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EDITORIAL .

As We See It

The President last week made his annual eco-
nomic report to-Congress. Along: with it was, as
usual, the annual economic review by the Presi-
dent's Council - of Economic ‘' Advisers. In such
matters-as these it is ‘alwaysdifficult -to deter-

mine whether' what the: President had-to-say. to..

Congress was in large ‘measure determined. by
what his Council had'said' to him, or whether the
President “had -a’ controlling” hand in'-what his
Council reported: to* him: It is, ~however, gen-

erally ° understood . ‘that the Chairman of - the.

Council has at present a sort of preferred posi-
tion in the mind of the President, and that his
views influence the Chief Executive greatly.

This is"a.council - of economic. advisers-at least’

“in name, although only one of the-three compos-
ing it. has any standing at all among . economists,

i nomic subjects, than for clues as.to: the .general

. tdirection of the President’s thinking on questlons :

much broader than: one: expects. to, find -in’ dis-

endless reiterations’ of dubious: generahzatlons
about the economic: system, 1o be brutally frank
about it, constitute a weariness of the flesh and
a vexation.of the spirit. “‘As an exposmon of the
basic social and political” phxlosophy that now
governs the Admlnlstratlon it is at times enlight-
ening—and always a sharp reminder of the de-
gree in which we as a nation have strayed from
the path of our forefathers, and indeed from the

Continued on page 32

MORE BUSINESS FORECASTS IN THIS ISSUE—Starting on page 6 we present some
. of the additional ommons on the outlook for Trade, Finance and Industry which could not
be accommodated in our ANNUAL REVIEW and OUTLOOK ISSUE of Jan, 17.

DEALERS

Recent Developments in
‘Medicinal Chemistry

By MARLIN T. LEFFLER*

Associate Director of Research, Abbott Laboratories
Dr. Leffler, in comment on recent advances in medicinal
chemisiry, pomts out great ' developments that have’
marked the six years of World War IL. Tells story of
discovery -and production of antibiotics and other prod-
ucts of medical research. Says there are many new anti-

biotics “just around the corner,” and greatest problem

is to_provide better supply’ of blood for wounded men,
and substitutes for food by means of injections.” Reports
some progress in drugs for heart diseases, arthritis, and
‘rheumatic fever, and in use of radioactive isotopes.
1 am going to speak ‘to you about some of the more
recent developments in medicinal chemistry—a- branch
of science whose role began in earnest only a-few decades

ago. In referring to the history of medicmal chemlsuy,
I recall a story about three men—a

- doctor, an. engineer, and .an .econo--'
'The fact:is:that the matriculate have long tnder-::. 3

‘stood. that the regular reports of .that: body were -
to be studied less. for: light -on ‘economics or eco-'

mlst—-—who were arguing aboit which
of their; partlcular sciences ‘was -the

‘otdest. 1t was offered by /the doctor

that' medieal. scichce; ‘wag’ really’the .
oldest ‘because: the Lord:’ ‘pérformed

“surgery ;' whenHe-"made . Eve : from
+:Adam’s rib: The‘engineer: suggested

- that-certainly .€ngineering was older
- cussions of eCOnOmICS as such: As a document on i

| economices; it must ' be- a531gned a low rank.” Its.

than that because: before  Adam:and.

~Eve,-the Lord cieated the world by

brmgmg order. out of:chaos. Finally,
the economist: made: his ‘elaim by
stating ‘that ‘it ‘'was cconomlcs that
‘¢reated the’chaos. :

Regardless of its actual age med-
ical -science has grown up . only re-
Cently-—-—whlch fact makes its extensiveness more 1mpres-
sive. The extent of the subject may be gauged by a few
words about the pharmaceutical industry itself. It is
estimated. now that the grand total of pharmaceutical
manufacturers and distributors in the United States is
about 1,200. Of these approximately 11 are inter-

Continued on page 32

Leffler before the LaSalle Street’ Women,
Jan, 15, 1952,

Marlin T. Leffler

*An address by Dr.
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Today’s New Type Inflation

‘And Its Tragic Implications

* By JOHN E. ROVENSKY*
Chairman of Board, ‘American Car & Foundry Co.

Prominent industrialist and ‘ex-banker emphasizes today’s
inflation differs in essence from ‘all historical inflations.

- Avers former inflations’received initial impetus from pur-
"+ “chases ‘of merchants, 'manufacturers -and speculators,

while today’s stems from monopolistic power of unions.

~ Holds new type is fed' mainly by repeated raises in all
* manner of pay, including wages, and hence ‘remedial
- measures such as credit control, etc., aimed at old type

- of inflation, are’of almost no value in present case.

Our civilization—our way of life—that of individual
liberty, is being undermined and whittled away at an
alarmingly increasing ‘rate. ‘Liook back 20 years; see
where ‘we stood 20 yedrs ago and then, where we now
stand; then -project’ this course for- -
ward 20 or -30 years; and what:do:
you see? You can call that future
picture Marxism,- Socialism, Fascism

. or any other kind of “ism”—but it"

always means the same thing—the: .
individual is more and more becom-- .
ing "the servant—the chattel ‘of the’
state—liberty is going out: and as it
does slavery comes in.. Just how:.-

“much farther do you want this 'to'"

go—how much longer are’ you going
to sit back and idly wait. for things

* to work out—which they never do.

