2.0

Price of Gold

e

|

s s

Lo bogaada e gl

0.0

[RERI ARER!

- o

-

[RRIARERESNNRIRNENIERENT

0.0

1340 © 1400 1500 1600

1700 1800 1900 1950

Bankers Offer Parker
Pen Glass B Common

Public offering was made on
Nov. 20 of 88,277 shares of class B
common stock of The Parker Pen
Co. at $15.75 per share. No fi-
nancing by the company is in-
volved, the offering consisting of
stock acquired from two large
stockholders, ' A. G. Becker & Co.
Inc. and Robert M. Baird & Co.,
Inc., head the underwriting group.

Parker is one of the oldest
names in the fountain pen indus-
try, the business having been
established in 1888 by the late
George S. Parker who developed
the original Parker pen.. The
present net worth of more than
$16,000,000 represents
earnings reinvested from the orig-
inal capital of $1,000 which was
paid in on incorporation of the
business in 1892.

In the fiscal year ended Feb. 28,
1951, sales of more than $26,000,-
000 were reported, with net in-
come of $3,263,000, equivalent to
$3.50 per share on the combined
class A and class B stocks. Divi-
dends are at the quarterly rate of
30 cents per share, and an extra
of 20 cents is payable with the
next regular dividend on Dec. 22.

entirely -

The class A and class B stocks

. are identical except for voting

power, which is in the class A
stock exclusively. The stockhold-
ers whose class B stock is the
basis for the present public offer-
ing are retaining all their class A
stock.

~ John Nuveen Co. Adds

(Special. to THE FINANCIAL CHRONICLE)

CHICAGO, Ill. — Robert W.
Impey has become affiliated with
John Nuveen & Co., 135 South
La Salle Street. He was previously
with Paine, Webber, Jackson &
Curtis.

With John J. O’Brien

(Special to THE FINANCIAL CHRONICLE)

CHICAGO, Ill. — Melanie L.
Weidenaar is now with John J.
O’Brien & Co., 231 South La Salle
Street, member of the New York
and Midwest Stock Exchanges.

With Paine, Webber -
(Special to THe FINANCIAL CHRONICLE)
CHICAGO, Il1,—Emil G. Pindiak
has become conected with Paine,
Webber, Jackson & Curtis, 209
South La Salle Street. He was
formerly with Dean Witter & Co.
in Pheonix, Arizona,

—
)
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Savings Bank Deposits
Continue Upward at
Infensified Rate

Carl G. Freese, President of Na-
tional Association: of Mutual Sav- -

. ings. Banks,: reports increase for. -

. October at $Gl million, bringing -
< total to .all-time - peak .of - more:. ..
than $20- billion.. -

Deposxts in the nation’s 529 mu-

“tual savings banks.increased $61,~.

000,600:+ during October; 1951, -
bringing' them to a new: all-tlme -
high; of
$20,667,000 - at
close of the
month,
according to
Carl G.Freese,
President of
the National
Association of
Mutual  Sav-
ings Banks
and President
and Treasurer,
Connecticut
Savings Bank
of New Haven,
Conn. The
gain contrasts
with an increase of $11,000,000
during the same period in 1950
and marks the sixth consecutive
month this year in which deposit
increases have surpassed those of
the corresponding month last year,
The 12-month increase since Oct.
31, 1950 was $772,000,000, or 3.9%,
of which $505,000,000 was gained
during the last six months.

In view of the recently enacted
Federal income tax on mutual
savings banks, which becomes ef-
fective on Jan. 1, 1952, further
moves to preserve net earnings
after payment of taxes may be
anticipated. During October,
funds received from 'depositors
were supplemented by reducing
holdings of U, S. Governments by
$114,000,000 and cash by $10,000,~
000, and this total was placed in
(1) mortgage loans and (2) cor-
.porate and municipal securities,
which rose $138,000,000 and $36,-
000,000 respectively. As in Sep-
tember, the increase in mortgage
holdings during October was be-
low that of a year ago.

Since Oct. 31, 1950, the banks
have used the funds received from
their gain in assets during that
period of $904,000,000 and from
a reduction of $1,137,000,000 in
U. S. Gevernment obligations, to
increase their holdings of mort-
gages by $1,761,000,000 and of
other securities by $227,000,000.
Over the 12-month period, the
banks’ mortgage holdings rose
from 34.5% to 40.7% of their as-
sets, while their holdings of U. S.
Governments fell from 49.7% to
42.9%.

Halsey, Stuart Group
Offers Equip. Tr. Cifs.

Halsey, Stuart & Co. Inc. and
associates on Nov. 20 offered $1,-
875,000 Lehigh & New'  England
RR. series M 3% equipment
trust certificates, maturing annu-
ally Dec. 1, 1952-1966, inclusive,
at prices to yield from 2.25% to
3.25%. The certificates are being
issued under. the Philadelphia
Plan and were awarded to the
bankers on Nov. 19 on their bid
of 99.566. )

The certificates will be secured
by 500 new all-steel hopper cars
which will" cost approximately
$2,365,505. Principal and divi-
dends will be unconditionally
guaranteed by endorsement by
Lehigh & New England RR. Co.,
which wil] lease the equipment.

Other members of the offering
group are F. W, Pressprich & Co.;
Freeman & Co.; McMaster Hutch-
inson & Co., and Wm, E. Pollock
& Co., Inc.

. Carl G. Freese
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I‘orexgn Aid—Military and
Economic

By DR. MAX WINKLER*

Partner, Bernard, Winkler & Co.
Members, New York Stock Exchange

Economist asserts with' isolationism gone, U. S. ‘may. be

inclined to render econamic aid to world more readily. Holds

our corporate as well as personal income taxes are approaching
their lxmlt Preférs Point Four to military assistance.

,olatlomsm in ' the - United
States is a thing of the past. Even
those- who are uncompromisingly
America-Firsters are apologizing
profusely and
confessing
their earlier
transgres--
sions. Pater
peceavi is the
order of the
day, regard-
less " of how
costly Amer-
ica’s entry
into world af-
fairs has been
and continues
to be, not
zlone in treas-
wre which will
never be re-
turned, but in
lives that can never be restored.

A most glgantxc conspiracy has
been created and instead of at-
tacking it at the source or with
weapons similar to, or identical
with those which the enemy- uses,
methods are being employed
whaich, while formidable to: the
misinformed, are not likely to
frighten or stop the foe, On the
contrary, they are bound, eventu-
ally to react adversely upon their
employer. There is little "doubt
tiat the enemy is aware of this
situation and as ‘a result, does
everything to encourage it.

During the fiscal year ending
June 30, 1953, the Federal Gov-
ernment is scheduled to spend be-
tween $85 and $90 billion, of
which well over 70% will go for
defense, After allowing for the
rise in taxes as a result of re-
cently enacted  legislature, the
government is expected to collect
oaly about $70 billion, suggesting
@ deficit of $15 to $20 billion.
Since there is a good deal of talk
of additional air groups and more
atomic and hydrogen bomb de-
velopments, to say nothing of in-
creased  demands from all and
vundry, from -Abyssinia to Zanzi-
bar who are presumed to help in,
the fight on Communism, the
Federal deficit may reach as much
a3 $25 or $30 billion—a truly
frightening situation to envisage.

How will all this be met? Can
the tax structure be changed so
as to collect an additional $25 to
$30 billion, or even $15 or $20 bil-
Yon, without seriously and, per-
haps irretrievably impairing the
economy of the nation and the
American way of life? In other
words, we are bound to’ destroy
the very thing we are desirous of
preserving and of giving to the
rest of the so-called free world.

Dr. Max Winkler

Tax Comparisons

The following is of interest: In-
come- taxes in Great Britain ‘and
Canada account for about half of
total revenue. In the United
States, income taxes for the fiscal
wear 1951 52 are expected to pro-

8 duce 83% of the total. In 1939,

they - yielded only 429%. Personal
income taxes have reached levels
beyond which it may be impos-
sible to go. According to one of
the country’s leading financial ex-
perts, additional revenues would
| be less than $1 billion, even if
all income above $25,000 would
‘be taxed 100%.

The situation in regard to ‘cor-

*Excerpts from talk by Dr, kalet’
at Luncheon sponsored by National Se:
curities and Research Corporation, New
York City, November 20, 1951,

bitized for FRASER
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porate taxes is not greatly dxffer-
ent: For the period 1942-50, cor-
porate profits totalled about $264
billion; taxes including Federal,
state and local, absorbed about
$122 billion; retained as working
capital, about $82 billion; and
dividends $60 billion. This figure
is somewhat misleading, because
of the taxes paid by the recipient
stockholders, which are conserva-

| tively estimated at about $18 bil-

lion, leaving the so-called owners
of American corporations  less
than 16% of the total, and giving
the government, the worlds chief
protagonist of the so-called free
enterprise system, 3% times as
much as was received by the
“owners.”

“prosperity” and Politics

It is- possible: lthat the “pros-
perity” which will result from the
enormous increase in “money,” is
not unwelcome, because of the
forthcommg Presidential cam-
paign. It is abundantly clear that
busines§ activity = which. rests
largely or wholly on an artificial
and fundamentally unsound basxs,
cannot long endure.

The Peace “Threat”

Inasmuch as our economy is, to
such a large degree ‘dependent
upon a defense and foreign aid
program' (mostly of a military
nature), the elimination of fear
over a new conflict may, in the
opinion of most observers, lead to
a drastic reduction in military ex-
penditure and a consequent de-
cline in the economy. The latter
need not occur, if an intelligent
constructive policy is adopted and
pursued by those who guide
the naticn’'s economic des-
tinies. The United States is defi-
nitely committed, both intheory
and practice, to what is known as
the Point Four Program, ie., the
development of undeveloped and
underdeveloped areas throughout
the world. Could not legislators
be convinced that it is far more
desirable” to spend American dol-
lars for constructive and revenue-
producing projects than to expend
vast sums .for destruction and
war? In the latter case, the in-
vestment may perhaps afford a
certain sense of security or pro-
tection with no likelihood of any
material * return, . while' in  the
former case, the Trecipients of
American funds will be enabled
to create sound .and flourishing
economiés which' in turn - will
make it possible for them to con-

tinue to use and pay from their
own resources for Amerlcan goods *

and services.

Although it cahnot be denied
that American assistance has been
of immeasurable aid to the' free
nations, the effects would have
been much more favorable if aid

could have been rendered in-an’
atmosphere devoid of fear over a.

new holocaust. A comparison of
certain salient financial data per-
taining to Great Britain and the
United States is illuminating.

These figures disclose most elo-
quently what two major wars and
tragic-postwar developments have
done to the once mighty British

The Commercial and Financial Chronicle..

Empire. The per- capita income,
compared with prewar figures
was up 25% which is more than
neutralized by the drastic decline
in the purchasing power of money.
The corresponding increase for
the average American is close to
200%.

The picture is not much differ-
ent in respect of other European
countries which have beern receiv-
ing U. S. aid. Whatever benefits
may be derived from the latter is
neutralized by the vast outlay for
defense: If a method could be de-
vised whereby non-productive

spending: could be directed into
constructive channels, the prob-
lem confronting free men every-
where would be greatly simpli-
_fied. It is hoped more than ex-
pected that the United Nations
affords such a -possibility. Sixty
nations are at present assembled
at the Palais de Chaillot to resolve
the problem. Inscribed in letters
of gold over a door of the palace
.are the lines of the French poet
Paul Valery—

“It lies with you who .
hither come,

To make me treasure house
or tomb.”

Let us hope that  the assembly
will’ succeed 'at least in making
a beginning toward disposing of
the many- problems which con-
front’ mankind and thereby save
civilization from chaos and de-
struction with which it is threat-
ened.

Bankers Offe'r vWesiern'
Leascholds Lid. Stock

Morgan Stanley & Co. and Carl
M. Loeb, Rhoades & Co. headed
an. investment group : which' of-
fered publicly on' Nov. 20 a total
of 625,000 shares of Western
Leaseholds Ltd. common stock at
$9.60 per share. An. additional
625,000 shares are being offered
simultaneously for sale elsewhere
than in the United States by
Canadian underwriters.

All of the shares ‘being
offered, constituting approxi-
mately 17.86% of  the 7,000,000
shares outstanding, were pur-
chased by the underwriters from
certain shareholders and none’ of
the proceeds of this offering will
be réceived by the company.

