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EDITORIAL

As We See It

Two items in the: past week’s budget of news
are receiving far less attention than they deserve.
They deserve more attention from the rank and
file because they reveal a basic attitude of the

politically minded elements in the population
which is contributing greatly to our undoing.
One of these items is the action of the Wage
Stabilization Board in giving free rein to those

who would demand and those who -would grant

employee pension programs. Thus promises to
pay employees in the future are not to be re-
garded as wages or other form of remuneration
so far as current controls are concerned.

The other item is the broadside issued by the
staffs of two Congressional Committees against
the effort to limit income tax levies to 25% of
income.. A movement has been under  way- for
a number of years to call'a Constitutional Conven-
tion to amend the basic law of the land to some
such-effect. At one time or another, so-it is're-

ported, some twenty-eight of ‘the: states ‘have -
taken action favorable to the proposal—although -

it is not clear from available information‘how
many.such enactments are now in force. At any
~rate; the program has now reached a stage where
it is apparently taken more or less serlously by
 the politicians in Washington.

We should: hesitate to undertake an estlmate»

of the immediate dollar and cents effect- of: the
pension ‘action of the Wage Stabilization Board.
What interests us at.the moment is the general
philosophy which seems to us to lie implicit in
this general ruling. That philosophy, which crops
up contmuously in the public affairs of this coun-
try, is essentially the notion that future commit-

Continued on page 34
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What Price, Controls?

: By IRVING S. OLDS*
Chairman of the Board of Directors,
United States Steel Corporation -

Referring to new wage demands of steel workers as
“astronomical” and inflationary, Mr. Olds scores current
system of price controls, and maintains controls cannot
stop inflation, “the sternest of realities now facing us.”
Cites historical examples of failure of price controls, and
says government deficit spending is real cause of inflation

It wag \Just a hundred years 'ago—in 1852—that the
first pig iron ever produced west of the Missouri River
was successfully.cast at Cedar City, Utah, The feat was
accomphshed by a little party .of Mormons who were

sent out by Brigham Young to ex-

plore - their newly-settled homeland,
and . who_ discovered the great iron
ore deposits which lie in the south-
ern part of this State.

The crude: blast furnace which
they. built made .iron-... ."and it'made
history, but u‘nhappily,,it failed . to

. make a profit; and so, in time—when
-the little community could no longer
afford-to’ subsidize-its noble venture
—the furnace was blown out and the
. enterprise, died... But the.hope" and
.. the faith ‘and. the vision which  in-
., spired those pioneers has never died.
* Their ‘dream_of -a great industrial
future for, Utah lived on, and we
of Umted States_Steel- are -tremen-
dously, proud’ of the part we have
been pnvxleged to play in' maKing' that”dream. a reality.

‘ Today—a hundred years later—Utah has within its
borders' the largest integrated steel- plant in the entire
West, and that plant .is still'growing in- size -and impor-
tance, An open hearth with an annual capacity of 180,-
000 tons of steel has just gone into operation here, and
facilities for hot-rolled sheets will go into operation with-
in the next few-months.  Thus-the iron ore which those

Continued on page 38

*An address by Mr Olds at’ ‘the 50th Anmversary Dinner . of

the Salt Lake City Chamber of Commerce, Salt Lake City, Utah,
Feb. 21, 1952, i

irvlnx S Oldn

appear on pages 25 to 32, inclusive,

The Coy Maiden?

Flood of protest greets SEC proposal to tax securities
industry. Congress and Commission inundated with reso-
lutions and communications in opposition. Remedies
outlined. Resume of opposing reasons. SEC interpreta-
tion of Title V at variance with views of others.

Pardon our pride, but we were the first to
blast the Securities and Exchange Commission
for its threatened attempt via its release of
Jan. 31, 1952, to tax the securities industry under
the gu1se of 1mplement1ng Title V of the Inde-
pendent Offices Appropriation Act of 1952.

Largely as a result of our alerting the industry
to the attendant danger, the members of Congress
and the SEC have been inundated by a veritable
flood of angry and indignant protests.