" We—the sensible-conservative class
—who have the most to'lose in the
impending catastrophe — are ' losing
this fight . by default.” When you
speak on this subject to one of your associates, he wearily
listens to you—first he agrees with you in principle and
then blandly asks—“Well, what-can we do about it?”

Well, of course, we can’t’do much about it just now.

Continued on page 24

John E. Rovensky

*An address by’Mr. Rovensky before New York State Bankers
Association, New York City, Jan. 21, 1952.
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The Security I Like Best

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

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

GLENN E. ANDERSON
Executive Vice-President,

Kirchofer & Arnold Associates,
Raleigh, N. C,

Correction on American Enka Corp.

In our issue of Jan. 17, on page
2, we published Mr. Anderson’s
analysis of the American Enka
Corporation. In this connection,
Mr. Anderson wrote us under date
of Jan. 21, as follows:

“It has been brought to my at-
tention that there is an error in
the article relating to earnings of
American Enka Corporation. com-
mon stock. I stated that the earn-
ings were $5.42 in 1947, $7.18 in
1949, $5.34 in 1950, and $3.69 for
the first 36 weeks of 1951. In
copying the earnings down for the
article, I left out the year 1948,
but used the earnings for 1948
with the year 1949. The last sen-
tence in the sixth paragraph
should have read, ‘Earnings per
share, also adjusted. for the split,
were $5.42 in 1947, $7.18 in 1948,
$5.37 in 1949, $6.23 in 1950, and
$3.69 for the first 36 weeks of 1951,

“I wanted to provide you with
this information to avoid misun-
derstandings in case there are in-
quiries about the article.”

H. THEODORE BIRR, JR.
President, First California Company,
San Francisco, Calif.

Bank of America N. T, & S. A,
In the year 1951 just ended, the

.Bank of America chalked up new

records to the direct benefit of its
employees, depositors and share-
holders. In so :
doing, its stock
has further
demonstrated
its true in-
vestment
characteristic
which is an
investment for
income and
growth based
on 10 funda-
mental facts,
namely: (1)’
Capital for
Western in-

H. T. Birr, Jr.

dustries, (2)
Aggressive
management, (3)  Largest non-

government bank in the world,
(4) Increasing population in ter-
ritory served, (5) Financial
strength, (6) Operating statewide
branches, (7) Recognition as “The
Little Fellow’s Bank,” (8) Newest
ideas in banking, (9) International
banking activities on a widening
scale, and (10) Assets over $7.5
billion. These 10 facts point to
one inescapable conclusion: Cali-
fornia — the bright star in the
Western horizon of our great
country. :

The statistics for Bank of Amer-
ica as of the end of 1951 reveal
the basis for our prior conclusion.
For example: Resources reached
the magnitude of $7.5 billion, an
increase of $764 million over a
year ago; deposits jumped to $6.8
for an increase of $624 million;
loans reached a total of $3.6 bil-
lion, up $376 million, and invest-

-ments amounted to $2.4 billion—

up $196 million. A total of 2.4
million separate loans were made

_during 1951 adding up to $5.6 bil-

lion. Loaning activities were
geared to strengthen California’s
robust economy as well as aiding
in production for the national de-
fense program.

Shareholders could take pride
in the whopping operating earn-

; ings (after taxes and expenses)

of $60.8 million for 1951, com-

_pared with $5§.8 million for 1950.

After adding $10 million to the re-
serve for possible loan losses, net
earnings on the 24 million shares
outstanding amounted to $2.12 per
share vs. $2.16 per share for 1950,
The net earnings per share for
1951 could have been $2.22 had
the addition to reserve for loan
losses been maintained at the $5
million level as in 1950, Capital
funds reached $412 million, or an
increase of $23 million.

An' organization’s progress de-
pends largely on the morale and
capabilities of its personnel, In
this regard the 17,000 united em-
ployees and top flight manage-
ment of Bank of America continue
to be the primary builders of the

Bank’s business. The prodigious .

effort of this team scattered

through 537 domestic and foreign-

branches made possible the ¢bn-
tinuing growth of Bank of Aniér-
ica, thereby benefiting themselves,
the depositors and the sharehold-
ers. i
Since Bank of America ‘and
California are, to a large extent,
synonymous, it is worth mention-
ing that the Golden State’s eco-
nomic, social and political prog-
ress continue to have a direct fa-
vorable impact on the Bank’s
growth. A recent study shows
that in the period 1940-1950, Cali-
fornia has experienced remark-
able increases in the following
important vital statistics: Popula-
tion, up 53.3%; individual income,
up 230.8%; agriculture, up 247.0%;
construction, up 228.2%; bank de-
posits, up 196.2%; bank loans,
up 192.7%; motor vehicles, -up
68.7%, and employment, up 53.3%:
In all cases these increases sub-
stantially exceeded like gains for

, the United States as a whole.

The conclusion is inescapable
that the stock of Bank of America
is an attractive investment for

income and growth based on the-

undeniable fundamentals ‘of: A
healthy growing territory, and-a
top flight management-employee
team with imagination and pur-
pose. The 5%9% yield currently
available from a well secured
dividend of $1.60 supported. by
real earning power is g realistic
yardstick of appraisal. The alert
investor is interested in two facts:
A good return on his money and
opportunity for its growth. The
stock of Bank of America, which
is traded over-the-counter, ideally
suits this objective.