Western Leaseholds Ltd., lo-
cated in Calgary, Alberta, is
engaged principally in acquiring,
exploring and developing' pros-
pective 0il and natural gas'inter+
ests in Alberta, Saskatchewan
and Manitoba, where it ‘currently
holds- varying interests
proximately 2,163,000 acres. The
company ‘also produces and sells
crude’oil ‘gs‘a result ‘of its interest
in 125 producing wells. . The in-

come from these producing prop--

erties has enabled the company
to carry on an active program of
exploration (including explora-
tory " drilling)  and development
since the discovery: -of the Red-
water ' Field in 1948 where- the
company. ‘now has an interest in
89 producing wells. )
Net production of crude by the
company has risen steadily from
1,000 barrels -in 1947 to approxi-
mately 1,159,000 barrels in the
tirst nine months of 1931 Con-
solidated operating revenue for
1950 was $2,950,624 and net profit
was $1,393,683° The company’s
total capitalization
shares of common stock,

Nation.al ‘income (per capita)
Corporate profits (millions)
Wages and salaries (per caplta)__

Net income from abroad (mllllons)

Population (millions)

—United States—
1950 1538
$1,550 . $518
34,868.8 4,313.6
1,001 344
949.0 315.0
152.0 130.0

=United Kingdom—
1950 193%

-$521 - $496
4,733.7 2,688.1

2 397 305
2194  801.7
50.5 475

in- ap-..

is 7,000,000 -

Continued from page 7
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Desirable Changes
In Regulation W

‘worth and debentures in adequate

proportion to the increase in vol-
ume and outstandings. Net profit,
computed on an annual basis, to

average net worth was consider-

ably lower than last year. Our

figures show..that .the, net, profit -

to total purchases was just slightly
over 9/10 of 1%, a figure lower
than at any time since we. have
maintained these ratios, except for
the years 1947 and 1948 when
volume of business, as”you know,
was below that of subsequent
years. The lower margin re-
ported was due to increasing costs
of operation and the necessity of
higher tax reserves, and also in
part to a failure to maintain
rates charged the ‘constmer ‘com-
mensurate with the increased cost
of operation.

Competition in rates in the fi-
nance industry in the past has
been desirable to a certain point,
but current reports of extremely
low rates quoted by some con-
sumer credit agencies give cause
for considerable concern. These
extremely, low rates apparently
are the resulf of a belief that re-
duced rates : acquire. business.
There is. a great hazard in at-
tempting to acquire volume
through reduced rates. The fi-
nance industry has always been
highly competitive and is a high-
cost, small profit margin opera-
tion. The threat of greater com-
petition in the period ahead, as a
result of reduced production of
consumer durable goods, may re-
sult in rates being broken below

their present level, the lowest in

the history of the industry. This
certainly will be true unless all
the members of the industry ems
ploy self-restraint and adhere to
sound financing policies. Obyious-
ly, an excessively low rate may
not permit the maintenance of
adequate - reserves as well as a
reasonable margm of profit.

‘Because of the complex nature
of modern economic life, the re-
sults of our operations to a
greater or lesser degree often are
determined by forces beyond our
control that operate and exert
an influence in our society, It
logically follows, therefore, that
our best decisions are those which
are based on the most complete
knowledge and thorough analysis,
not only of the circumstances sur-
rounding the particular problem
on our desk, but also of the trend
of general economic and political
forces. It is for this reason that

I usually include a few remarks’

on the behavior of some of the
more significant economic indices.

Business Activity

The pattern of business activity
today is in marked contrast to
what it was a year ago. Iast No-
vember, -you recall,” the general
trend. was upward at an accel-
erated 'rate, following the out-
break of hostilities in Korea a few
months earlier, One postwar peak
after another was being exceeded.
This. trend continued into 1951,
though at a reduced rate, and
finally, a few months ago, the
trend tended to level off, and in
the third quarter of this year we
have been moving sideways on a
kind of a plateau but at a very
high-level. We are sort of catch-
ing our breath,
~And now to be more specific. . ..

Gross national production,
which as you know is the total
value at  market prices of all

.goods. and services produced by
. the nation’s economy, rose rapidly

from an annual rate of about $282
billion at the outbreak of Korea
to about $325 billion as of June
of this year. While Department of
Commerce figures are not yet

available for the third quarter of .
this year, it is estimated that there.,
has been ‘a levelling-off at about,
this level. T
Perhaps more significant is an- ::
index which measures production :

in terms of physical units, rather: - 4’

than in terms of market value. -
Here too, it is apparent that we ::

are operating at a very high level;::: ::

For the first half of 1950 the ‘in-
dex of industrial production was

189 (1935-1939 equal 100). Pro- ' -

duction rose briskly in the months
following the Korean incident, and
in January of this year the index
stood at 221. Since then it has
risen to 223, but August was down
a bit to 218, but as you can see it
is ‘still well above the 189 of a
year ago.

Prices have traced a somewhat
similar pattern. The Bureau of
Labor . Statistics. index: of whole-

sale. prices rose "rapidly :from' -
.about 163 in mid-1950 to a high

of 184 in March of this year, an
increase’ of about 12%. Since then,
it too has moved SIdeways, sag-
ging a bit to about 177 in mid-
October. In' like manner, retail
prices moved from' 190 in July .
last year to about 205 in the fjrst-
quarter of 1951, a' rise of about
8%..In October, it was estimated
that the index stood at 206. This *
stability of the economy in recent

months has been accompanied by -’

a marked moderation in the rise
of personal incomes also, although
here again the level is substan- '
tially above-a year ago. In July,
1950, personal ﬁmome was at an
annual rate of about $223 billion.
In the last. few months it has,
hovered around an annual rate
of $250 billion.

Without boring = you further
with an endless drone of statistics,
it can be said that stability has
charactetized the over-all volume
of economic  activity during- the:
past months. This, incidentally, is
a curious result to have during

a period when the rate of govern-. ..
ment expenditures for defense and
other purposes has been increas- .
ing. Specifically; government ex- .
penditures for the second quarter
of this year were at an annual rate
of about $60 billion or about 50% °
above a year ago. In contrast to -
this, however, private expendi-
tures are slightly below ayear
ago: Thus, with government ex-
penditures increasing; private de-
mand has softened, especially for
consumer durables, with a net ef-
fect. as’' noted above, a general
leveling-off. In other words, the
rise. in government outlays has
been responsible for ‘maintaining
total output at the present very
high levels.

It is appropriate to mention
here the consumer’s decided pref-
erence in recent months for sav-
ing an unusually high proportion
of hi$ current income. Undoubt- *
edly, purchases of consumer dur- .
ables have been restrained some-
what by Federal regulations, and
perhaps indirectly through the de-
cline in the sale of homes, but
most students feel that this is only
a partial explanation. Despite an
increase in income taxes, the rate
of personal savings has increased
from an annual rate of $10,700 "
million a year ago to an annual
rate -of over $21 billion as of the
end of the second quarter of this
year. This channeling of personal:
income into savmgs and the con-
sequent reduction in consumer de-
mand is fortunate, for limited cut-
backs in civilian production would
have been required because of the
restrictions on the use of ma-
terials. To date, however, the re-
duced consumer buying has been

the: motivating' influence in the
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curtailed output
durable goods. ¢

Finally, a word about the credit
picture.. Bank loans to .business
jumped nearly $5 billion during
the last half of 1950, following
the outbreak of hostilities in
Korea. This was an increase of
nearly 30%. In the first half of
1951, commercial and industrial
loans increased $2 billion more, or
about 8% over the year end total.
Normally, there is a seasonal de-
cline in Joans in the first quarter,
but this year the pattern did not
prevail . because increased - bor-
rowing, especially by defense in-
dustries, more than offset the
seasonal repayments.

As regards bank interest rates,
as you already know the base rate
was recently increased by one-
quarter of 1%. This recent in-
crease, unlike other' increases in
the last few years, came without
influence of a change in reserve
requirements or an increase in the
Federal Reserve. rediscount rate..
‘The increase, came rather because
of steadily increasing demand for

of consumer

money, with. prospects of further. -

substantial increases. This might
indicate the prospect. of further

rate increases, but I.for one at

tain large forces and to undergo
the sacrifices of an expanded de-
fense program.” Such a reduction
in the pace and volume of govern-
ment expenditures would prob-
ably affect employment, wage lev-
els, prices, consumer demand, to
mention but a few. But perhaps
most important, it would probably
alter 'the whole psychological at-
titude of business and consumers.

Abhott Lahoratories
- Offer Underwritien

Abbott Laboratories on Nov. 16
mailed to its common stockhold-
ers rights to subscribe for 106,851
shares of 4% cumulative preferred

stock ($100 par value) -at the rate

of one.share of preferred for 35
shares of common. Subscription

‘creased working capital.

price to warrant holders is $100
per share and accrued dividends,
and rights will expire Dec. 3.

The preferred shares are con-
vertible into common stock prior
to Jan. 1, 1962, at the rate of 1.7
common shares for each share of
preferred. )

The offering is being under-
written by a group managed by
A. G. Becker & Co. Inc.

Proceeds of .the offering will be
added .to the company’s general
funds .and made available for
capital expenditures and in-
Capital
additions completed or authorized
this year involve an estimated
cost exceeding $5,000,000, and
projected outlays in the next two
years total approximately the
same amount. .

Sales of Abbott Laboratories

last year exceeded $73,000,000;
compared with approximately
$38,000,000 in 1945. Net income
in 1950 amounted to  $10,880,000.
Abbott is a leading manufacturer
of pharmaceutical and related
products and has been especially
active in antibiotics, vitamins and
certain other.special fields.

. With Townsend Dabney

(Specit_ﬂ to THE FINANCIAL CHRONICLE)

BOSTON, Mass. — Frederic E.
Abbe has joined the staff of Town-
send, Dabney & Tyson, 30.State
Street, members of the New York
and .Boston ‘Stock Exchanges. He
was formerly for many. years with
Pearson, Erhard & Co., Inc.

(1959) 19

Jos. McCluskey Joins
Schafer, Long & Meaney

Schafer, Long & Meaney, 15
Broad Street, New York. City,
members of the New York Stock
Exchange, announce the associa-
tion with their firm of Joseph P.
McCluskey, as a.Registered Rep-
resentative. For nearly two dec-
ades one of the nations best

" steeplechase runners, McCluskey

has twice represented the Unitgd
Statés in the Olympic. games in
1932 and 1936. The former Ford-
ham 'University star paptured 24
national championships, more
than any other man in the history
of track, and 13 times was named
on the All American Track Team.
McCluskey was a. Lieutenant
Commander in World War Il

least am unwilling to attempt to

make.a -guess .as to; when' this

might occur, e

Mortgage loans of- all. lenders -
“increased during the -first half of -

1951 but at a.rate substantially
" under -that. of 'the second ‘half of-
1950. . Credit - restrictions “have

probably ‘exerted. aninfluence’ © * "

here, and if the trend evident dur-
ing the first half prevails through-
out the year, the total in 1951
should be well below the 20% ex-

-pansion of $7.8 billion during 1950. _ 7

In marked contrast to both bank
credit and mortgage credit, con-
sumer credit outstanding, as pre=

viously reported, showed a net de~:

cline .of $840 million, or slightly
over 4%, in the first half of 1951.
You recall the total consumer
credit had increased nearly $2.5
billion, or nearly 14%, during the
last six months of 1950. More sig-
nificant to the subject of consumer
credit is the consideration of the
consumer’s ability to pay. There
is little doubt that consumers in
the aggregate are well able to
carry this current obligation. The
present level of consumer credit
outstanding is less than one-tenth
disposable personal income and
about one-eigth personal holdings
of liquid assets. g

In summary, government ex-
penditures have been increasing.
Corporate outlays for plant and
equipment in the defense industry
also have been running at a very
high rate. Consumer demand, on
the other hand, has not followed

HERE THE GOOD EARTH

MEANS

GOOD BUSINESS

this pattern, especially in housing

and many durables. The net ef-
fect has been a rather leveling-
off of the economy at a high plane
after the brisk rise following the
outhreak of hostilities in Korea
last year which ushered in the
wave of scare buying.
As for the future, presumably
+ government expenditures will
continue at their present levels or
higher. This is probably the most
dominating force in the economy.
Furthermore, surveys indicate that
the level of capital expenditures
by industry may be maintained
into 1952. All of this, however,
may well be contingent upon a
continuation of the present world
tension. And here I interject the
same word of caution I did last
year. World events of great con-
sequence can happen .so quickly,
_and with no warning as we have
seen so recently in the Korean in-
cident, and bring in their wake a
whole series of conditions that no
one can anticipate, Therefore, to
forecast economic or political con-
ditions is a most dubious occupa-
tion. Thus, the word of caution.
“Should hostilities end in Korea,
and the world situation generally
become less tense, there might be
a reduced willingness on the part
of the American people to main-

gitized for FRASER
i p://frase’r.stllouisfeid.org/

Mother Nature lavished her riches on the land
in West Penn Electric’s service area, which covers
29,000 square miles in five states.

Coal and limestone for the steel industry; glass
sand and limestone for the glass industry; rock
salt for an expanding chemical industry; clay
and shale for the manufacture of brick, tile, pot-
tery; fertile valleys nourishing great orchards
and modern, electrified dairy farms—all are
here! West Penn Electric power unites with
human ingenuity and labor to convert the good

earth into good business.

Information regarding West Penn Electric’s
operations may be obtained at the Company’s
office, 50 Broad Street, New York 4, N. Y.

=, W&l‘ Fenn

 Electric Company

(INCORPORATED)

Principal operating subsidiaries: Monongahela Power Company « The Pctomac Edison Company e West Penn Power Company
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Bank and Insurance Stocks
: By H. E. JOIINSON
This Week—Insurance Stocks

Life Insurance common stocks is one field of investment that
has received relatively little attention from most professional
investors.

) The reasons for this condition are logical and, in part, are
made up of the following:

(1) Although life insurance is a large business in the country

(over 600 companies), the opportunity to invest in life insurance’
stocks is quite limited. The major portion of the industry is com-

posed of mutual companies.