The searchlight of publicity which apparently
was turned off when the “slip-in” provisions of
Title V were put through, has been inexorably
focused on the attempt by the SEC to “imple-
ment” those provisions, and the Commission finds
itself on the defensive crying that the taxes it
seeks to impose are not of its choosing but are
being attempted in response to a Congressional

“mandate. To the sincerity of this clalm we w111 :

advert hereafter.

It ‘has been most gratifying to observe the
almost unanimity with which newspapers, maga-
zines, financial columnists, security organizations,
exchanges and dealers and brokers generally have
taken up the cudgels in opposing this latest
Frankenstein of -the Commission. If that oppe-

sitioh is centralized and properly directed this
unholy effort must miscarry.

The tide of protest becomes more mountainous
as the realization dawns that alt Federal agencies
—the Interstate Commerce Commission, the Fed-

Continued on page 44
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The Security I Like Best
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HAROLD BARCLAY:

Partuer, Barclay Investment Co.,
Chicago 3, Lllinois .

Seismograph Service Corporation

There are such a large number
of investment opportunities today
that it is very hard to pinpoint
the one I like best, but I have
chosen for this
topic, Seismo-
graph Serv-
ice Corpora-
tion. It is
especially im-
portant. now
to seek. out
companies -
thatenjoy
some tax ad-
vantage and as
Seismograph’s
operations are
not confined
to the United
States, its in-
come from
foreign coun- '
tries (about 50% ) is not subJect to
excess-profits tax. Moreover its
customers—in the United States
—benefit from the 27% % deple-
tion allowance permitted natural
resource companies.

Seismograph’s operations are
world-wide and their business is
to help big oil companies ‘and
others discover oil by use of the
Seismic method and the Lorac
system. In oil exploration the
Seismograph crews create man-
made earthquakes by setting off
Resulting
waves are reflected at various
points underneath the earth’s sur-
face. Upon reaching the surface,
these waves are picked up by a
detector and recorded by the seis-
mic instruments. Lorac is a new
patented electronic method for
over-water exploration.  With it,
off-shore surveying and drilling
equipment may be accurately lo-
cated at a precise point and it is
possible to operate 100 miles or
more off-shore, compared with
only about 20 miles by other
methods. The - Tidelands title
question may soon ‘be settled.
There has been a long-standing
controversy as to who owns the
tidelands—the States or the Fed-
eral Government. Recently the
Senate Interior Committee placed
this “hot potato” before the Sen-
ate which may result in an early
settlement. Whether or not the
decision is in favor of the States
or the Federal Government the
big oil companies will inaugurate
vast off-shore drilling operations,
once they know who is the “land-
lord.”

At the present time, Seismo-
graph Service Corporatlon and
its subsidiaries have 56 explora-
tion units operating throughout
the world. Twenty-nine of these
are in the United States, nine in
Mexico, eight in Canada, four in
Venezuela and one each in Ni-
geria, Trinidad, Papua, Iraq, the
Trucial Coast and the Kuwait
Neutral Zone. The last six units
mentioned are operated by the
English subsidiary, Scismograph
Service Limited, which is operat-
ing profitably in the Sterling bloc
areas, but its earnings are not
consolidated with the other com-
panies because of the blocked cur-
rency situation. However, a divi-
dend of 12,750 pounds was paid
to the parent Company in Decem-
ber, 1951, and the British Currency
Control Board allowed this divi-
dend pay mnent in United States
currency. After payment -of nor-
mal and surtaxes, something over
$17,000 was left.

This English subsidiary is 85%
owned by the parent Company. It

Harold Barclay

is making excellent progress in

" expanding its operations and im-

proving its financial position. At
the present time it has equipment
for approximately eight  seismic
crews, owes no money except cur-
rent bills and has approximately
100,000 pounds in cash. It is be-
lieved that from now on it should
pay the parent Company a divi-
dend each year of at least 30,000
pounds, or more than twice as
much as the dividend which was
paid in 1951.

Very soon now this subsidiary
will commence operations in
Western Australia. It is set up so
that it pays no English income
taxes and since the countries. in
which it operates have little or
no income tax, the earnings have
been subject to almest no tax. Of
course, when 'the money is taken
into the parent Company as divi-
dends, it is subject to normal and
surtaxes in the United States, but
not excess-profits taxes.