ALBERT H. DEUBLE
Partner, Oppenheimer &- Co.,
New York City
Member, New York Stock Exchange

The Denver and Rio Grande Western
Railroad Company

Two immediate reasons suggest

the purchase of the common shares

of the Denver and Rio Grande
Western Railroad Company:

(1) A prob-

Py % able dividend

"¢ increase from

$3 to possibly

$5 a share at

meeting; and
(2) the strong
possibility ‘of
a stock split-
up on the
basis'of 3 : 1
or even 4 : 1.,

: There is a
sound basis

Albert H. Deuble

. expectations.
Earnings for 1951 are estimated at
$20 a share before funds and
about $17 after funds ($12.49 in

1950). The EPT exemption is ex-.

cellent and amounts to about $18.
Today the rapidly growing_Den'—"

the February

for these early .

This Week’s
Forum Participants and
Their Selections

American Enka Corp.-— (Correc-
tion)—Glenn E. Anderson, Ex-
ecutive Vice-President, Kirch-
ofer & Arnold Associates, Ra-
leigh, N, C. (Page 2),

Bank of America N. T. & S. A.—
H. Theodore Birr, Jr., President,
Tiret Cplifarnia Cemngny, San
Francisco, Calif. (Page 2)

Denver and Rio Grande Western
Railway Company — Albert H.
Nashla Dapt-pr Onpenheimer
& Co., New York City. (Page 2)

ver and Rio Grande is one of the
most efficient lines in the whole
country. It is a heavy freight car-
rier with a full share in the highly
profitable transcontinental freight
business. The road is a strategic
link in the increasingly important
route between San Francisco and
Chicago. Great benefits are de-
rived from the industrialization of
the Provo-Salt Lake City area
and - the development of the
Geneva steel mills. Bridge-line
business is of major importance,
accounting for 32% of total ton-
nage. Originations run  around
49%. Unprofitable passenger busi-
ness is unimportant (only 5% of
gross revenues). The revenues of
DRG could. be permanently in-
creased (about $3 million yearly)
if the ICC upholds: an examiner’s
recommendation - on the Ogden
gateway rate dispute with the
Union Pacific.

The Denver goes ‘“through the
Rockies, not around them,” ex-
tending 600 miles across the
Wasatch and Rocky Ranges be-
tween Denver and Salt Lake-City.
The road is, considered by many
travelers the most scenic in the
West and its “California Zephyr”
has become ‘one of the most popu-
lar and profitable transcontinental
trains since its inauguration in
1949.

The Denver reorganization, con-
summated in 1947, was one of the
most drastic. The resulting capi-
talization is very simple: Equip-
ment obligations, $21.6 million;
fixed interest debt, $43.7 million;
income bonds, $27.6 million; 5%
‘" preferred certificates ($100 par),
325,313 shares; and only 351,677
common shares. i

The small common issue is

highly leveraged and the present
and prospective earning power is
very high. Based upon 1951 re-
sults, the shares are selling about,
four times earnings (present price
about $71). The 5% preferred
shares, “selling around $80, are
convertible into 1 share of com-
‘mon. They also represent excel-
lent value. Dividends on this issue
are paid annually in March. The
great speculative play should be,
however, in the common shares
“which are actively traded on the
New York Stock Exchange.

'B‘usi'ness Man’s
- Bookshelf

Bituminous Coal Annual (1951)
—Compendium on the industry—
Bituminous Coal Institute, South-
ern Building, Washington 5, D. C.
—Paper.

History and Policies of the
Home Owners’ Loan Corporation
—C.. Lowell Harriss — National
Bureau of Economic Research,
1819 Broadway, New York 23,
N. Y.—Cloth—$3. =

Monetary Policy to Combat In-

flation—A statement Ly the Con-
ference of University Economists

called by the National Planning |

Association — National Planning
Association, 800 21st Street, N, W.,
Washington, D. C.—Faper—15c.
Underemployment in Agricul-
ture—A problem in economic de-
velopment—Arthur Moore—Na-
tional - Planning - Association, 800
21st Street, N. W., Washington 6,
“D.-C.—Paper—T75¢c. .
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Overpriced Commodities,

The Stock Market and Business

By RICHARD D. DONCHIAN

Investment Adviser; President, Futures, Inc.

Asserting, despite support lent by high gear defense effort and
long-term trend toward currency depreciation, today’s situation -
is vulnerable, investment adviser calls attention to rise in inven-
tories since Korea. Contends rising commodity prices generally
limit rise in stocks, while economic maladjustments present .
today lead to vicious devastating price declines. .Warns of com- |
ing slump, when supporting props and cushions are exhausted. . ;.-

Every . person” in the ‘United
States—and for' that 'matter:in the
- entire world—is ‘vitally interested
in - commodities. and ‘what “they
f . cost.  Of the
155,000,000
people in the
counfry a‘re-
‘cent survéy of
consumer
finances
..conducted’ by
“.the Federal
Reserve Board
showed that
only about 7%
of the spend-
ing units, con-
“taining , 11,-
000,000 people,
own stocks of
one sort or

b another; 39%
or 60,000,000 own  government
bonds; and 54% or 84,000,000 own
insurance policies. ‘In comparison,
absolutely everbody owns and
buys commodities.. Commodity
prices enter into every meal we
eat, every garment of clothing we
wear, every article we buy or use.
Commodity prices determine basic
living costs so that every time
commodities go up or down, it
means something—in higher or
lower living costs—to each and
every one of us.