(2) While there are a considerable number of relatively small

insurance companies, the market for the shares is usually restricted
being local in character. This, plus the fact that most of the life
insurance stocks are closely held, means there are only a handful
of stocks which have any kind of a market, '

(3) Another important consideration in this connection is the
fact that the nature of the life insurance business makes it very
difficult to analyze the operations of the companies or the relative
values behind the shares, Whereas, there are certain standards
applicable to operations of the:usual fire or casualty insurance
company which can be generally understood, it is frequently nec-
essary 10 use the services of an actuary to determine the sufficiency
of reserves and in turn the actual earnings and asset values of the
common stock of a particular company. Thus, even though the
stocks of life insurance companies are highly regarded, the reia-
tive values of individual issues cannot be easily determined.

In spite of these considerations the-stocks of life insurance
companies have been attracting considerable attention among in-
vestors in the last several years.

One recent incident that was particularly significant in this
respect was the purchase on Oct. 16 of Reliance Life Insurance
Co. by the Lincoln National Life Insurance Co. The price of the
shares purchased was $916.67 each, This price compared with ap-
proximately $250 at which price the stock was selling at around
July 1. Thus, the discount from possible values at which many of
the companies sell aroused interest.

This development came after a period during which most of
the larger stock companies had split their shares or declared stock
dividends. Such action usually attracts attention to a company,

Another factor in this same connection and one of possibly
greater long-term significance for the companies has been.the rise
in interest rates. : ;

The adjustment which has taken place this year has been sub-
stantial with inferest costs on some new money issues.at the high-

. est point in 20 years. Yields on preferred stocks are rising and
prices of government bonds are at levels that a few years. ago

would have been considered unlikely if not impossible.

- These changes should enable the life companies to improve
their rate of earnings with benefit to the common shareholders.
While portfolio values may show a decline because of the adjust-
ment.s in yields, this should be compensated for in the' higher
earnings rate.. ‘

. While the foregoing factors which at present discourage in-
vestors from considering life insurance stocks as investments will
continue to exist, it is possible that a wider market may develop
for the shares.. The opportunity
Reliance Life Insurance, exists among some of the smaller com-
panies. Because of the ditficulties of bringing about a merger or
a sale, however, it is difficult if not impossible to' determine the
timing or the companies involved, .

Thqs the opportunities for investment are confined to a few
companies. The market record, current price, dividend and yield
of four of the more popular ones are shown below. =
o Prli;:,'i'tlange

High - Low
-89 653
134% 1021
125 72
655 517

Cirrent Indicated

Price Dividend
Aetna Life Insurance_.__ 80%  $2.50
Connecticut General Life 127 1.70
Lincoln National 1.00

14.00

Yield
3.12%
1.34
0.91
2.37

for large gains, as inthe case of..

George P. Inman With
Kenower, MacArthur

(Special to THe FrwancIAL CHRONICLE)
DETROIT, Mich. — George P,
Inman has become associated with

~Hemphill, Noyes Firm

(Special to THE FINANCIAL CHECONICLE)

Edward Lawrence Joins

BOSTON, Mass. — Edward W.

Kenower, MacArthur & Co., Ford
Building, members of the Detroit
acd Midwest Stock Exchanges.
Mz, Inman was formerly cashier
for the Boston office of A.C. Allyn
& Co., Inc. and Bond & Goodwin
Incorporated.

BANK

nd
INSU]?ANCE
STOCK

S

- - Z
Laird, Bissell & Meeds |
Members New York Stock Exchange
Members New York Curh Exchange
120 BROADWAY, NEW YORK 5, N, Y,
Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49
L. A. Gibbs, Manager Trading Dept.)|
Specialists in Bank Stocks |

tized for FRASER
elittasarstouisied oral o

Lawrence has become associated
with -Hemphill,. Noyes, Graham,
Parsons & Co., 10" Post Office
Square.’ Mrs. Lawrence .was_ for-
merly - Vice-President ‘of Minot
Kendall & Co. Inc. with which
he had been associated for many
years.'

‘Ralph ‘B. Hurlbutt '
Ralph -B. Hurlbutt, partner in
Laurence M. Marks & Co.,; New
York City, passed away at' his
home at the age of 62. ~

Joins Richard J. Buck
(8pecial to 'I.‘m: FxNAquAL CHRONICLE)
BOSTON, Mass.—Boleslaw. J,
‘Tobiasz -is now affiliated . with
Richard J. Buck & Co., 8 Newbury
- Street. ..He  was | formerly _With
Joseph F. Jordan & Co. and R.
H. Johnson & Co,
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Continued from page 14

Status and Outlook of
Pharmaceutical Indusiry

200 tons of pure crystalline peni-
cillin salts per year.

‘To these large quantities must
be added the production of other

" antibiotics,- which supplement but

do ‘not replace penicillin. Strep-
tomycin -~ is quite - specific. for
tuberculosis; Chloromycetin, Au-
reomycin, and Terramycin are all
used in large volume because they
successfully ttack certain bacterial
and other diseases in which peni-
cillin is not effective enough. Ba-
citracin is another valuable anti-
biotic for external application.

. JFuture Prospects

What of the future? There are
many firms carrying on an active
program of research to develop
new antibiotics. There is no ques-
tion that valuable new ones will
be discovered. I believe that im-
portant new ones will be discov-

~ered which are specific against

certain diseases not now satisfac-
torily managed by what we al-
ready have. | ;
There may also be definite
fields for new antibiotics which
are comparable to those which we
already have. The reason for this’
is -that. bacteria are remarkably
versatile = organisms. Some - of
them change, or “mutate,” quite
rapidly; and in their new state
they may no longer be susceptible
to the bactericides to which their
ancestors easily fall prey. Also,
sometimes one predominant strain

‘of bacteria may be eradicated,

leaving the field open for an ob-
scure resistant strain which pre-
viously had not been ‘widely dis-
tributed. The battle against path-
ogenic bacteria thus is an eternal
one. Like in warfare - between
armies, of men, our warfare
against bacteria will require the
continual development of new
weapons to take the place of out-
dated ones.

An antibiotic for tuberculosis
which  will ‘be better tolerated
than  streptomycin, and an anti-
biotic effective against some of the
virus - diseases are goals which
justify the ‘efforts of hundreds of
scientists and the expenditure of
millions of dollars. The "oppor-
tunities and the chances for suc-
cess in.these directions are quite
promising, though one can. not

- tell when nor where . this' may

occur. To discover a new anti-
biotic in the laboratory is now
quite easy; but to produce one
which will have all the qualities
of high efficiency with relative
freedom from undesirable side ac-
tion is not easy. It represents con-
tinuing unremitting research; but
if 'suchiresearch is continued long
enough, the chances of success are
good. :
The United States has become
increasingly . prominent for its
work in the tropical disease field.
By the use of available prophy-
lactic and curative drugs, diseases
such .as malaria, typhus, filariasis,
and the dysenteries are no longer
the scourges which in the Mexican
and Spanish American Wars
caused . many: times as
deaths as did battle wounds. The
gaod medical record attained .in

World War II has again been.

much improved upon inthe Ko-
rean War. Quicker evacuation has.
enabled earlier medical treatment
to be undertaken, ‘Improvements
in anesthesia, including especially
the use.of .the intravenous .anes-
thetic Pentothal, have contributed
materially. The civilian at home,
just like the fighting man, re-
ceives anesthesia which is a far
cry from that of 25 years ago.
Those who have undergone: anes-
.thesia then and now: can  give
eloquent testimony to that.

. many..

Effects of Atomic Bombs

Even the development of the
atom bomb has left a marked
impress on the pharmaceutical
industry. Radiation effects require
blood, blood extenders, penicillin
and other antibiotics, and a score
of . other drugs. While we are
studying these potential needs, let
us hope that none will occur, but
there is another and more en-
couraging and interesting aspect
to the by-products of the atom
bomb.

The radioisotopes have become
important ' tools, both for the
diagnosis and for treatment of
disease.. Radioactive isotopes can
be detected by new and quite
accurate equipment of ‘which the
Geiger counter is a well known
example. Now we can introduce
one of these products of the atom-
ic pile into various types of com-
pounds, including-drugs. We call
this *“tagging” the: compounds.
When administered to an animal,
the course through the body may
then -be accurately followed and
its. ‘mode - of -action ~determined.
Often  these -isotopes concentrate
in one organ of the body much
more than in. other organs.

For diagnostic procedures, ra-
dioactive iodine in the form of
diiodofluorescein becomes local-
ized in brain tumors. The surgeon
can thus accurately know where
the tumor is and where to oper-
ate.  The physician sometimes
needs to know the total volume

“of blood plasma in the body. He

can now -obtain this information
simply by . the injection of an
iodine-tagged “human serum al-
bumin.” Radioactive sodium can

be used to determine the causes

of the edemain congestive heart
failure. Penicillin can now be
tagged, and when a trace of this
is added to the contents of a large

.penicillin fermenter, we have an

excellent economical and quick
way * of determining how much
penicillin ‘'we have in the batch.
Radioisotopes are even being used
to tag bacteria, so .that they can
be located in various tissues of
the body.

Radioactive iodine is of direct
use.in the treatment of cancer of
the thyroid; radioactive phosphor-
us against leukemia; and radioac-
tive gold for the treatment of
ovarian tumors. The gold colloid
can be made in curie lots. A curie
is .the radiation equivalent of one
gram of radium. As you know,
radium is scarce and very expen-
sive; the total supply in United:
States hospitals is about 100 to
150-.grams. But now, with radio-
active gold, the suitably-equipped
hospitals are no longer limited as
to their supply of radioactive ma-
terial. Furthermore, this radio-
active gold gives emanations
which penetrate tissue for. only
short distances,  permitting. the
effect to be more nearly localized

to the cells in the tumor which .

one wishes to destroy.

Since the pharmaceutieal indus-
try. has been indebted to research
for’ the spectacular advances of
which I have mentiohed some ex-
amples, it is appropriate to con-
sider the yield from research. One
.of . the..charaeteristics of this in-
dustry is the large sums spent for
investigation. The rate of ex-
penditures-- per .dollar of sales
-amounts to about 3 to 5% and is
probably larger than that of any
other industry. The fact-explains
the rapid advances in medical
treatment, and it also-explains the
‘rapid obsolescence of products. A
survey made in 1947 indicated
that 54% of drugs‘then in use
were unknown ten years earlier.
In the case of my own company,
Abbott . Laboratories, less than

25% of today’s volume of products
is made up of items which were
known ten years ago. In-an in-
dustry which moves so fast, re-
search must receive great em-
phasis in order for a firm to stay
in the race. 5
In our own company, we do not
capitalize research, because what
our own research people or the re-
search workers of some other firm
do ' could quickly make obsolete
our. work on a given problem. -
Research is set.up as an item of ®
operating expense, and it is im-
mediately written off. !

Speculative Nature of Producink
, New Products v :

‘Research .is a gamble, but if it °
is well conducted, it is a gamble
that has very good possibilities of
paying off in one way or another,
In our industry, doing without -
research would involve no gamble
at all because the company would
soon be out of business.

If we set out to produce a new :
drug, our chances of coming up
with a successful one are perhaps
one in three hundred. It is oh=
vious that a great deal of testing °
or screening must be done. on :
many compounds in order to find :
one whose efficacy, toxicity, and :
tolerability are all sufficiently :
good,

Where. do these new ideas for
drugs come from? Seldom do they
come about by pure chance. Often .
they are the result.of thé:logical -
development of a train of reason- -
ing.- Sometimes they come" by '
serendipity: -This word means the -
happy faculty, or luck, of finding !
new objects or relations while we -
are looking for something “else, -
Quite a good many medical ad-
vances and new drugs have been '
discovered in this way. The prin-
ciple -of immunization and the
principle of .the drugs used against
epilepsy, and the principle of in-
duced sensitization on which the
treatment of allergies is based are '
a few examples. Even Fleming’s
discovery of penicillin is in this
category. He was looking for some '
new properties of bacteria when
the stray mold spore blew onto
the plate and thus started a revo- -
lution in.the treatment of infec-
tious diseases.

In a speech in.1856, Pasteur ex-
pressed the situation very well by
saying, “In the fields of observa-
tion, chance favors only the mind
that is prepared.” Even earlier
than Pasteur, the American physi-
cist, Joseph Henry, stated it in
this way: “The seeds of great dis-
coveries are constantly floating
around us, but they take root only
in' minds well prepared to receive -
them.”

It is evident that today’s drugs
are’ much more effective than’
were those of years ago. By rea-
son of their greater potency, many
of these products must also be
used with greater care, skill, and
circumspection, - lest they ‘do se-
rious ‘harm to the, patent. -The '
physician is aware of this, and he
is -better trained and experienced
than before in the use of such *
active products. In years gone by,
many crude extracts of plants did °
little: good for the patient, but
they also had little potentiality :
for harm. But now, the life-saving
sulfa drugs, or .insulin, or.corti- -
sone, or-even the antibiotics must *
be used wisely. and with a reali~ -
zation of .their potential harmful «
effects when misused.: The trend
is largely in the direction of high- *
ly. effective.drugs which, by their -
very nature, are capable of caus- °
ing harm. ) :
U. -S. Becoming Self-Sufficient-in .