I understand there are only
about five or six companies that
do geophysical research work for
others on a contract basis and, as
far as I know, there is only one
other small company that has any
stock available for public invest-
ment.

Seismograph has strong appeal
as a definite growth  situation
combined with excellent yield—
a hard combination to find. Man-
agement believes that 40% to 45%
of net earnings should be distrib-
uted in dividends. Distributions
in 1951 totaled 65¢ per share com-
pared with .35¢ per share in 1950.
The dividend in December was
20¢, compared with 15¢ for the
September quarter and earnings
—to be reported—for 1951 will
probably show a gain of almost
100% over the 77¢ per share
earned in 1950,

Seismograph Service Corpora-
tion is a confidential consulting
Company and has a gentleman’s
agreement with its clients not to
compete with them in the oil
business, but there is a tract—
restricted area, it is called—of
about 1,000 acres South of Tulsa,
Oklahoma, which the Company
has chosen to be used as an ex-
perimental area. In July, 1951, a
well was brought in on this prop-
erty which, at last ‘reports, was
producing about 150 barrels a day
in the Dutcher Sand. It is a good
well but not impressive and
should not yet be considered im-
portant in an analysis of Seis-
mograph. It is just incidental to
the main business which is dis-
covering oil for others on a con-
tract basis, with ne risk, so, dry
hole or gusher, Seismograph gets
paid just the same. Seismogranh
has been doing this since 1931,
so dry holes are the exceptxon-—
not the rule.

Looking into 1952, we find' that
the demand for seismic. crews in
the United States continues strong;
with - little likelihood of abate-
ment and some further expansion
in Canada is anticipated. How-
ever, the management is much
more interested in recent devel-
opments in Venezuela. There, the
Company has the advantage of
working for American oil com-
panies that pay directly in dollars
and the taxes on Seismograph
Service Corporation of Venezuela
are much less than on the parent
Company. This operation has re-
cently expanded from two-to four
crews in Venezuela and since the
net after taxes was over $100,-
000 in 1951, it is expected that
this figure will be doubled in 1952.

When you invest in any com-
pany, your chance for gain de-
pends not so much on bricks and

4o
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This Week’s
Forum Participants and
Their Selections

. Seismograph Service Corporation

—Harold Barclay, partner, Bar-
clay Investment Co., Chicago,
I11. (Page 2)

Petroleum Heat and Power Co.—
Warren H. Crowell, partner,
Crowell, Weedon & Co., Los
Angeles, Calif, (Page 2)

mortar and other capital assets,
as management. Physical proper-
ties are important, of course, but
the number one ' consideration
should be management and in
Seismograph you benefit from
the brain power and energy of
a man like Gerald H. Westby,
President- of the Company, who
combines a broad knowledge of

‘the business with enthusiasm and

aggressiveness. His many good
qualities permeate the organiza-
tion, which has expanded to a
large force of 56 service crews
(six to ten men each) operatmg
on a world-wide basis.

Summarizing, here is a growth
situatien combined with good cur-
rent income—rare indeed—tops
in management—;a vitally essen-
tial industry, with a degree of tax
shelter. If you want to get into
the geophysical research business
conveniently, without bothersome
details, Seismograph is for you
and the -current admission is
about 11%. There are only 349,-
695 shares of common stock out-
standing with nothing ahead of
it, (funded debt having been re-
tired in 1950) with a conservative
book value -of approximately
$9.00. '

WARREN H. CROWELL

Partner, Crowell, Weedon & Co.,
Los Angeles 14, Calif.

Petroleum Heat and Power Company

““The Securlty 1 Like Best” is
usually a subject of transitory na-
ture. The “likes” of January may
become the “dislikes” of July. To
avoid or min-
imize the fluc-
tuations which
so closely at-
tend the
changing eco-
nomic climate
of a cyclical
industry, we
are still con-
centrating on
companies
possessing
“ground” as-
sets. ' We find
that such is-
sues offer not
only the best
values under
current clrcumstances but also the
least resistance to increase in mar-
ket value.