Labor unions are keenly aware
of the importance of commodity
prices and living costs to their
members. As-a result, cost of
living wage increases have been
written into an increasing num-
ber of employer-employee con-
tracts. The contract between
General Motors and the United
Auto Workers ‘a few years ago
was ' the first example, and re-
cently it has been the policy of the
Wage Stabilization Board to favor
cost of living escalator contracts.
Some of these contracts, however,
grant automatic wage increases at
periodic intervals when the cost
of living index rises, but place a
definite floor below. which down-
ward wage readjustments cannot
‘take place when the cost of living
declines. The strong bargaining
position of labor unions. today in
the matter of wage increases, pen-
sion plans and other employee
welfare benefits have given busi-
ness a high fixed-labor over-
head which may make it ex-
tremely difficult for companies to
maintain  earnings when living
costs decline.

. In the past few years, commod-
ity prices, as measured by the
U. S. Bureau of Labor Statistics
Index of Wholesale Prices (1926=
100), have climbed: from 77 in
1939 to over 180, reaching rarefied
heights above 150 for the fifth
time in American financial -his-

Richard D. Donchian

tory—after the Revoluntary_War, -

after the War of 1812, after the.
Civil War, after World :War I} and

now. Recently, from the.extreme -
high point of -183.9" recorded on". ..

: Thé’ _In’y'estment} Situation—W. Carro}l Mead

March. 20,. 1950, the price :index, -
aisregarding: widespread. “talk

about inflation;: fell back to :178.4
on Aug. 21 of last. year and has. -

recovered in.‘a slow-and.feeble

tashion to a recent high of,17'{’.7:",' i

. History :fells us.how ‘thousands

of people lost money, ' how ‘big-
important business concérns went -
broke and how 'people’ suffered .

untold - financial - hardships “by
buying and holding land and other
commodities at the peak in post-
Revolutionary War -days, ~ and.
again, in 1814-1818, in 1868-1880,
and in 1920-1922. Dun & Brad-
street Co. has an interesting book-
let entitled “Peaks and Valleys in
Wholesale Prices and Business
Failures,” by Roy A. Foulke,
Vice-President, showing business
failures andliabilities in some of
the past' postwar business panic
years,

It is the writer’'s opinion that
despite the support lent to. the
economy by the high gear (but
temporary) defense effort; de-
spite a certain amount of inflation
permanently frozen into the price
level, and despite a very long-
term trend toward currency de-
preciation, today's situation is
vulnerable to a sharp intermedi-
ate (one to two years) correction.
Once again, high commodity
prices, coupled with plentiful sup-
plies of consumer durable and
other merchandise, can lead to a
severe and emphatic decline in
business and in the stock market,
perhaps worse than anything
which has taken place since the
debacle of 1929-1932.

Is the Current Inflation Real or
Phoney?

Let’s examine the present-day
much-touted inflation critically.
What part of it is founded on
inflationary fact? ~How much of
it is overdone and founded on
nothing more - solid- than psycho-
logical “thin air”?

Webster defines inflation as
“Expansion or extension beyond
natural proper limits, or so as to
éxceed normal .or just value—
specifically, over-issue of the cur-
rency, or the state resulting there-
from.”

High prices, per se, are not in-
flation. They are simply the
outward symptoms or manifesta-
tions of inflation. y

High prices brought about by
real inflation can occur (1) by an
increase in the supply of money,

< Continued on page 28
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For Sportsmen Only

By IRA U,

COBLEIGH

Author of “Expanding Your Income”

Outlining a group of basement-priced shares that might gain
upward velocity from causes other than general market
exuberance.

Classical economists in their
but sometimes endless
books, make a sharp distinction
between investment and specula-
tion. Prepare
yourself to
follow them
today! Bid
farewell to
prudent re~
spect for safe-
ty qf princi-
pal. Seek ye
not-here,
shares with a
long solid rec-
~ord of divi-
dend payment;
nor issues tra-
ditionally
found in in-
vestment trust
portfolios. Today's article is dedi-
cated to those who, in the late
‘twenties, were frequently called
“speculators- for the rise”; and
there usually was a rise. Either
the stocks would rise, or, if they
sank, blood pressures would rise!

Whereas, particularly with the
emphasis on security perceptible
in the last 15 years, there are
probably 10 investors for safety
and income for every starry eyed
speculator, recent heavy hitches
in income tax levels have
prompted a wide resurgence of
interest in capital gains, with their

Ira U. Cobleigh

26% tax limit, To glean king-size *

market gains often requires the
assumption of some pretty sport-
ing risks,

Thus, having now assured you
of entry into a poker game, with
plungers or better to open, I
propose to wrap up a romantic
speculative package for you with
a $5 limit—four issues which, I'm
quite sure, have never . hefore
been played back to back,

The first of these is United Ci-
gar-Whelan Stores Corp. 2,307,308
common shares are listed on the

Stock Exchange,” .where small’

slices of ownership change hands
at considerable velocity between
ten and three daily.

United Cigar succeeded, by re-
organization, the old United Cigar
Stores of America in 1937, By
sloughing off unprofitable units,

-and  streamlining sales outlets,

United now operates about 195
drug stores, 69 cigar stores and
roughly 1,000 agencies. This type

Interest Exempt from present
Federal Income Taxes

We Own & Offer Subject

$250,000
. City of :
- Philadelphia, Pa.
2%, Bonds
Due January 1, 1991 & 1992

Price to yield 2.359,

‘Ernste Co,

'‘New York Stock Exchange, New York
i Jurb Exchange and other leading
Security and Commodity _Exchungeg._

-120 Broadway, New York 5, N. Y..)