.. Drug Products o3

Prior to World War II, 75%. of --
the .world’s drug products .were -
produced outside.the United States. -
Now the world not only relies -
mainly on our medicinals, but it -
looks to the United States as the
fountainhead from which a large °
proportion of the new .develop- °
ments will come. It is my con- .
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viction that this supremacy will
not be wrested from us, because
industry is
willing and anxious to spend large
sums of money for research, de-
velopment, engineering, and
equipment; and also because the
chemical and biologic sciences ap-

" peal strongly to the bright young..

men and women who come out of

* our colleges and universities. They -
imagi~
- mation, and new energy contin-
- uously into our industry.

infuse new blood, new

As diseases are conquered, new

- horizons appear before us.- When _ .

we have diphtheria, tuberculosis,

and other bacterial diseases well * -
- under control, our fire will be
. directed even more against the
- diseases we now call degenerative,

including cancer, diseases of the

heart and of .the circulatory sys-
tem, and nyphritis. There is no

- reason why they too should not
- yield to medical advances, includ-

ing therapy with new drugs, so

- that our children and grandchil-

dren may live for a longer time

‘ in a state of buoyant good health:

The pharmaceutical industry is at

- work to help bring this about,

;;-S_zold,aWasson'l'Iead ,
- Legal Aid Campaign

Harold J. Szold, partner of Leh-
man Brothers, has been named
Co-Chairman of “The Legal Aid
Society’s :1952 Campaign,. accord-
ing 10 an_ announcement by R.
Gordon.-Wasson,.Vice-President of
J. P. Morgan & Co., Inc. who is
General Chairman of the Society’s
Fund Raising Committee,

Mr. Szold will direct the activ-
! ities of .all Commerce and. Indus-
..try sections of the Campaign.

He is a member of the Board-of

. Directors ‘of the following: Allied
..Stores Corporation, Bing & -Bing,
-.Inc., . Climax « Molybdenum Com-
! pany, Consolidated Coal Company,
" .Firth Sterling -Steel -& Carbide
2 Corporation,
. Iné.; Interstate Department Stores, -
- and The Legal Aid-Society.

Gimbel Brothers,

In accepting the Co-Chairman-

- ship of the Campaign, Mr. Szold
- stressed ‘the. importance -of The
¢ Legal Aid Society’s work. “If re-

spect. for the law is’ to be main-

- tained, coinpetent legal services
- must be made available to those-
-.who cannot .afford to pay for
- them,” said Mr. Szold. :

It is estimated that before:th

“ close of 1951, the -Sociely ‘will'

have provided legal advice and

“ representation to almost 50,000
" applicants. ~There is every indi-
" cation that 1952 will bring a fur-

'ther increase.

.+ - -The Legal Air Society is seeking
 $325,000 to carry forward its work:
in 1952

 Bennetl, Fenton Are

“Bartington Partners

Frank S. Bennett and F. Reed
Fenton have. become. partners. in
Barrington & Co.,’ 29 Broadway,
New York City., Mr. Bennett
formerly ‘ conducted his own in-
yestment business 'in-New - York
City .under the firm name of F. S.

Bennett & .Co. Mr. Fenton in the~

past was head of F..R. Fenton_ &

. Company, Incorporated,

‘ _:lav Kaufmann Co. fo

Be NYSE Member Firm

- On November 20th Jay W.
Kaufmann will become a member
of the New York Stock Exchange,
and-Jay W. Kaufmann & Co., 111
Broadway, New York City, mem-

“bers of the New: York: Curb, will
become a Stock Exchange member
firm. Partners-are Mr. Kaufmann,
Robert-E. Rich, Edward Canning,
general partners, and .Estelle L.
Kaufmann, Cecelia MacLean, Al-

-.exander MacLean, Estelle’ Bauer,

limited
partners. ]

ized for FRASER
/lfraser.stlouisfed.org/
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Bravo! Senator! |
“This has-been-an economical Congress on do-
~mestic expenditures, but I suppose we might save
two or three billions more.
excessive spending now is to cut down the military

: program.

- other.
Robert A. Taft

tor Rober_‘t A Taft,

“The .program proposes -to
take about 65 billions out of to-
tal expenditures of 85 billions"
for the fiscal year of 1953. Those
who really fear Federal spend-
ing ought ‘to be courageous
enough to attack the military
program itself. Conceivably the
present sums are necessary, but
I believe the program has been
put together in a haphazard
way, adding one project to an-

“It should be thoroughly re-
PO ; studied by .a military-civilian
board. with full consideration of the economic lim-
itations of a country like the United States.”—Sena-~

Here is a courageous suggestion from a public
figure .who . does not permit political ambition to
close his eyes or silence him.

“Who will follow in his_train?

(1961) - 21
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1 Securities Salesman’s Corner

By JOHN DUTTON — i}

Sometimes you will run up of the “right attitude.” A sales-
..against the sort of person who man who is at all conscious of
will withhold information which other people’s reactions, would
' you need in order to assist him in  sense immediately that when a
. doing an intelligent investment woman 54 years of age starts buy-
job. But, unless you can estab- .ing securities for the first time
+lish "a confidential - relationship in her life that there must be a
which precludes any reserve on reason. Why did she decide to do
. the .part of your client, the busi- this? Why was it that she did
ness you will -do with such an not buy stocks and bonds until
account will not be lasting, or.now, and then make up her mind
very satisfactory. Usually, such to do so? If this salesman had
- people are not only of a naturally ,tried a bit of understanding and
.- suspicious and secretive nature, plain ordinary human interest in
but despite this they often become . this lady’s problems, I am sure
. the.very best of .clients once you, that-his attitude would have re-
have opened the door to their) flected -it and her confidence
confidence. would have been forthcomirg

One way to make certain that eventually. e
you will never establish a confi- Why not find out what this
.- dential relationship is to rush this DProspect desired from her invesi-
_type of person. I recently had ments? It was simple enough, qf
the . privilege. of talking with .a. course. What really was behind it
woman investor who had not all wasthat she had sold a businecs
bought securities before’ in her and she felt that she had enough
life.” At the age of 54 she decided real estate. .She was beginning io
- to take the plunge, . She had been WOITy a bit about having a steady
in business for many years in a ncome .in her old age. Her
small town and .she had never mother was-91 and still living,
married. Possibly a combination although blind. Possibly such aa
of her business. experience and example constantly before hes,
the fact that she was a.spinster added pressure to her desire for

The only way to prevent

‘Michigan:Highway Revenue Bonds Markeled

Proceeds of $80,000,000 issue to be used in construction of

John C. Lodge Expressway and Edsel Ford Expressway. ‘Toll-

“free prpjgcjs, to be secured by.pledged revenues.accruing. to’
State .of Michigan, City of Detroit and Wayne County.

Public offering . 6f .$80,000,000
State of Michigan Highway Rev-
enue bonds, series 1. was’ made
Nov. 20 by a‘nationwide under-
writing group managed by: Blyth
& .Co., Inc.; Smith, Barney & ‘Co.;

' Lehman Brothers; Halsey, Stuart

& . Co. Inc.; Drexel. & Co.;The
First Boston Corporation; Harri~
man _ Ripley & Co., Incorporated
and First of - Michigan Corpora-
tion. ‘The group was awarded the
issue on a bid which named .an
interest rate of .21%% for bonds
maturing 1955 through 1965 .and
2% 1966 through "1976 and offer-

ing a premium of' $40,000, repre-.,
senting an. etfective interest cost:

of 2.1246%.
The bonds. were priced to yield
from 1.40% .for those maturing
1955 to:2.15% for-those due.1976.
,Bonds maturing 1966 to 1976,
inclusive, may be redeemed prior

to maturity on any interest pay--

ment date on or after Oct. 1, 1956,

‘.in ‘inverse. order of maturity at
. 103% -if redeemed on Qct. 11956,

decreéasing the redemption price

by Yi.0f 1% for each year there--

after to and including Oct. 1, 1967
and thereafter \yithout, premium.

The . bonds are exempt from-

~Federal income taxes and from:all-
taxation in the State of Michigan."
The State Highway Commissioner, -
the City of Detroit and:-the Cpunty
of Wayne have, pledged . specific"

amounts from their allocations of*
motor - vehicle fuel and. weight.

. taxes 1o meet:the annual payments

of principal. and .interest. on*the;

bonds. " W e !
. Proceeds of the sale will be used:
1o pay a-part of; the cost.of com-

pletion ~of = two+toll-free -limited-

access highways being constructed:

in Detroit, known as the John C.’

Lodge: Expressway and the ‘Edsel:
Ford Expressway. As of-Dec. 31,
1950 some $42.000,000 had been
expended on these.expressways,
largely for right of way and
bridge construction. 'The cost of
their ‘completion is estimated to
be $134,000,000, It is estimated,
that the present financing will be
sufficient to complete the John C.
Lodge” Expressway and partially

‘the 'Waldorf -Astoria will be able” much she had in the bank, and

operate in much the same manner were made, this prospect slammed -$tock” Exchange.

‘change .was originated, by Mrs.”

.Jacquin, Jr, of Jacquin, Stanley &:

. . Among those who have already ||
.donated stocks to be offered at ,

_had.something to do with her dis-- financial _securify. <What a dif-
trust of all those who might wish ference a few well-placed ques-
to. sell her anything. When it tions would have meant in this

", came to-securities, you can under~ instance. - ; ;

. stand that she. could have been _ Instead of trying to: find ouvi

_even a bit more reticent to expose how much was in the bank and
her lifetime savings to any sort how soon it could be withdrawn,
““of .an inquiry, by any.securities the salesman who lost out cou'd
salesman who might try too hard have-asked .a few questions like
to do business with her. ' thetse'M‘fDo }ggp (13151;6 Slr}yddepett;g;
. ":She told me that she had no SPS WSS 2 €000, IOV
finance the completion of the Ed-..experience, andthat she had not wouldhlils\zel\l?genl 1)”0}“%1}?02‘33591
sel-Ford Expressway. Additional wished -to .discuss  her .affairs gs SApaLs T ot 'thg Digle
money required for completion of with the local bank. Possibly she PUSIness: [ hare rome. o lEht.
the. latter will come from Federal  felt -that her. business affairs f}esls_l }C’VOU a\eog_ Ay I\%Ii='=
aid- and other funds. . might become ‘public. property if_\XV,Y at, are yo}l]‘r e Jeco thi’nkinw
T v % - local people knew' that she was ' 1 meta.n,\;v yI eity illlcome 0%
; F N ; - buying :and- seling in the securi- ©° . Invesiing:. : ? L 1it gl o
BabySlock‘_EXGhange ties markets. - At any rate, .she 52 etty,\‘of pf“nctlﬁ’a : othlsf, gu Wil
T BTSRA S S S e R D said that she was completely. at a vgma LOLLO b%né S?ate: 031’ o ite
' Al ZIegfeld :Ba“ “loss - to understand . how "some f1gVe more money i e St
P A R e s S “stock salesman,” as she put it, When yoyblmay “se.t ﬁ:-m(‘})}’e Tl:\i:
Guests at this .year’s .Ziegfeld called upon her. She explained yOuthpOSSla y t’:)eebuilld (c;‘())vr;fidenci'
Club Ball on November 24th at- that' he tried to find. out how l}iow ecavg 3;0-11 sell ’anyp%e Aagy:
i ! hing if ye know what they
to buy some of the stocks listed. that he.wanted to sell her some- thingif you dont : o
onthe New :York Stock Exchange  thing .about which she never need? Those Whto haxt/e -lﬁg”l?ae’t;n
and the New York Curb Exchange -heard. In .fact, the main point pe{xex}ice in tl’nV?lS men zs lilthou;:
through_ the club’s “Baby .Stock’ that disturbed her was that this gui{d.e  patien tY i p b
Exchange,” according to Barbara“ salesman kept bothering her al-. 3l ne in, 2. paaniang apnsts
Joiner -Parsons, partner of .Jac- most every. week, and finally she to them. They can be your bes
quin, Stanley & Co., members of said, “I got so fed up with it that I customers.
the New York Stock Exchange. -told him not.to come around any J k
Proceeds “from the sale of the more.” 1 h df
stock will be used for the chari- . It is entirely possible that this kpearSOH,El’el’ o o"l
table.activities of the club, which' salesman may _have offered the chace WhIISIde ﬂ@
is.a non-profit organization com-_lady a very good-investment.: But = . .y L vtk
posed . of  former Ziegfeld girls. ghe seemed to have been at a'loss = - (Special to TaE FINANCIAL CHRONICLE)
The shares to be _sold have'all_ to know.how.he got her name.  BOSTON,. Mass.— William .'T.
been donated to the club by spe-' There was.no groundwork prep-, Pearson, Henry A. Erhard and B.
cialists in . the securities, broker-' aration pefere the call.. When the : Earle .Appleton have become as-
dealer firms ‘and ‘individual- aitempt to sell .was made -too.sociated with Chace, Whiteside,
investors. ' quickly, and a -continnous. pres- , West & Winslow, Inc., 24 Federal
. »The’Baby .Stock -Exchange will sure .of " several -follow-up calls - Street, members (gut}iserlgo;gf:
as a regular. exchange. ‘A trading” the . door. It is difficult to be- merly officers of Pearson, Erha:d
post will be set up at the ball and " lieve . that, in -these  enlightened & Co., Inc. T )
guests' will. be: allowed to bid on/ days, .any .salesman would use Also associated with Chacs,
the donatéd stocks,which will be such’ tactics, but occasionally _it . Whiteside, West & Winslow are
spld to "the  highest  bidders. .could happen, just as it did in this Darwin -E. Gardner, -Willard Z.
. ‘A:former Ziegfeld dancer, Mrs, instance.. . . T Glazier, Leroy M. Hall, Frederici
Parsons became ,a, partner: in:the - Once again I come back to the W. MacDonald and Archibald

stock ;exchange - firmi earlier this-.basic. proppsition.that good sales .McMillan who were previousiy