As matters turned out, I can say
that I had the “pleasure” of sub-
mitting Delhi Oil as my candidate

Warren H. Crowell

~in these columns when that stock

was available  around the  $25
level. My current selection is en-
gaged in practically the same field
— Petroleum Heat and Power
Company.

In this over-the-counter situa-
tion, available at this writing" at
about the $20 price zone, the

buyer acquires a multiple interest
company. The assets and opera-
tions of PETRO include producing
and potentially attractive non-
producing acreage, gas wells and
oil - wells, refineries, industrial
and residential fuel oil burner
manufacturing plants, and fuel oil
sales and delivery facilities.
I understand that at the last
stockholders’ meeting, which was a
Continued on page 23
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LETTERS TO THE EDITOR:

WUMT—Why It Is a Mistake"”

Communications elicited by Dr. Neil Carothers’ article in -
* which he set forth reasons for his belisf that adoption of
Universal Military Training would be a tragic mistake and

militate against, rather than

In an article on the cover
page of the “Chronicle” of
Feb. 21, Dr. Neil Carothers,
Dean Emeritus of the Col-
lege of Business Adminis-
tration, Lehigh University,
characterized the proposed
adoption of Universal Mili-
tary Training as a back-
ward step and one likely to
militate against, rather than
promote the security of the
nation. Dr. Carothers cited
the recent experience of
Germany - and France in
support of his view that
military equipment (bombs,
planes, etc.), not manpower,
is the decisive factor in
winning wars.

Since appearance of the
article, the “Chronicle” has
received a number of let-
ters in connection with the
subject matter. Some of
them are given herewith;
others will appear in subse-
quent issues.—Editor.

DAVID FULMER KEELY
Roxborough, Philadelphia, Pa.
If the most excellent article by

Dr. Neil Carothers in the “Chron-
icle” of Feb. 21, 1952, could be
immediately and widely syndi-
cated to effectually reach the
public, it might prove to be a
potent factor in thwarting an ap-
parent drift to UMT.

" As a father, with three sons who
served in World War II, in the
Army, the Navy and the Air Force,
and also, a fourth son, now in
the Services, I deeply deplore,
with Dr. Carothers, the political
and military blindness evidenced
in this current agitation for UMT.

‘Furthermore, as Treasurer of a
large corporate charity, with sub-
stantial endowment invested in
government issues, I would per-
sonally regard the adoption of
UMT and/or its implementation,
as prospectively, financially dis-
astrous to the U. S. A, and directly
and indirectly destructive or in-
imical to her outstanding obliga-
tions and her worthy institutions.

DAVID POLIN
Newark, N. J.

The conclusions drawn by Dr.*
Carothers. concerning UMT are
truly frightening in view of the
imminence of passage of the pro-
gram,

As a high school teacher, I would
like to bring this article to the
study, discussion, debate and re-'
action of my students. If you have"
any reprints available, I could use
40 of them immediately.

promote the nation’s security.

HON. CLARENCE J. BROWN .

U. 8. Congressman from Ohio

I shall check and if Dr. Car-
other’s article has not been in-
serted in the Congressional Rec-

ord, I shall place it there as an .
extension of my remarks. I think .
all Members of Congress should

have the opportunity of reading it.

HON. MARGARET C. SMITH
U. S. Senator from Maing
I read Doctor Neil Carothers’
article “UMT—Why It Is a Mis-
take,” with a good deal of interest,
In accordance with my  estab-

lished policy,,

I shall' not
commit myself
on the bill un-
til I see its
¢inal form.,
However,
I want to
be completely

honest "with

you. .

I'believe
that UMT is
vital to our
nation’s de-
fense and se-
curity. I think
that it is one
way to build up our Reserve and
that that is the best hope for
eventually cutting the heavy cost
of national defense down to a
point where it doesn’t threaten the
economic security of our coun-
try.

More than. that, I feel that in
the long run UMT will bring more
peace of mind to our young men,
their mothers and fathers, than
the uncertain draft. As it is now,
young men and their parents can’t
plan their lives because they don’t
know when the draft will get
them. Under UMT they could
plan their lives, knowing that at
a certain time they would start
their service and get it over with
and return to their normal lives.