* 231 So. LaSalle St., Chicago 4, L.
Private Wires to Principal Cities

of retail business is fiercely com-
petitive, and earnings on common,
for the past decade, have been un-
impressive, to say the least. The
best year was 86 cents a share in
1946. Also, company has never
loused up stockholders’ tax brack-
ets by the declaration of common
dividends!

New elements, however, suggest
that UCW may now be ready for
a favorable turn. A Mr. Charles
Greene, together with a new fi~
nancial group, some weeks ago
secured working control of United
Cigar' and suggested a new list
of names for the Board of Direc-
tors. This new ownership echelon
may create reasonable profitabil-
iy for United by further reduc-
tion of cigar stores and hopping
up the efficiency of drug ana va-
riety units. So, by building some
hopes around a new direction top-
side, and observing that UCW now
sells around 37% against 17 in
1946, it is by no means absurd
to suggest that United Cigar com-
mon, in the current favorable
market climate, might gain alti-
tude,

Surely no speculative program
today would be complete without
at least one selection from the
fabulous Canadian oil fields. Ad-
hering to the low price program
set .forth above, please be pre-
pared to consider now an item
selling at $2.90 on the Toronto
Exchange known as Security
Freehold Petroleums, Ltd. For
some reason all Canadian oils
favor a hoat load of outstanding
shares. Instead of selling 100,000
common at, say, $10 per share,
they much prefer to sell 2 million
at 50 cents. In consonance with
this fashion, there are outstanding
l1‘,9100,000 shares of Security Free-

old. 4

Well' what about -this'" meekly
Jbriced entry-into the- Alberta oil
adventure? First of all, Security
owns in perpetuity the rights to
minerals lurking - under 95,339
acres in Alberta, located’ in the
same general zone, north and
south of Calgary, as the land of
better known - Calgary and Ed-
monton. Company policy is to
permit exploration and develop-
ment by granting leases, or lease
options, to responsible oil com-
panies.: The lease, as. a rule, will
run for ten years with royalty
from Y% to 15% of  gas and oil
production, ‘The lessor can’t just
sit around and wait to see what
the boys nearby are bringing up—
he has to start drilling at once,
and pays all the taxes while he’s
on the lease. As of June 30, 1951,
Security had granted options on
35,374 of its acres. Royalty in-
terests in five oil wells and nine
naphtha wells in the Turner Val-
ley have been Security’s most
productive earning assets.

Important gas reserves have
been located in this company’s
geographic area — reserves that
can be converted into cash just as
soon as permits for exporting gas
from Alberta can be arranged,
probably by next July first. In
addition to rights owned, Security
also has leases and reservations
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on some 142,000 acres of likely
land in Manitoba and Saskatche-
wan.

Unlike a lot of West Canada
companies this outfit depends on
something more than a drill and a
prayer. It has productive royalties
right now, mentioned above, ex-
tensive perpetual rights in Al-
berta, plus a lot of “iffy” land
leases in two other provinces.
With current assets of $1,300,000
it should be able to stay in busi-
ness, and perhaps convert high
hopes into plushy bank balances.
Here's a chance for “Security”
and sportsmen to go hand in hand,

Switching from oil to gold, get a
load of Frobisher Limited. This
isn’t a mine—it’s a series of them;
copper in Africa, silver and lead
in Greece, but most important,
gold in Canada, Venezuela, and
Southern Rhodesia, 4,478,956
shares of common quoted in To-
ronto at around $5 represent the
capitalization of this broad spread
romantic mineral enterprise.

As of February, 1951, Frobisher
owned shares in extraction com-
panies as shown in accompanying
table. .

Of these Connemara recovered
some 23,000 ounces of gold in 1951
and has interesting development
possibilities for the long term fu-
ture. Giant Yellowknife (29%
owned) has proven ore reserves
of over 3% million tons—20 years
supply at 1951 operating levels.

For six months ended Feb, 28, 1951
net was $1,200,000 before write- !

offs; and plans for much larger
milling capacity mean bigger
earnings later on. United Keno is
a fine producer with expanding
net. Get the latest annual report
of I'robisher, and you will be im-
pressed by the extent of holdings
and the horizons for increased
earnings. Just the shares in port-
folio, of publicly dealt-in com-
panies, have a market value today
of roughly $7 a share of Fro-
bisher. ‘

Should the world price of gold
break sharply upward, away from
the U. S. official price of $35 an
ounce, gold stocks in general, and
Frobisher in particular, could
romp. Gold is eternally and uni-
versally in demand and if you
like a golden gamble, this might
be it. ) : i
The fourth speculation on my
list is Atlantic Coast Fisheries,
No dividends have been paid since
April 17,1944 on the 463,872 com-
mon shares listed on the Curb and
currently quoted at about 23,
Further, earnings have not been
more than a few cents a share for
the last couple of years; But, as
you know, often.the best time
for speculative purchase is when
an industry or a company looks
feeble; and there is some evidence
that ATL is now turning the cor-
ner,

Atlantic Coast Fisheries proc-
esses and distributes fresh, frozen,
canned,  and deep fried, fish in
owned plants in Boston and Prov-
incetown, ‘Mass., and a leased
plant in Glace Bay, Nova Scotia,
Currently the company is expand-
ing its hotel and restaurant sales,
and has confidence in the profit-
able promotion of its one pound
formed frozen fish package, and
new pre-cooked lines. The ex-
panded ' national consumption of
fish, ‘prompted by meat rationing
during the war, and high meat
prices currently. suggests that if
ATL works out its new packaged
products effectively, this common
stock might’ start swimming up-

" ‘Frobisher’s Extraction Company Holdings

Akaitcho Yellowknife Gold Mines Ltd,
Kilembe Copper Limited (Uganda)..._.