“.year. -She. is, the author of the technique is primarily a question., with. Pearson, E;haxd.fgz Co. 7~ 4
‘Joiner, Theary of-timing securities. _.___* cga L L . ;

transactions. The Baby. Stock-Ex-’ ‘
,  Prompt Wire Servig_:e ,
-FOR -BROKERS ;AND "DEALERS

To Western Markets in .
SPOQKANE . ¢ DENVER SALT LAKE CITY

Parsons and ;she .made the ar-:
‘rangements for its .operation.
~Richard G. McDermott of Peter |
P. McDermott & Co. and  Max - 2 B
, LOS ANGELES" ¢
Company will act as brokers apd'
specialists .on. the floor. , &

J. A. HOGLE & CO.
.ESTABLISHED 1815

Members New York: Stock Ezchange
and other Principal Exchanges

the .ball are, Larry Doyle, Hardy .
& Company; Charles Hassel, Cor-
reau & Co.; Jacquin, Stanley &.
‘Company; Peter P. McDermott &
Co., and Edmond W. Tabell, Wal-
ston, Hoffman & Goodwin.

'NEW YORK 4, N. Y.
Teletype NY 1-1856

50 BROADWAY
Tel.: WHitehall 3-6700
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Prospectus upon request from
your investment dealer, or Jrom

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

88th Consecutive
Quarterly Dividend

20c a share from ordinary income, and
45¢ a share distribution from securi-
ties  profits. Payable December 27
to stock of record December 5, 1951.

WALTER L. MORGAN, President
Philodelphia 2, Pa.

BULLOCK
FUND

A MuTUAL INVESTMENT FUND

Prospectus.from your
investment dealer or

CALVIN BULLOCK
Established 1894
One Wall Street New York,

Keystone

Custoclian Fun(ls

Certificates of Participation in
INVESTMENT FUNDS
;nvest;ng their ca]_)il’al in
BONDS
(Series B1-B2-B3-B4)

PREFERRED STOCKS
(Series K1-K2)

COMMON STOCKS
(Series $1-52-S3-54)

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

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

IR 510 pinsionamssmsnusiaias phnassansamsniasi

Address

pliized for FRASER

MUTUAL FUND|
RETAILER

' By BENTON G. CARR

The practice of selling is,
essentially, to give people in-
formation. That’s what they
want most.

The art of selling, and this
is what your success usually
depends on, is to arouse your
prospect’s interest so that he’ll
listen to your story, to prop-
erly present your information,
and finally, to incite the pros-
pect to action.

If you're selling a good

product—as mutual funds are .

generally regarded to be —
then the brunt of your sales-
work is to give your prospect
information, beginning your
story at the beginning and
ending at the end. If there is
a real need for your product,
as there is for mutual funds,
information will do most of
the work for you. :

Now, of course, your pros-
pect may already have a great
deal of information about your
product, if it is widely adver-
tised, publicized and in gen-
eral use. How good is the pub-
lic’'s information about’ the
stock market?

Well, let’s look back at the
Survey of Consumer Finances,
conducted early in 1951, un-
der the heading, ‘“Reasons for
Attitudes Toward Various In-
vestments.”

Of the people interviewed
with an income of over $5,000
a year, 33% said they didn’t
hold common stocks (the term
was used to cover all forms of
corporate issues) because they
were unfamiliar with them.
An additional 31% gave as a
reason, lack of safety, and 4%
more said common stock own-
ership required large re-
sources.

So, 68% of the people with

incomes of over $5,000 didn’t"

own common stocks, ‘essenti-
ally because of lack of proper
information.

337 admitted they were
unfamiliar with stocks, 31%
said lack of safety (by con-
trast the inroads of inflation
were ignored when 449 said
they held savings bonds be-
caues of safety of capital!) and
4% thought they needed a lot

‘of money.

So, with mutual funds,
there’s a lot of Jpioneering
work to do—giving people in-
formation.

And, oddly enough we
haven’t seen a simple “infor-
mation folder” on mutual
funds for some time—a folder
that defines stock market
terms as Ira Cobleigh.once
defined “reorganization” (I
owe you two, will you settle
for one).

If you know of a good “i
formation folder” on mutual
funds, we would appreciate
your sending us a copy.
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utual F unds

By CARTER GRENVILLE BURKE

THE ABILITY OF the American
economy - to produce has been
greatly increased in the - past
decade by additions to the capac-
ity of its basic industries, it is
pointed out in a special study is-
sued by Calvin Bullock.

“Although a considerable
amount of the expansion has been
financed by debt,” the firm says,
“a large and perhaps major part
of .the increased average values
represents an increase in equity.
This would appear to explain to a
considerable degree -the advance
in equity prices on -the public
markets. in the past decade.”

With industry tending to plow
back a substantial amount of
earnings into productive capacity,
it would appear that an advance
in the intrinsic value of equities
can be expected over the long-
term, the company continues.
Furthermore, the study points out,
the growth in investments in
manufacturing has not only been
in the basic American industries
but has been centered on the
basic American «companies,

“An increase from 267 thousand
firms in 1945 to 333 thousand firms
in 1947 reflected a rash of new
business ventures after the war of
which a large proportion did not
survive, Presumably such firms
were generally small in size and
accounted for only a minor por-
tion of the increase in manu-
facturing investment between 1945
and 1947,

“Although the statistics are not
complete . the inference - seems
justified that investment in manu-
facturing may have tripled since
1939 while the number of firms
engaged therein probably has not
increased by more than half, A
further inference therefore seems
justified - that the increase- in
manufacturing ‘investment has
been due principally to the in-
creased investment by firms al-
ready in existence in 1939. -

“The intrinsic value of such
firms today would therefore be
considerably higher than in 1939.
If we assume an increase in manu-
facturing  firm investment - for
1948, 1949 and 1950 equal to the
1946 and 1947 rate we get a 1950
investment of $136.5 billion.
Hence, in 1950 average investment
per firm would be $450,000 com-
pared to $220,500 in 1939.”

Mutual Fund Notes

DIVERSIFICATION of manage-
ment, as well as diversification of
portfolio and risk, is the keynote
of Pioneer Fund’s current sales
approach.

Stating ' that “three-way man-
agement” costs no more, Pioneer
believes that a prospective mutual
fund investor with limited capital
might well consider splitting his
purchase - three ways, with one-
third in a well-established bal-

anced fund, one-third in a “blue

chip” common stock fund, and
one-third ' in Pioneer, for the
speculative or growth section of
investors’ holdings.

Pioneer Fund, whose stated
policy is to seek out special sit-
uations, particularly among the
over-the-counter securities, points
out that its asset value has in-
creased more than 400% since
1928, when the general level of
stock prices was about where it
is today.

There have been, of course,
sizable - fluctuations in its asset
value in the intervening years.

- DEALER CONCESSIONS were in-
creased on Wellington Fund
shares and Wellington Investment
Plans, W. L. Morgan & Co. an-
nounced.

The schedule of sales charges
and new dealer concessions are:

Schedule
of New
. Dealer
Sales Con-~
Charge cessions
%o %

0 8
Separate sales, $25,000 ;

to $49,999.69 ... 6
Separate sales, $50,000

to $99,999.99.._____ 5
Separate sales over

$100,000:

On first $100,000.- 5

Cn next $150,000... 2

All over $250,000-- 1
DELAWARE FUND Distributors
announced Nov. 13 that the acqui-
sitior} cost on Delaware Fund
shares has been scaled downward
on single orders of $25,000 or
more.

Under the new scale the acqui-
sition charge is reduced to 6% %
of the offering price on purchases
of from $25,000 to $49,999; to 5%
on purchases of from $50,000 to

$99,999; to 4% on $100,000 to

Total

Separate sales under

$249,999, and to 2% % on $250,000
and up.

The Fund recently announced
the inauguration of an investment
plan for the systematic purchase_
of its shares on a monthly sched«
ule.

PERSONAL i

George B. McCallum, Jr. has
been appointed a registered sales
representative by First New Jer-
sey Securities Corp., 603 Mattison
Avenue, Asbury Park, N, J, Mr.
McCallum is a resident of Rumson,
N. J., and is a graduate of Dart-
mouth University. He will special-
ize in the distribution of mutual
funds.

Bowling Green Fund has an-
nounced that Gerald LeVino _is
now a member of the board of
directors.

' REGISTRATIONS
State Street Investment Corpo-
ration on Nov. 8 filed a registra-
tion statement with the Securities
& Exchange Commission covering
182,196 shares of common stock
(no par) to be offered at the mar-
ket, without underwriting.
Massachusetts -Life Fund, Bos-
ton, on Nov. 15, filed a registration
statement with the Securities &
Exchange Commission covering
200,000 units of beneficial interest.

Wall Street Inva.ded

Women’s Magazine Reveals Extent

Of Welcome Feminine Infiltration

385 ARE NOW. CUSTOMERS’ BROKERS;
STOCK EXCHANGE FLOOR MAY BE NEXT

“Three hundred and eighty-five
women working as -customers’
brokers, have changed the face of
the Stock Market,” reports the
December issue of the woman’s
magazine, “Charm.” “The crash of
the Twenties has started a new
and saner- era, and this era in-
cludes women.”

Women play an important part
in two phases of Stock Market
operation'— they are investors, as
well as workers in the Market it-
self. Women have not yet, how-
ever, invaded the floor of the
Stock Exchange, says “Charm,”
explaining the differences in oper-
ation between the Market and the
Exchange.

One of the women helping to
give Wall Street its new look is
Barbara Gilder, of Dreyfus & Co.
At 23, Barbara is the youngest
customers’ broker in the Market
and the only woman customers’

broker of her firm. Of the 385
scattered from here to San Fran-
cisco, however, Bache and Com-
pany, one of the oldest and largest
of the brokerage firms, has trained
over a dozen, while Paine, Web-

ber, Jackson and Curtis have at
least six women brokers to their
credit.

In the article “To Market . . .
To Market,” “Charm” gives much
of the credit for women’s knowl-
edge of the Wall Street operation
to Merrill Lynch, Pierce, Fenner
and Beane, saying, “It took a
bright young: man in the San
Francisco office of MLPFB to re-
alize ‘that it was not enough for
men to have investment know-
how. -In 1949, that firm sent invi-
tations to a series of lectures to
200 women in and around San -
Francisco. The success of the lec~
tures spurred a coast to coast pro-
gram of such symposiums, and.
now the firm finds that nearly a
third of its investors are women.”

After a thumbnail sketch of the
Market’s history, ‘a typical Wall
Street day, and the average train-
ing and requirements of a broker,
“Charm” says, “There is no longer
any reason for a woman not to
understand the Stock Market. . . .
And the day may soon come, when
in the midst of a sea of blue serge,
a woman will be seen buying.
and selhng on the floor of the
Exchange.”
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Fundamental Investors, Inc.
Manhattan Bond Fund, Inc.
Diversified Inve‘stmen‘t ‘Fund
Diversified P;eferred Stock fund

Diversiﬁeol Common Stock Fund

PROSPECTUSES AVAILABLE ON-THESE MUTUAL FUNDS

48 Wall Street .
New York 5

New York

HUGH W. LONG AND COMPANY

Incorporated

Chicaro Los Angeles
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Investing In Securities

And Mutual |

By HARRY

Funds

L. SEBEL*

Vice-President, Hugh W. Long and Company, Inc., Chicago, Ill

Mr. Sebel, after. classifying various kinds of investments as
(1) fixed interest obligations, which he .calls “dollar constant
- investments,” and (2) “dollar variable investments” such as
real estate and other equities, explains the character and func-
tions and types of mutual funds. Defines a mutual fund as
device whereby people may pool their money and hire special-
ists to do their investing. Stresses diversification and profes-
sional management as essential qualifications of mutual
funds investment.