Margaret C. Smith

RICHARD SPITZ, ESQ.
Biddeford, Me.

The views of Dr. Neil Carothers,
as expressed in his “UMT—Why
It Is a Mistake,” are so refreshing
and in such positive refutation of
the contrary views of top colle-
giate leadership, who seem to be
running intellectual insane asy-
lums rather than educational in-
stitutions that put thinking- first,
instead of indoctrination. :

It is interesting to note that
there are more attendants at the
Congressional hearings against
UMT than the number who de-
mand . UMT. Thus, the public
expression is against UMT, but
the politicos refuse to count .the

noses in their ardent desire to

foist UMT, and the Pentagon ig-
nores the counting.
The history of voluntary enlist-
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Stock Market Prospecls

By HARRY D. COMER*

Partner, Paine, Webber, Jackson & Curtis
Members, New York Stock Exchange

New York Stock Market analyst, holding stock values are now
in equilibrium and a neutral view is warranted for a period of
time, contends, however, after a brief period of mild readjust-
ment, bullish forces may again move into high gear. Presents a
balance sheet of favorable and unfavorable factors as they
stand now, and concludes that these factors seem to be about
in even balance, but there are still excellent opportunities to
acquire securities of certain industries as hedge against the
event of war or of further inflation,

At the partners’ meeting in New
York last month I made some gen-
eral comments about the stock
market which I want to repeat

here because
many of you
were not
present at
that time.

I pointed
jout that the
Research De~
partment

" had been ag-
gressively
bullish- for
just about ten
vears, In
fact, it was in
May, 1842,
just before the
merger of

Paine, Webber and Jackson &
Curtis that we adopted a vigor-
ously bullish policy, insisting
week after week that the market
was making a major turn at that
time and that the long-term trend
of stock prices was definitely up-
ward. That such view was correct
is now a matter of history,

Despite all the wamings of
orthodox economists that a big
depression was just around the
corner (their forecasts beginning
as far back as 1945 before the end
of the war) the economy is still
expanding. The American busi-~
ness cycle has refused to conform
to the old pattern of bust follow-
ing boom. ~The boom has lasted
much longer than any other boom
on record. .

. For reasons which I will give

here in some detail, I stated in

*An address by Mr. Comer at the
Paine, Webber, Jackson & Curtis -West-
ern Sales Managers Conference, Chicago,
Illinois, Feb. 22, 1952,

Harry D. Comer
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New York that the forces affect-
ing stock values were about in
equilibrium' and that a neutral
view is warranted toward the
trend of the general market for a
period of time. I said I was
“pulling in my horns.”

I will also try to show why I
believe that after what may prove
to be a brief and mild readjust-
ment, the bullish forces may
again move into high gear.

First, I want to present a bal-
ance sheet of stock market factors
as they stand now.

I. Liabilities Side of the Balance
* Sheet

On the wunfavorable side we
have such entries as these:

(1) Lower earnings.

(2) Age of the boom.

(3) Uptrend of interest rates.

., (4) Lack of speculative interest.
(5) Historical highs in stocks.
Let’s take these up in order,

(1) Lower Earnings of Corpo-
rations: The peak of earnings
after taxes was established in
1950, Last year’s results were
down somewhat, and 1952 will
feel the full pinch of the in-
creased Federal income tax rates
as well as the squeeze of operat-
ing margins between rising wages
and other costs and  relatively
stable selling prices..

We have in effect a “Ceiling”
on corporate earnings. By itself
that fact is defnitely unfavorable
to the stock market. Bull mar-
kets feed on the promise of bet-
ter things to come, For a period
of time the market cannot receive
any real stimulation from rising
earnings.  Here, of course, I'm
speaking in general terms, that is
about the total of all corporations
or the case of the average com-
pany, Naturally, there will be ex-
ceptions in some industries and in
individual companies.

(2) Age of the Boom: I am
placing- this on the liabilities side
of the stock market balance sheet
at this time. The reasoning here
is that the older a boom gets the
nearer it is to an end. I will grant
that . such reasoning- is - sound
although where to draw the line
is extremely difficult. As stated
before, most well-known econo-

mists accepted that reasoning

seven, six, five or four years ago
to their sorrow.