% +..Connemara Mines (Southern, Rhodesia)
. .Giant Yellowknife Gold Mines Limited

*““Guayana Mines Lirhited

v { Mediterranean Mineg Incorporate

New Calumet Mines Limited
St. E

Lugene Mining‘Corporation Limited
United Keno Hill Mines Limited

Percentage
Interest at
Feb. 1, 1951

37.83%
63.03.
100.00
29.12
", 28.57.
49.38
28.76
34.76
33.75

Shares Held

Feb. 1, 1951

1,235,230

1,205,056
&

1,164,936
1,428687
1,728,185
1,006,639
--'839,184
- 833539

d-

. *Not l.ncornorated—opemted'ns"a: division of {he company,

ward. = Capitalization is simple—
with ‘only $515550 41%% bonds
due 1958 ahead of common (each
$1,000 bond
280.9 shares of common).

Other Candidates

If the foregoing four seem too
incomplete a selection of Lilipu~
tian shares, then I suggest that, as
homework, you look up National
Petroleum around 315, Benguet
Consolidated at 1%, Zonite Prod-
ucts, and Silex, .

is convertible into .

Here then has been bundled to-
gether a rare speculative package.
Egad what diversity! — A drug
chaini™an oil, a gold and a fish.
Plenty of risk, but plenty of room
for a splashy gain as well. Get
the complete current facts from
your broker before you make a
move. Then, if you buckle your
safety belt for a bumpy ride, you
may with luck, glean gains, You
might even be glad you took: long
risks, clearly labeled at .the out-
set—for sportsmen only.

- OQur Roads

By ROGER W. BABSON

Claiming “overloaded trucks are ruining our roads faster than

we can build them, Mr.

Babson contends truckers should pay

fair share of building and- maintaining the roadbeds they use.

Condemns paying tolls

“on top of a tax,” and trucks that are

overloaded and driven recklessly,

There are nearly 49,000,000 reg-
istered vehicles on our . roads.
Better than 8,000,000—or about
one-sixth—are trucks. Spot
cuecks in
some states
reveal that
about 10% are
overloaded.
And overload-
ed trucks are
ruining our
roads faster
than we can
build them.,

The most
significant
evidence yet
gathered to
substantiate
this fact comes
from the tests
: sponsored by
the Inter-Regional Council on
Transportation and made on a
mile stretch of two-lane concrete

Roger WV Babson

highway in Maryland; Various

test loads of 22,400 and 44,800
pounds were run. The 22,400 loads
damaged 28% of the concrete sec-
tions, while the 44,800-pound loads
damaged 96% of the . concrete
slabs! If this first fairly compre-
hensive test gives insight into
what future tests will reveal,.then
it becomes clear that truckers are
not bearing their share of the
burden in maintaining our roads.

I should like to see a similar
test made of pleasure vehicles to
see how fast they pound our roads
to pieces. Should the evidence
collected build a case against the
trucker, then he should be taxed
in proportion to the rate he wears
out the roads. Further, since some
truckers will overload = until
caught, on the basis that “only the
big loads are pay loads,” then a
careful ‘check system will need to
be established.

Taxes vs, Tolls

I cannot deny-the fact that- it
is a pleasure to drive the 327
miles from Pittsburgh to Phila-
delphia on a super highway. Yet
I resent, in principle, the idea of
having to pay a toli on top of a
tax. With tolls' currently averag-
ing from 1 to 1% cents a mile,
this is simply adding an additional
tax of 15 to 20-cents a gallon, I
wonder how many motorists ever
stopped to consider the problem
in this fashion. What would be
your reaction should the current
price of gasoline at your favorite
pump be hiked from 28 cents to
45 cents per gallon?

Apparently with our roads be-
ing pounded to pieces at a fast
clip, present funds are wholly in-
adequate both- to maintain old
roads and build modern express
ways. Added to this is the fact
that to insure a fair degree of

. financial success a toll road must

have some kind of dangerous

;monopoly. PresSure might be

brought. by bondholders to- dis-
courage modernization of parallel
routes. Is this principle of high~-
‘way monopoly in the public in-
terest? -

Railroads and Trucks

The truck companies make a
profit on their business just as
the railroads make a profit on
the freight they carry. Railroads,
however, build and maintain their
private roads. Truck companies,
on the other hand, have the use
of the highways which ‘all of us
build and maintain.

- I'm not suggesting the truckers
build their own roads. I .am,
however, suggesting they carry
their fair share of building and
maintaining the roadbed they use.
Perhaps a per-mile rate multiplied
by tonnage might be an equitable
basis? ‘I know that a proposition
of this sort will not appeal to the
truckers. But, I ask you, isn’t it
so often the abuse . of privilege
by a few which brings about reg-
ulation of all?