I should like to start by point-
ing out to you that there are but
two fundamental investment con-
siderations, One has to deal with

Dollars. Con-
stant Invest-
ments and the
other has to
to with Dol-
Jars Variable
Investments.
Now I know
what you are
thinking—this
fellow has
just'- said = he
was going . to
talk in under=
standable
terms and at
the very out-
.set he intro-
duces such
mysterious things as Dollars Con-

stant and Dollars Variable, But I

am -going to try to explain just

what is meant by those terms and

I do hope that I succeed because,

unless these two things are per-

fectly clear to you, I am afraid
you will miss much of the point

of this discussion, 4

Dollars Constant Investments
have to do with those investments
which offer-a definite repayment

date of a fixed sum of money at a
_specified rate of return, They are

often called ' fixed investments

and, in general, they are the
things with which you are most
familiar because they include such
thu}gs as savings bank deposits,
which are perhaps the very best
type of Dollars Constant Invest-

{nent that you can make. A sav-

Ings-account, as you know, espe-

cially in a bank which is a

member of the Federal Deposit

Harry L. Sebel

Insurance Corporation, provides a.

government guarantee up to $10,-
000 and is repayable on demand,
with a small but certain interest
rate. :

Next, we come to a considera-
tion of insurance annuities. 'These
provide for the deposit by you
with an insurance company of a
certain sum of money; in turn, the
insurance 'company will repay
you a stipulated amount at reg-
ular intervals with a small com-
pounded  interest accumulation,
An annuity usually promises
merely to return your money to
you. together with about 2%
compounded interest.

Then there are mortgages which
are a lien upon real estate, either
city property or farm land. These
are in the amount ‘of the sum
invested and run a period of years
and carry a specific interest rate,
which nowadays is generally from
3% % to 4%%, depending upon
the duration of the mon‘gage, the
percentage of the loan and the
type of property itself. )

Finally, we come to the matter
of bonds. This term .includes
various kinds of fixed obligations
~—the one best known, and I am
sure familiar to all of you in this
room, is government bonds. As
the name implies, these are obli-
gations of the government of the
United States and secured by the
full faith and credit of the coun-
try, and payable from the Federal
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taxes collected by the govern-
ment. - A certain proportion of
your money quite properly should
be in government securities. The
percentage, however, 'is a matter
for your most careful considera-
tion and is something which you
should . discuss with your banker
or financial advisor, There are
several different kinds of  gov-
ernment bonds—the coupon bonds
with different maturities ranging
from one to ‘about 30 years, and
the current: return which they
provide is determined largely by
the 'length -of 'maturity.  The
longer the bond runs, the higher
the yield; the shorter the bond
runs, the lower the yield.

Then there are the- Series E
and F bonds on which no current
income is paid, but which provide
for accumulated interest so that
at the end of “the 10~ or 12-year
period the bond which you pur-
chase for $750 or $740 matures at
$1,000. This increase is not the
result of capital growth, but
rather is the accumulation of in-
terest on the principal sum paid
‘in for the life of the bond,

Next, we have municipal bonds:

which are the obligations of va-
rious governmental or political
subdivisions such as cities, states;
counties, school districts, road dis-
tricts, etc. These are of all dif-
ferent grades and qualities but,
generally speaking, represent good
investment media. They are se-
cured by the full faith and credit
of the political entity creating
them and are payable from taxes
levied thereon. These taxes may
be either general or limited in
character. One of the outstand-
ing features of municipal bonds is
that the interest paid on them is
non-taxable by the Federal Gov-
ernment, © Consequently, good
municipal bonds represent a de-
sirable form of holding, particu-
larly by those investors in. the
higher income tax brackets.

Next we will consider corporate
bonds. These are the obligations
of ' industrial ' enterprises, rail-
roads, and public ‘utilities com-

panies, and are of all shades and’

complexions ranging . from. first
mortgage bonds secured by a
prior lien on the property of the
company, through general mort-
gages, collateral debentures and,
finally, down to unsecured notes.
Obviously, the mere fact that a
security bears the name of a bond

does not mean that it is a safe

and secure investment. Some
bonds are gilt-edge, or as we, in
the business, say, triple A in qual-
ity. Others are highly speculative
and uncertain, Their soundness
is determined, not' by their name,
but by the financial strength of
the company against which they

-are issued and the particular na-

ture of the lien or collateral be-
hind them. Most assuredly, should
you seek the advice of your
banker or your investment dealer
with regard to the safety and se-
curity of any corporation bonds
which you may buy.

In a general way this covers the
field of fixed or Dollars Constant
Investments. I am sure you will
appreciate that, with a topic so
broad and a subject so diverse, we
have hardly scratched the surface
with the preceding remarks.’

Dollars Variable Investments

Now I would like to go further
with you and talk about Dollars
Variable Investments which, as
the name implies, and in. contrast
to Dollars Constant Investments,
offer neither the  promise nor
guarantee  of - repayment ‘of "a
definite sum at any specific time
or with any stipulated rate of re-
turn. ,

At this point I think I might
make clear to you the essential
difference between the two forms
of investment. When you make a
Dollars Constant Investment, you
become in effect a creditor of the
maker of the security. You are
owed a set sum of money and you
have various means of enforcing
collection on the due date, and
meanwhile, you are entitled to
receive a fixed rate of return.
When you make a Dollars Vari-
able Investment you in effect be-
come a part owner or participate
in the business itself. You profit
as the business profits, likewise,
you lose as the business:loses.

The leading examples of the lat-
ter form of investment are such
things as real estate, either city
property or farm land—improved
or unimproved. When you buy a
building you become the owner of
that property and if the property
makes money it is yours; if the
property loses money: that loss,
too, - is- yours.

piece of real estate there is no as-
surance that when and if you de-
cide to sell it you will get back
the amount of money you paid for
it in the first instance, or any
other specified sum. That will de-
pend on the conditions prevailing
at the time of sale. Likewise, there
is no rate of return assured from
such investment. It may be more
or less depending upon rental con-
dtitions, operating expenses, taxes,
ete.

‘As a further illustration I should
like to pause here to show you
how ' both type of . investments
can be involved in a single piece
of property—not, of course, by the
same investor, -Let us say, for ex~
ample, that I go out here and buy
a section of land, a 640 acre farm,
and I pay $100 an acre for that
farm. I have made a Dollars Vari-
able Investment, I have gone into
the farming business and if soil
and weather conditions are favor-
able, the seed is good, and the
price at harvest time is high, I
will make a nice profit from my
investment this year. On the other
hand let us say that when I buy
this farm at $100 an acre I only
have $50 an acre in cash and you
are the seller and you take back a
mortgage for 50% of my purchase
price. That mortgage will be in a
stipulated amount—namely $50 an
acre for the 640 acres, or $32,000,
That mortgage will have a matur-
ity or repayment date, probably 10
years after the date, and it will
carry a stipulated rate of interest,
possibly 4% or 4% %, and I must
fulfill all those terms or risk fore-
closure and the loss of my farm.
You have made a Dollars Constant
Investment in 'the mortgage on
that farm. I have made a Dol-
lars Variable Investment in . the
equity of that farm. Is that clear?

Another form of Dollars Vari-
able Investment is precious jew-
elry. You krow what they say,
“Diamonds Are a Girl's Best
Friend,” and very frequently that
has proven to be the case, not
necessarily, however, as the lyrics
of the popular song of that same
title would have you believe! I
am sure I need not dwell on the
variability of this type of in-
vestment. e

Next, you may make a Dollars
Variable Investment by the pur-
chase of sn interest in -a local
business enterprise. You will, of
course, become a part owner and
your investment may be profitable
or unprofitable. You may derive
a good. return or no return, de-
pending upon the conditions
within that particular business it-
self. I am sure that it is clear
and understandable to all of you
ladies that you participate in such

| .

As you no doubt’
know, after you have bought.a

business ventures by buying .an
interest in a beauty shop, a bak-
ery, or a grocery store, and, while
it may not be equally clear to
you, you do exactly the same
thing when you make a Dollars
Variable Investment in the most
widely used form of such invest-
m e nt—namely, common stocks,
When you buy. stocks in any cor-
poration, whether it be a big na-
tional company or a small local
company,  whether . those shares
are listed on any exchange or un-
listed and dealt -in over the
counter or {raded locally, you are
participating in the direct own-
ership of that company to the ex-
tent of your investment and your
profit or loss is according to your
investment,

There is another form of stock—
a somewhat hybrid type of secu-
rity called preferred stock which
embodies some of the features of
both ' the Constant and  Variable
type of investment. Such' shares
do not have any lien upon assets
and the holder, therefore, is not a
creditor of the corporation. How-
ever, the shares ordinarily have
preference, in the event of liqui-
dation or dissolution of the com-
pany, to the- extent of their par
or stated value. Likewise, in the
matter  of  dividends — preferred
share dividends ordinarily must
be paid in a specified amount or
at a stipulated rate before any
distribution can be made on the
common stock. Dividends may be
cumulative or non-cumulative —
if. the. former, any arrearages
which might exist would have to
be cleared up before the common
could receive any payments. Also,
preferred stock may carry partici-
pating privileges—may have con-
version rights and almost always

possess a restricted voting power.:

As I think you will see, preferred
stock lies in something of an in-
vestment “No man’s land”’—some-
where between bonds'and com-
mon stock—yet -belong to neither
group. ‘ ;

The following observation ap-
plies on any investment which you
may make in corporate securities,
‘whether bonds, preferred stocks
or common stocks. Each company,
each security, represents a sep-

arate’ problem and should' have’

careful consideration by you in
conjunction with your banker or
your investment dealer.

That about covers the two basic
investment considerations which I
outlined for you at the very be-
ginning.

Growth and Development of
Mutual Funds

I would now like to bring to
your attention one of the most im-
portant - developments taking
place - in' American investment
and finance. I refer to the growth
and development of mutual funds
or investment company shares or,
as they are sometimes named, in-
vestment trusts. As Shakespeare
said, ,“A  Rose by Any ' Other
Name.” The mutual fund of the
present day is the outgrowth of
earlier developments, some of
which were not too good. But we
learn only from experience and
out of the experience of previous
years has ccme the present day
open end mutual investment fund.
Now the term “open end” merely
means one in which shares are
constantly and continuously being
offered for sale,. A mutual fund
is simply a plan whereby a lot of
people pool their money and hire
a group of specialists to do their
investing. It is a company whose
sole business  is investing the
money which it receives from

the sale of shares in other secu-

rities, under provisions, regula-
tions, and cafeguards as set forth
in the Investment Company Act of
1940 as passed by the Congress of
the United States. Investment
companies - are Federally . regu-
lated and are kept constantly un-
der the watchful eye of the Se-
curities -and Exchange Commis-
sion. However, such Federal su-
pervision does not apply to t_he
management policies or security

(1963) 2%

‘selections of the mutual funcs. '

Thus, it is apparent that the man-
agers of these investment com-

‘panies are permitted. full latitucier

£z s

w

in the selection and. administra—

tion of investments, This is im
marked contrast to the investment
operations of banks and life ip-—
surance companies, the holdings:
of which are strictly supervised.
and rigidly regulated.

As of Sept. 30, 1951, total net:
assets of 103 mutual funds stood
at $3,045,707,000.  There wera:
almost one million - shareholders

owning these assets. Among these:

holders are individuals in every
State in the Union, as well as
institutions of all kinds, fiduci~

aries and corporations. When you:-

buy shares of an investment coro—
pany you are pooling your money
with that ‘of theother investozs:
in the fund whose assets are marn-
aged - by investment specialists:
You do not buy stock -in any paz-
ticular company, but, instead,.
your money is spread over all tke:
securities which the fund owns..

_That is what is called “diversifi--

cation” and. that great big word.
merely means spreading the risk..
It is the practical adaptation of'

the old adage “Don’t Put All You"'t

Eggs in One Basket.”.

When you buy shares in an ip= :

vestment fund you receive only a.
single -certificate but your money
is invested in a large number of
securities and it is bheing care~:
fully tended by the experienceé,.
professional managers of the fund..

As I mentioned to you, all pres~
ent day open and mutual funcsi
function under the watchful eys:

‘of the Securities and  Exchange:

Commission and 'are regulated by
the Investment Company -Act of
1940, Among many other pro--
visions this act stipulates that no:
investment company. may, buy om-
margin nor sell-short, The coro-
pany may not lend money on s¢=
curities and, with a very few ex-
ceptions,
money on securities. :
important to you as an investor s
the provision of the act which
stipulates that the trust must al--
ways redeem your shares at the
prevailing liquidating price. The:
value and importance of this lai~
ter provision cannot be over-enu-
phasized because it assures you a8
a purchaser of investment ‘funcs:
of always being able to get your
money, represented by your owrn=
ership of shares. Now it is true
that at the time you liquidate yotr
shares, they may be worth more,
or less, than the price you paid,
but whatever the value when youx
want -to liquidate, that must ke
paid to you. :

An independent custodian ox
trustee holds all the assets of tke
fund for the benefit of the stock=
holders. This must be a bank or
trust company which is a member
of the Federal "Reserve Systenr
and has a capital and surplus of
not less than $2,500,000. By acd
large these are.the general pro-
visions of all investment funds of
the open-end variety.

Kinds and Types of Mutual Funds

We should now consider thke
different kinds and types of mu~
tual funds that are offered to tke
investor today. These are almosk
as numerous as the different kindg
of bonds and stocks that are avail-
able. There are mutual funds for
almost every investment purpose
and it is exceedingly. important
that, when you buy shares of zm
investment company, you select
one which meets your needs and
suits your purpose. -

These, too, are matters which
should be ‘discussed with your
banker or your investment dealer.