One might argue as'I have done
successfully during this postwar
period that the old rules are out—
that we: are in‘'a new: era—that
the business cycle has been out-
moded " or shelved by the man-
agers of the economy in Washing-
ton.. Maybe there is some truth
in_ this, but for my part I am
willing to admit now that the

. boom is old and that its mere age

is a mark against the stock market,
For this reason I place it on the
liabilities side of the stock market
ledger.

(3) Trend of Interest Rates:
The recent stiffening of interest
rates is another strike against the
stock market. I am enough of an
old-fashioned economist to grant
the validity of placing this factor
among the unfavorable signs in
the outlook for stocks.

The factor would have much
more force in the present instance

-'if interest rates were-really high.

They have been held artificially

wd low for 50 long that we have got-
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ten used to low interest rates. It
will probably be a long time be-
fore interest rates actually get
high enough to be really trouble-
some, But the trend is there and
we must admit it.

Under the old-fashioned science
of business cycles, one of the most
reliable forecasters of the stock
market “was the bond market.
The usual sequence  was .for- the
bond market. to turn ‘down_{that
is, for-interest rates to turn up)
some time - ahead of the. stock

market. ..Sometimes the. lead of
bonds ever . stocks would be only -

a couple of months; in other. cases
it would be as much as a year or
slightly more. k

We now.know. that the all-time
peak in. bond prices occurred.in

the spring of 1946, ‘or just about.

six years ago, - The fact that.the
stock market recently .made a
new high six years later than
bonds isat:least suggestive :evi-
dence that’ the old-time sequence

of bonds forecasting major swings .

in- stocks -is - not working. -‘Per-.
haps - one- eould -make; a-case “for

the opposite. result, under eondi-

tions of ‘inflation like ‘the; present.

The sagging trend of -bonds could’

be partly a source of strength in’
stocks becaise some investors
could be 'switching from ‘bonds {o
stocks in order to combat or
hedge against-inflation. ;
I am inclined to believe tha

there is some merit to.this latter
argument. Yet, for the present I
am of the opinion that the inter-
est. rate uptrend belongs. among
the Unfavorable stock market

-influences and I would leave it on

the liabilities side of the stock
market balance sheet,

(4) Lack of Speculative Inter-
est; For the time being, I rate
this at least as a non-bullish in-
fluence on the stock market.
Much of the buying in recent
years has been confined to the
standard types. of good-quality,
dividend-paying stocks. Tnis de-
mand has been swelled by such
types of buyers as pension funds,
mutual investment companies,
“Prudent Man” investors, insur-
ance companies, etc. Low-priced
and speculative situations have
lagged behind.

Now it should be observed that
no important bull market has
ever topped out under these con-
ditions. Before the market is
ready for a major downswing, it
is customary, if not absolutely
essential, for the speculative stuff
to come to the front and join the
procession in a big way. Unless
we are entering a new era in this
regard,. I think we can -squeeze
out some bullish encouragement
from this prevailing lack of spec~
ulative interest, - Maybe specula-
tive enthusiasm will come, later
on, And if it does, I trust that
we will recognize it as one of the
symptoms of an approaching end
of the big bull market. .

' Meanwhile, that’ is, for the
near term, I :accept this lack of
speculative interest. as at least a
neutral factor if not an outright
bearish influence,.so I will leave
it on the liabilities side.l )

(5)- Historical High in -Stocks:
I place this feature on the minus
side for sentimental reasons. Just
as business booms ‘do not last for-
ever, neither does the stock mar-
ket .tree grow to the sky. At least
s0 goes the argument,

It is true that the average in-
dustrial stock has crossed the 1929
high, which was the previous all-
time ‘peak. That fact is revealed
by the only scientifically .con-
structed set of stock market in-
dexes—those published by “Stand-
ard & Pooi’s Corp.” and now du-

1 As may have been already noted, it
is . difficult to draw a hard and fast line
between bullish and. bearish factors in
the stock market. Most factors contain
elements of both, It is a matter of which
clement is- emphasized at a given time
that determines the direction of its net
effect up or down. That is what makes
the lled ) of - ‘80
slippery. “Now you see it and now you
don’t.” Also, that is what makes stock

market forecasting an art rather than a
science, . 2

plicated on a weekly basis by the
SEC,

The “Standard & Poor's” big
index of 365 industrials stood at
197.7 at the 1929 top. This year’s
high to date was 207.5 or about
5% above the 1929 peak. Last
year's top was 206.7. These fig-
ures are all in relation to the pre-
war average 1935-39 = 100.