Advice to Truck Drivers

Many have noticed of late the
increasing carelessness with which
truckers drive. Almost ‘any _day,
between Boston and Hartford, for
example, they roll along racing
each other, two abreast, so that
the average motorist has to fight
for his place on the road. More
than:once lately I've been scared
out of my wits. by trucks failing
to stop at red lights simply be-
cause they ‘were rolling so fast
they couldn’t stop! We used to
look upon ‘truck drivers as -the
most courteous.on the road. If
overloading and recklessness con-
tinue, the. whole industry will
suffer. :

Truckers ought to try to regu-
late themselves before the state
and Federal governments step in!
In fact, municipal governments
may soon rule that truckers can
use downtown streets only after
6:00 p.m. Elinmiinating trucks from

‘congested areas will be the next

step in solving the wretched traf-
fie conditions of today.

[The Editor of the “Chronicle”

‘would - appreciate Teceiving com-

ments on the views expressed
above by Mr. Babson. Letters
should be addressed to Editor,
“The Commercial & Financial
Chronicle,” 25 Park Place, New
York 7, N. Y.] .
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Observations . . .
= By A. WILFRED MAY =
The Investor’s Take-Home Pay

In direct contrast to the voluble stressing of his reduced take-
home pay-figure these days by the wage-earner, organized and

‘- unorganized, as well as by the company executive in reporting to

the shareholders; the investor too often-wishfully neglects to cal-
culate the actual impaet of taxation on. his )
dividend “take home.” Irrespective of whether
the present Congress will hold the line on tax
hikes, or whether the long-term future has in
store secularly higher levies, the actual effects
‘of present imposts must be faced with realism
by the individual investor. ’

~ The inexorable deduction from gross in-
come- receipts taken' by Uncle 'Sam “has defi-
nite calculable effects on the individual’s'in-
vesting policy, as well as ever more important
implications for the security markets and the

- financial world in general.

Realism About Yield

On the premise that investing, including
value-judgment, under any approach or tech-
nique; is predicated on income, calculation of
the market yield of corporate distributions in
a form not reaching our pocketbook, assuredly is fictional.

Assuming that 75% of the average investor’s income comes
from salary and 25% secondarily and discretionarily from secu-
rities, following are the percentages taken in tax from the segment

of his gross receipts from stocks and bonds, according to the 1952
Revenue Act: ) p :

i A

_A. Wilfred Ma,

Joint Net Income After
Deductions and Exemptions
(Married Man w. 2 Children)

Percentage of
Top 25% Segment of
Income Taken by Tax

Omitting to take into full account this tax charge is to make a
mere beautiful illusion of the market yields on equities. Real-
istically calculating the Federal (excluding State) tax-take, trans-
lates gross yields into actual income return as follows:

! . On Standard Statistics 90-Stock Average

Current. gross market yield—5.89,

Total-Income lis “Take-Ilome”

Recipient of :
$100,000
75,000
50,000

On thg stocks comprising the Dow-Jones. Industrial Average
the yields would he reduced by.0.25% on both calculations.
The comparative returns on bonds follow:

Ori'Dow-Jones Average of 40 B&nds
o s . -Current.gross market yield—3.57%
. Total-Ineome- ... . . ... . i - ) ;
Reciplentof: =~ : : 28 g
-$100,000°
75,000 - 2
50,0000
25,000

: -in.‘the" follow-
ing: table, shoyving{the:gross“market yield:which' is ‘needed: from
commort stocks to-secure the:same yield ‘aftér taxes; that is avail-

“able from' tax-exempt bonds such as the just-issued Federal

Housing “Authority - Government-guaranteed - tax’ exempt bonds—
tll_e,;pupog vield being 2.20%: . . . § B s

Com, Stk. Yield Requlr,
to Return Equiv,
of 2.20% Tax-Exempt

8.1%
6.6
59
3.8
3.1
- This tax-exempt situation carries implications far transcend-
ing conclusions concerning the stock market levels or its future.
It affects the: quantitative valuation of issues; vitally accentuates

Total-Income
Recipient of

'Take-Home" Return- '

Salesmen W:mted

Long established publishing house with good following
has an-opening for a salesman in both New. York. and
Chicago- territoriés.. Knowledge: of securities’ business' oi
acquaintanceship among dealer-broker firms helpful,

Positions entail some traveling with expenses 'pabi'd. Salary
and Commission. ‘Good future for right man, State age
and full particulars in confidence. Box S 124 Commercial
and F!nanclgl C!ironicle, 25 Park Place, New York 7, N, Y,

pitized for FRASER
p://fras

er.stlouisfed.org/
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the economic and market impor-
tance of the mutual fund move-
ment as a distributor of equities
to the lower income, less tax-
burdened individuals in the com-
munity; and increases the pressure
on the higher-income recipients
to transform their quest away
from recurring income to capital-
gain operations.

Correction

In the “Financial Chronicle” of
Jan. 17 it was reported that David
Rosenberg, formerly of Naess &
Cummings, on Feb. 1 would be ad-
mitted to partnership in Cohen,

" Simonson & Co., members of the

New York Stock Exchange. We
have since been informed that the

- .David Resenberg who is-becom-
. ing a partner in Cohen, Simonson

Co., 'was -not formerly with
Naess &. Cummings. The David
Rosenberg, who . joined - Naess. &
Cummings in 1943, became a part-
ner in the successor firm, Naess,
Thomas & Thielbar on Dec. 1, 1951.