There are investment com-
panies which invest only in com-
mon stocks and these are of twa
kinds. One places greater em-
phasis on capital growth and ap-
preciation—the other on income.
The rate of return on good com=-
mon stock funds today varies from
31 to.5 or possibly 5%%. A%

Continued on page 33
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Canadian Securities
By WILLIAM J. McKAY

The emergence of Canada as a that the anti-inflationary meas-
world power is now . universally ures now in force have served
recognized but the Dominion it- only to cramp the economy .with-
self is hesitant to take the requi- out achieving their primary ob-
site initiative to give appropriate jective. Under present conditions
effect to its new powers. The rel- moreover it is impossible to in-
atively petty problems of the past sulate the Canadian economy from
are still inclined to weigh more U. S. inflationary forces. . Con-
heavily than the tremendous pos- versely, in view of Canada’s in-
sibilities of the future. During creasing dependence on U, S.
the difficult years of the past few markets, an economic setback
decades the conservatism of Ca- south of the border would have a
nadian financial and economic disastrous cffect on Canadian for-
policies has been amply justified eign trade. ’
but at the present stage of devel- In view of Canada’s recent dy-
opment Canada can afford to lead namic economic expansion and
from strength. prospects of still greater progress

In matters of basic policy the the Dominion is now in a position
Dominion hitherto has had per- to adopt a bolder and more in-
force to steer a course which dependent economic course. The
would not diverge too - widely present policy which leans-heav-
either from that followed by its ily toward centralized control of

great neighbor to the south or the economy by restrictions and .

that of Great Britain, During the monetary inanipulation would be
postwar period however as a con- quite appropriate in the case. of
sequence of the recurring diffi-' the older and more mature econ~
culties of the British economic omies of Europe. But Canada’s
situation Canada’ has tended to youthful and expanding. economy
align herself more closely with calls for the vigorous and imagi-
this country. Thus the British native New World methods that
Commonwealth has been deprived A were ‘so successfully adopted by
of the invaluable support that this country in its pioneer era.
might otherwise have been given A change of policy in this di-
to the sterling bloc had the senior. rection would not only be best
Dominion’s tremendous resources. adapted to Canadian needs but it
heen added to the common pool. could also go a long way. to solve
Although the loss of . British Britain’s -economic troubles. In
markets. has been amply compen- - this connection it is interesting to
sated by greatly expanded exports note the initiation of a campaign
to this country, the greater.eco-.in London for large-scale emigra-
nomic .dependence on the United: tion of both people and industries
States has created problems that.to British. Commonwealth areas.
have been largely met by restric-, Headed by Sir Frank Whittle, the
‘tions and controls, Canadian, eco- inventor of the jet engine, a new
nomic and financial policies have - organization, the Migration Coun-
been increasingly influenced . by -cil, has just-published a. pamphlet
the pressure of yarying trends entitled “Operation British Com-
south of the border, This has re-. monwealth” which is to be sent to
sulted in many instances in a de-; all Commonwealth countries. :The
fensive rather than'an independ- .council’s . pamphlet  claims - that
ent approach to the solution of emigration is the best strategy to
Canadian economic problems, For -prepare 'the . Commonwealth
example the Canadian Govern-.against attack. Jt also states that
ment has spared no effort in com-“the bulk of the British Com-
bating inflation by the classical monwealth’s population and in-
methods of higher interest rates,: dustrial, strength is huddled. into
restriction of, credit, and higher one ‘small corner —the British
taxation, but despite the intense Isles—while the vast rich.domains
antx—_m.f_latlonary campaign the of the other parts lie compara-
Canad{an cost of living maintains. tively underdeveloped. for lack of
a persistently upward course, people.” This striking suggestion
The inflation of Canadian prices surely offers Canada a golden op-
is most apparent in the case .of Portunity for - appropriate re-
durable .goods -and . luxury .and - Sponse.
semi-luxury 1tem§. When com- . During the week both the ex-
parison is made with U. S. prices. ternal and internal sections of the
for similar articles, and considera- bond market were lower with
.tion is given to the lower level of . weakness especially apparent in
Canadian wages, it would appear the latter, category following the
"~ -lowering of the Canadian mar-
ket support: levels. The Canadian
dollar following an abrupt relapse
to 4% % finally . rallied.to 4% %.
.The stock markets were also. af-
-fected by the unexpected action of
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liquidation of internal bonds and
to a lesser extent by anti-infla-
tionary intentions. The industrials
and golds were the principal suf-
ferers but' the Western oils and
base-metals showed marked re-

| sistance to the decline,

Morgan Stanley Group
Offers Railroad Bonds

Morgan Stanley & Co. and asso- .

ciates on Nov, 16 offered for pub-
lic sale, subject to approval of the
Interstate Commerce Commission,
a new issue of $14,950,000 West-
ern Maryland general mortgage
4%, % bonds, series B, due Nov. 1,
1976, The bonds are priced at
100% plus accrued interest to
yield 4.50% -to maturity. The
issue was awarded at competitive
sale on Nov. 15 on a bid of
98.5231, ‘

Proceeds of the sale will be
applied to the payment on or be-
fore maturity on Oct. 1, 1952, of
$14,950,000 - first ~mortgage 4%
bonds of Western Maryland RR.
Co. (a predecessor corporation),
thus completing a refinancing
program undertaken in 1949 when
$44,176,866 - of -the predecessor
corporation’s first mortgage bonds
were outstanding. After provi-
sion for payment of these bonds,
and. discharge of said first mort=

.. gage, the general mortgage under

which the new series B bonds are
issued will. become a direct first
lien . on  substantially all of the
presently existing properties of
the railway, including equipment,
subject only with respect to cer-
tain equipment to liens of equip-
ment obligations, :

- The new bonds will have a
fixed sinking fund of 1% annu-
ally, plus an- additional 1% con-
tingent upon earnings during the
preceding calendar year.
addition, so long as the series B
bonds are outstanding and until
indebtedness secured by the gen-
eral mortgage has been reduced

25% below  $44,690,000, the com='

pany will provide a .general
sinking fund equal .to 20% of its
net income in excess of, $1,250,000
during the preceding calendar
year which shall be applied to the
retirement of general mortgage
bonds, (A credit for other sinking
fund payments for general mort-
gage bonds may be applied against
the general sinking . fund.) The
sinking - fund redemption prices
for the series B.bonds range from
102% : if .redeemed -to and in-
cluding Nov. 1, 1952, to par after
Nov. 1, 1975.  Optional redemp-
tion prices scale - from 104% if
redeemed to and including Nov. 1,
1952, to par if redeemed  after
Nov. 1, 1975.

The .company operates lines in
Maryland, W est - Virginia and
Pennsylvania aggregating - about
875 miles of road of which 720

miles. are owned by-the company-

and a .wholly ,owned . subsidiary.

The main. line extends westward

from:Baltimore through Cumber-

land, Md., to Connellsville, -Pa.-

on the . west, and.Webster Springs,

‘West-Va. on the.south. It is an
-important originator of bituminous *
.coal-traffic, and. through -its con--
-nections :.at Connellsville, pro-

vides-the shortest .route between

-the eastern - seaboard "and - Pitts-
+burgh. and many- large’ industrial ...
centers in the Midwest. ~The-:
company; also -owns and ‘operates -

an -extensive . tidewater ‘terminal

:in Baltimore.

For - the nine  months ended

Sept. 30, 1951, the company. re- .,
-ported ' railway operating: rev-

enues -of - $35,354,000. and income
available for fixed charges of
$6,001,000. il

~Sigmund Stern

Sigmund. Stern passed .away .at
his home at the age of 82 after a
long illness. Prior to his retire-
ment in 1941 he was a partner in
Herzfeld & Stern. ;He organized
Stern & Company in 1945 of which
he was a partner until 1950.

In’

,gfam,_’ and. unless: money market conditions ease, .
- tions are quite likely.to.go on until maturity. .
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Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR.

It is the same old story in the goverﬁment market, with the
largest volume and greatest activity in the nearer-term maturities.

" The longer-term obligations are on the uncertain side and because

of the price erosion on very light volume most of these securities
have declined to new lows for the year. Buyers of the higher in-
come Treasury issues are decidedly on the cautious side, and have
taken mainly to the sidelines awaiting developments. Tax selling
is becoming more of a factor every day in the longer-term obliga-
tions and most of the funds that have been coming out of these
sales have been going mainly into either the shorts or a few of the
June 1959/62s and the 1962/67s.

Whether Federal has been in the market lending minor sup-
port to the longer-term Treasuries appears to be a controversial
item.- Irrespective of what has been going on, when the news got
around in the past that the powers that be were giving a longer
look at the longs, a firmer tone usually developed. Open mouth
operations may-still be of some value to the authorities." 2

The government market again seems to be divided into two
rather distinct parts. Such a happening is not unusual because it
has taken place on several occasions in the past. The short-term
issues and the intermediate-term maturities appear to form one
segment of the market.” That is, Treasury bills, certificates, notes
and as a matter of fact, all maturities out through 1956, are in-
cluded in this classification. .The other group appears to take in
all maturities, from beyond the 1956 level to the longest of Treag-
ury obligations. : ) ’

Long Bonds Not In Demand

The market action and activity .of these two segments of the
government market are quite different mainly because of the pref-
erence of investors for riskless assets and liquidity. ‘As’a result,
and despite not too easy money conditions, there is a very great

~demand for the short@ﬂgm}jn—termediate-tenn'matur‘itiqsmt‘ Treas-

ury obligations, Volume is also very heavy among these issues and
there is no evidence on the horizon yet that this demand and vol-
ume are likely. to subside in the near future. f

On the other hand, the longer.end of.the list appears to have
only a very limited number of friends at-the present time. In
other words .there -are no speculative or-important positions fir}
these obligations, and there is not likely to be much of a change
in this course of events in the future, Likewise investors are about
as cautious now as they have ever been.as far as.the higher-income
.obligations are concerned: Scale buying seems to have given way,
in favor of a sideline, look see, attitude. As a result of this, and
some minor selling, many of the longer-term Treasury. issues are
at new lows for the year. ; ¢ /

‘Tax Selling Market Factor

One of the important forces. operating in the longel‘;,t'erm
Treasury market, at the present-time, and:which probably..is
responsible in some measure- for the uncertain tone.among these

Jobligations is tax selling. This is going on in both the restricted

obligations.and the bank eligible issues. There appear-to be, how=
ever, somewhat larger operations taking place in the bank eligibles;
than in the tap issues. Nineteen fifty-one appears to be a good year
in which to take tax losses, and. indications are this will continue

.right on through the end of the year.. Therefore, investors are not

putting bids into the market to, be left. there but if they believe
prices are right they-are inclined:to do spot buying.in .not .too
sizable amounts. 'There is no pressure to put funds to work at the
moment, as far as income is concerned, since most of the money
that could be put into the higher coupon governments is going jnt§
the ‘more. liquid short-term issues. ; o
" Redemption by the:Treasury. of the 2% % bonds.due March: 15,
1954, on March 15, 1952, was not unexpected. “The passing: of the

- opportunity to pay off the 2s due Sept. 15, 1953;,on March. 15 next,

likewise was:not a suiprise to the market. It is evident the Treass
ury is not in a position to pick its spots in the debt retirement pro-
the 2% obl_iga%

, Treasury Bills Attractive . g
“The -Treasury - offering -of -201-day 'tax .anticipation bills .was . -

.what the market had been lookirig for.-They will be dated Nov..27 .

and will mature,{une;ls, 1952. The demand for: these-bills-is very

»large and.the. smaller banks .are-in " this time: up'to the +$200,000
-limit at the average rate. -Many of these institutions did not. take

advantage of this provision when the 144-day obligations were put.
out-by the rTrea,svuryﬂ.gThe :$1,250,000,000 of tax anticipation bills
should just about wrap-up the goirex}nment ‘new money financing

-for the current fiscal year.

: -Canada Pulls:Pegs o

. The action of the Canadian monetary authorities in pullin_g,thé :
price pegs on its longer-term. internal government obligations_ is |
another step in fighting the inflationary forces.. This is not dis-:-

* similar to what has been going-on in the. United States. Making -

credit more costly .and not so. easy to get is being carried out by
many nations as an anti-inflationary force.
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Jackson D. Breaks has been pro-
moted to the office of Vice-Presi-
dent of the €Chase National Bank
of New York and will be associ-
ated with the district staff hand-
ling the bank’s business in Iowsa,
Nebraska, Missouri, Kansas, and
Colorado. Francis G. Ross, here-
tofore Vice-President in charge of
that district for the bank, will take
over the supervision of Chase bus-
iness -in Illinois, Wisconsin, Min-
nesota and the Dakotas, succeed-
ing Edwin A. Locke, Jr., Chase
Vice-President, who resigned last
week to accept appointment by
President Truman as coordinator
of- United States Econmic Aid in
the Near East with the rank of
Ambassador. ’

Walter M. Steppacher and Myles

J.-McLaughlin have been elected

Assistant Vice-Presidents of Colo-

nial Trust Company of New York,

according to an announcement by

Arthur S. Kleeman, President of

the banking house. A graduate of

the .University of Virginia, Mr.
- Steppacher ‘served during World

War Il as a meteorologist with the
" U:s S. Air Force. Before joining

Colonial Trust he had been with

the New York “World Telegram.”

Mr, McLaughlin, a Flight Officer

with Naval Air Transport Service

during World" ‘War II, attended

New York University and previ-

ously had been associated with the

textile firm of A, D. Juilliard &

Co. Inc. and with Pan American

World Airways.
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Appointment of four Assistant
Cashiers to the Bank of America
(International) Home Office, New
York, has been announced by Rus-
sell ‘G. Smith, Executive Vice-
President. The four are: Chedomir
Ristich, Basil P, Larthe, Henry
C. E. Grahn and Lawrence N.
Albertson. All joined the interna-
tional financial organization -in
1950. The opening of a new branch
of the Bank of America (Interna-
tional) was noted in our issue of
Noy. 15, page 1855.

The Board of Trustees of the
Bowery Savings Bank of New
York on Nov. 13 appointed Fred K.
Cardes Assistant Vice-President.
Mr. Cordes 'was promoted from
Deputy Controller,

% %

. #Announcement was made on
Nov. 10 by-Bernaru . F, Hogan,
President of.the Greater New-York
Savings Bank of Brooklyn, N. Y.,
that Frank- Mullen and-Ernest D.
Renard, each with the-bank more’
than 30 years, have been elected
members of the Board of Trustees.
reporting-this, said: - ; 3

- “Mr. Mullen started as a typis

clérk in 1914. During .succeeding
years. he-served. as Secretary to
the bank’s first. President, Mort-
gage-Department<Clerk and Teller;

The Brooklyn “Eagle” of Nov. 10 '

Hé was promoted to Assistant Sec-

retary in 1932, to Assistant Con-
troller in 1935, Controller in 1936
*and to Vice-President-Controller
in’ 1949.

#Mr. Renard started.at the bank.:

as.a.bookkeeper in 1920, He then
served as Teller -and Chief Clerk.
He ‘was promoted to Assistant
Controller in 1936, to Assistant’
Vice-President in 1944 and to Vice-
President and Mortgage Officer in
1949.”

- .
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The voluntary liquidation of the
Rhode Island National Bank of
Providence, R. I, (capital $5,000,-
000) became effective on Oct. 31,
following its absorption on Oct..31
by,the Rhode Island Hospital Trust

pigitized for FRASER

ttp://fraser.stlouisfed.arg/ L

Company of Providence, noted in
these columns Nov. 8, page 1768.
According to the weekly Bulletin,
Nov. 13, of the Office of the U. S.
Comptroller of the Currency, the
liquidating bank was operating 11
branches at date of liquidation,
five of which were local branches,
two were located at Newport and
one each at Pawtucket, Woon-
socket, Cranston and East Provi-
dence, R. I.

The Newark “Evening News” of
Nov. 7 reported that successful
subscription of Franklin Washing-
ton Trust.Co.’s (Newark) -$576,000
new stock issue, and retirement of

the bank’s $500,000 debt to the .

RFC was announced that day.
Franklin ‘Washington put its stock
plan before the stockholders Oct.
11, said the “News,” and the shares
-were fully, subscribed. before the
end of the month, at $8 a share,
on basis of 1% shares for each
share held. In part, the “News”
account added:;

“Clifford F, MacEvoy, Chairman
of the Board, gave the details to-
day in revealing the RFC pay-
ment. Mr. MacEvoy and the Presi-
dent of the bank, Stanley J. Marek,
went to Washington yesterday to
hand over the check in formal dis-
posal of the long-standing obliga-

tion.” .

The opening of the County Bank
& Trust Co. of Paterson, N. p S
formed through the merger of the
Paterson Savings & Trust Co. of
FPaterson and the Peoples Bank &
Trust Co. of Passaic was reported
in"the Newark “Evening News” of
Nov. 13, Details of the merger
were .indicated ,in our issue of
Oct. 25, page 1563.
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E. Allen Smith, retired Execu-
tive Vice-President of the Mer-
chants & -Newark Trust Co., now
the National State Bank of New-
ark, N. J., died on Nov. 8, accord-
ing to the ‘Newark “Evening
News,” from which we also quote:

“Mr. Smith was Cashier of the
Internal Revenue Bureau here
when he was 21 years old. He
later became associated with the
Federal Trust Co., where he was
a Trust Officer.. He had been 27
years with the Merchant & New-
ark Trust Co. when he retired five
years ago,”

o
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- The recent announcement of the
appointment of Lawrence P.
Maude as Assistant Cashier of the
National State Bank of Newark,

-N., J., has been made known by

the Newark “Evenin g News”
-which said:

“Mr. Maude began his. banking
career with the Mt. Prospect Na-
tional: Bank 'in 1939. That bank
Wwas -acquired by -the U. S. Trust
Co. in 1941 and in 1948 Mr. Maude
was.appointed Auditor of the U, S.

Trust Co.-The U, S. Trust Co. was '

aequired- by National State Bank
in November, 1950.”
# % #

*“George C; Brainard, President of

the Addressograph - Multigraph
Corp., Cleveland, has been redes-
ignated Chairman of the Board
of Directors of the Federal Reserve
Bank of Cleveland and Federal Re-

Serve Agent for the Fourth (Cleve-

land) District for-the year 1952
by the Board of Governors of the
Federal Reserve System at Wash-
ington. John C. Virden, Chairman
of the Board of the John C, Virden
Company, Cleveland, has been re-
designated Deputy Chairman . of
the bank’s board of directors for
the year 1952. The Board of Gov-
.ernors reappointed Leo L. Rum-

. sze Commlercial and Financial Chronicle

mell, Dean of the College of Agri-
culture of Ohio State University,
as a Class C diréctor of the bank
for a three-year term ending Dec.
31, 1954. Clifford F. Hood, Execu-
tive Vice-President of the United
States Steel Company, Pittsburgh,,
Pa., was appointed a member of
the board of directors of the Pitts-
burgh branch of the Federal Re-
serve Bank of Cleveland. He suc-
ceeds Albert H, Burchfield Jr. and
was appointed for a three-year
term ending - Dee. 31, 1954.
Efnest ‘H. Hahne, President" of
Miami University, Oxford, Ohio,
was reappointed .to the board of
directors of the bank’s branch at
Cincinnati for a three-year term
commencing Jan, 1, 1952,
% ow

Through the sale of $300,000 of
new stock the Liberty National
Bank & Trust Company of Louis-
ville, Ky., increased its capital, ef-
fective Oct. 26, from $1,800,000 to
$2,100,000. ‘

% % S

John N. Marshall, Chairman of
the Board and President of Granite
City Steel Company, Granite City,
IlL; was elected a director of the
First National Bank in St. Louis
on Nov. 13. Mr. Marshall, a native
of Pennsylvania, was an executive
of the Bethlehem Steel Company,
Bethlehem, Pa., before going to

Granite City Steel as Chairman.of . i
the Board in August, 1949; He was. £ &

elected President of the company
in May, 1950. He is a director of
the St. Louis Union Trust Com-
pany, St. Louis Shipbuilding &
Steel Co., Illinois Terminal RR.
Co,, the American Iron and Steel
Institute, etec.

st s

As.of Oct. 17, the First National
Bank of St. Charles, Mo., increased
its capital from $100,000 to $250,000
as a result of a stock dividend of -
$100,000, and the sale of $50,000 of
new stock,

£
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The formal opening of the new
banking quarters of the Empire
Trust Company of St. Joseph, Mo.,
occurred on Nov. 17. . -

Vi #
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The Board of Governors of the
Federal Reserve System report
that The Peachtree Bank & Trust
Company of Atlanta, Ga., a State
member, changed its title to The
Citizens and Southern Buckhead
Bank. on Nov. 1.

5 4 # 3

The First National Bank in
Houston, Texas, offered to its
shareholders of record on Oct, 31
rights' to subscribe, at. $40 per
share, to 100,000 shares of  common
stock (par $20 per share) at the
rate of one share for each 23
shares then held, Subscription
rights 'were mailed to share-
holders on Nov, 9 .and were exer-
cisable -during the period ending
at'12 noon, Central Standard Time, -
on Nov. 20, when the warrants
evidencing such rights expired..In-
cident to the offering, several un-
derwriters headed by Merrill
Lynch, Pierce, Fenner & Beane
participated -in- the offering and
sale of the additional .shares,

# & #

. James --D..-Berry -.and .- Gene
Bridges of Republic National Bank
of" Dallas, -Texas, have been ad-
vanced from Assistant Vice-Presi-
dent to Vice-President. Announce-
ment of these two promotions was
‘made on Nov. 14 by Fred F. Flo-
rence, Republic’ President. A na-
tive of Sapulpa, Okla., Mr. Berry
was formerly connected .with the
American National Bank in Sa-
pulpa as Assistant Vice-President.
He joined Republic June 15, 1950,
as an Assistant Vice-President in
Correspondent Bank Department.
Mr. Bridges, a native Texan, began
his career at the Highland Park
State Bank as Bookkeeper and
Teller. He joined Republic in 1947,
after serving with the Federal Re-
serve Bank of Dallas as Assistant
Examiner. He was advanced from

Assistant Cashier to Assistant
Vice-President in the Correspon-
dent Bank Department in Janu-
ary, 1951, - i :
s E £

The Central Valley Bank of Cali-
fornia, at Richmond, Cal., a State
member of the Federal Reserve
System, and the Bank of Manteca,

(1965) 25

at Manteca, Calif,, an insured non-
member, merged on Nov. 5 under
the charter and title of Central
Valley Bank of California, Inci-
dent to the merger, a branch of
the Central Valley Bank was es-
tablished in the former location of

Bank of Manteca.
* # #

Money and Democracy

. By W. RANDOLPH BURGESS *
Chairman, Executive_Committee, Nat’l City Bank of New York

Pron‘ninent NCW{ York banker fivndsvdemocracy still battling for
survival, despite withstanding of severe tests. Advocates,

among other- things, for

its protection, better control of money

§up?ly and of public spending. Warns government spending
is inflating the currency, and this threatens to overturn
existing basis of society,

In the middle of the 19th cen-
tury a number of political philos-
ophers stated ‘the thesis that a
pure democracy would destroy
itself. The
majority, the
poorest and
most ignorant
part of go-
ciety, swayed
by dema-
gogues,
“would = plun-
der the rich,
and civiliza-
tion would
perish; = or
order and
prosperity
would be
saved by a
strong - mili-
tary - govern-
ment, and liberty would perish.”
(Lord Macaulay.) '

Democracy has stood the test
better than Lord Macaulay pre-
dicted, but the. case is not yet
closed. Every thoughtful person
is today alarmeq by dangerous
trends in our national life, = The
‘Western European .democracies
barely escapeq defeat in ' two
world wars, due to popular -re-

W.R. Burgess

-luctance ‘to arm. Shocking. cor-

ruption .-has. been revealed in

many American cities, and in ‘the

national government itself,

The U. S. Congress votes vast
sums for bonuses and subsidies
which our Congressmen individ-
ually do not approve, but dare
not vote against. Here. and in
Western Europe depreciating
money ‘and heavy taxes are grind-
ing :down'the upper and middle
income groups, from which lead-
ership comes. Many economists
predict a continued inflation with
its injustices, disorders, and break-
ing of faith. They are usually
silent as to the deflation and

depression which in history have -

followed inflations:

As the scope  of government
grows more vast and complicated
the party in- ‘power gains a
stranglehold on votes, and change
in government, the essence of

democracy, is harder.
By what means shall our de-
mocracy protect itself from itself?
Certain general protections

- need reemphasis: the independent

judiciary, the separation of Exec-
utive and Legislature, the Consti-
tutional limitations of powers,
education of all the people, par-
ticularly their education in sound

traditions and moral standards. I -

suggest especially that we in the
United States réappraise national
npolicies for the control of the
money supply and .of public
spending. " For .these are .today’s
worst trouble spots; where the
present faults of our democracy
come to focus.

In 1914, the Federal Reserve
System was set up as a mechan-
dsm for influencing the money
supply in the publijc interest and
independent of partisan politicalt
pressure. That machinery has

*Summary cf an address by Mr. Bur-

ess before the Bond Club of Chicago,
Chicago, IIl, Nov. 15, 1951,

proved its worth over. a long pe=
riod of years. Just this spring the
action by the Reserve System, in
agreement with the Treasury,
showedq its value in lessening in-
flationary pressures. Today, a
Congressional group is conducting
an inquiry with the evident ob-
Jective' of curtailing the inde-
pendence of. the Reserve System.
Government -spending  itself is
out of control and is inflating :thé
currency. The activities of the
Executive branch .of the Govern- )
ment have -mushroomed so that
the old means of the Legislature
for reviewing .the ‘budget have
been outmoded. New methods are
needed to restore to the Congress
the power of the purse which it
has almost lost. New and more
powerful public support is needed
for economy, to" offset the in-
fluence of pressure groups. . '
In the face of past defeats by

the legions of spending, discour-

agement is easy. But.we must
not give in for this is g key salient
in the battle 'to preserve our
democratic way of life.

“There is no subtler, no surer,
means of overturning the existing
basis of society than to debauch
the .cwrrency.  The process -en-
gages all the hidden forces of
economic law -on ‘the side o<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>