NASD District No. 11
Elects Officers

WASHINGTON, D. C. — The
members -of District No. 11 of the
National Association of Securities
Dealers, Inc., recently elected:

Harvey B.
Gram, Jr,
Johnston,
Lemon & Co.,
Washington,
D. C, and J.
Read Branch,
Branch &
Company,
Richmond,Va.,
to the District
Committee,
representing
the securities
industry in
this area for
aterm of
three years to
fill the vacan-
cies created by the expiration of
the terms of: :

G. Fenton Cramer, Ferris &
Company, Washington, D. C. and
John C. Hagan, .Jr., Mason-
Hagan, Inc., Richmond, Va.

E eIt e A5

Edw. J. Armstrong

At a meeting of this Committee

held Jan. 22, the following offi-
cers were elected:

Chairman: - Edward’ J.. Arm-
strong, Stein Bros. & Boyce, Balti-
more, Maryland.. - . -

. Vice-Chairman: “Charles P.

Lukens, Jr.,» Robinson & Lukens;
- ‘Washington- 5, D. C.} : f! ?

g A RE V)

‘ Mr. Armstrong’ takés office . as.
Chairman ‘succeeding. G. 'Fenton

Cramer. L. Victor Seested, Wash-"
ington, D. C., was ‘élected Secre--*

tary ‘of: the Commiittee. A
‘District No.. 11 .comprises the
District of Columbia, - and the
states.. of : Maryland, Virginia,
West Virginia and North Carolina,
The members of this District
are represented on the Board of
Governors of this Association by
Harold C. Patterson, Auchincloss,
II)’ar(l:(er & Redpath, Washington,

Manufacturers Trust

Announces Promotions

Horace C. Flanigan, President
of Manufacturers Trust Company,
has announced that Carl Oelkers
and John G. Beutel, both of the
Securities Department, have been
named Assistant Secretaries.

Mr. Oelkers, a native of Chi-
cago, has been with Manufacturers
Trust Company since 1928.. 5

Mr.  Beutel, a native of Spring
Valley, N. Y., joined. the bank
in '1935. ’

Joins Hornblower Weeks'
(Special to THE FINANCIAL CHRONICLE)
~ CLEVELAND, Ohio—Edward J.
Polak is now affiliated with
Hornblower & Weeks,
Commerce Building.
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Steel Production
Electric Output
Carloadings
Retail Trade
Commodity Price Index
Food Price Index
Auto Production
Business Failures

The

-
~ State of Trade
J

k and Industry
Al ]
Nation-wide industrial-effort last week again resulted in a

moderately higher level of output'than that of a year ago. Fur-
ther, it was close to 10% below the all-time high record set during
World War II.

The' nation’s employment situation in the latest week revealed
that initial claims for unemployment insurance benefits rose 21%
and were 20% higher than the like period of 1951. Continued
claims rose 1% above the level of a year earlier. ‘

A current report' from  the: United . States Department of
Labor’s’ “Bureau- of - Employment. ‘Security,” discloses that idle
labor pools have shown a substantial rise in 16 areas of the coun-
try in the past- two months. .

The main reasons for this‘upward-trend were mate_rials short-
ages, slow consumer demand for some products and tighter pro-
duction controls. 3 3

Michigan received the main impact, according to the “Bureau,” -
with three cities, Detroit, Grand Rapids and Flint, listed among
the 16 areas. In only two of 174'areas were labor supplies classi-
fied as tighter in January than in November. These were Orlando,
Fla., and Peoria, Ill. ‘

On Monday of this week it was reported by the United States
Department of Commerce Bureau of Business Economics that the
national income. rose $3,500,000,000 in the third quarter of 1951
to an annual rate of $278,000,000,000. The boost, the “Bureau”
pointed out was largely due to increasing government and de-
fense payrolls. The study noted that corporation profits for the
third quarter, after taxes, were at an annual rate of $16,000,000,~
000, compared with a rate of $18,500,000,000 in the second quarter.

In the steel industry this ‘week; surging steel production and
restrictions ‘'on use are narrowing the gap between supply and
demand, according to “The Iron Age,” national metalworking -
weekly, in its latest summary of the steel trade. No longer are
all products almost uniformly tight. Recently there has been a
marked easing in several items, a few of which are now in easy
supply.

Purchasing agents are admittedly buying more cautiously, this
trade authority notes. But their consensus seems to be that overall
supply is not yet close to demand. That goal is still at least several
months beyond attainment, possibly longer, it adds.

But the chances are the government will soon be able to make
a show of good faith on its promise to relax controls, product by
product, as soon as-feasible.- A decision is expected to be reached
this week on whether to lift controls on these products completely,
or just relax them. In-either event restrictions will be eased,
though it may be three weeks or so-before action is announced.
This decision will be based on market factors which have been

_evident for some time, “The Iron Age” observes,

Mills are advising consumers to switch from nickel grades to
chrome stainless wherever possible; Some have done so with sat-
istactory results; others are still ‘considering the change. The
outlook for nickel is dim for all except very high priority uses,
since mill allotments have been getting smaller.

Carbon tool steel is'in- good”supply at warehouse level. On

the other side-of the ledger are a group of heavy-weight products

which show no signs of easing. Platé démand is getting even more
voracious. Even:larger quantities of this product will have to be
turned out on’strip mills, All bars, excepting tool steel bars, are
in tight supply. In structurals the gap between stated needs and
supply -has been narrowed. ‘But it*is still wide enough~to keep
strong pressure on the mills for at least the next several months,
this trade weekly ‘points out.

"The alloy picture is confused”and- orders for military use,
while large; have fallen ‘far short' of ‘expectations. Yet other users
have been cut back resulting in open-space on mill books. Engin-

Continued on page 37
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