The higher anything goes, the
nearer it is to a final top. That is
about the only element of truth
in classifying the high level of
‘stocks as a bearish factor.

“There are several mitigating

.circumstances which tend to mini-

mize any bearishness - stemming
from this feature.- For example,
just consider the inflationary an-
gle. The historical highs of stock
prices disappear when we adjust
them to -allow for- the shrinkage

-in the dollar.. I will have more to

say about this before I am through.
Meanwhile, let’s leave 'this factor
on the liabilities: side.

-These are not.all of the bearish
factors now operating. They are,
however, the most important ones
as I see them. As we: go along
other bearish factors will crop up
even. among . items. which tempo-
rarily.rate as bullish factors. Be-
sides, .there are a-number of very
important  influences “which are
not now subject to positive iden-
tification as to whether they are
bullish or bearish, I will also go
into a couple of these.

II. Asset Side of the Balance Sheet

Now I'd like to talk about some
of the more important favorable
aspects of the present situation.
On the favorable side we have
such entries as these:

(1) High dividends and yields.

(2) High production and full
employmgnt.

(3) Low price-earnings ratio.

(4) Stocks in strong hands.

(5) Election year.

(1) Dividends and Yields: As I
see it, the keystone of this stock
market continues to be repre-
sented by dividends. Despite the
downtrend of earnings, which we
saw fit to place at the top of the
liabilities, dividends rate the top
place among the assets.

Corporations poured out g rec-
ord $8,053,000,000 in cash divi-
dends last year. That was 2%
above the previous all-time rec-
ord of 1950. Automobile dividends
dropped 25%. Electrical machin~
ery and chemicals' report that
dividends were down about 10%.
Some of the biggest gains were in
the oil refining industry with 19%,
mining up 16%, gas utilities 13%,
railroads 10%, paper and printing

'8%. These figures are based upon
‘publicly - reported  dividends.

‘Dividends_in dollars have more
than kept pace with inflation since
1839. - More important, however,
is the fact that.dividends are still
liberal in relation' to ‘stock .prices.
Last week the Research Depart-
ment published a list of 25 well-
known stocks-all yielding 7% or
more, each one of which has an
unbroken dividend record extend-
ing back more than 25 years. Some
as long as 75 to 100 years.

‘The outlook “for. dividends is
still very good.. Although earn-
ings  after  taxes may be down
somewhat this year, total dividend
payments ‘are likely to hold up
close-to last.year’s. all-time high
record. ) . 25

Typical industrial stocks still
yield -about ‘ double : the - return
available : on , high-grade . bonds.
That ratio in favor of stocks is
added evidence that the end of
the bull market is not at hand.
One of the most reliable - guide
posts in market analysis.is the ra-
tio of stock yields to bond yields.
The present reading of this ba-
rometer is far from the danger
point.-In fact, it is clearly bullish.

(2) High_ Production:and: Full
Employment: The old cycle theory
is that high production is followed
rather promptly by a slump, Wes-
ley Mitchell’s original cycle theory

- was largely an explanation of how

4

prosperity breeds depression and
how depression leads to prosper-
ity. Therefore, according to that
rule one should get bearish during
a period of full production. This
time, however, there are differ-
ences. The main difference is that
we have a managed  economy—a
national policy of high production
and full employment. A large
part of this I will admit is for
political. purposes. Part of it is
for the defense of the country.
. Now the present outlook is that
industrial production this year
“will exceed that of last year by
4% or 5%. I regard the apparent
certainty of this ‘outlook as a
major prop under the stock mar-
ket as well as under the general
economy. -If total business is go-
ing to be 50 good as to guarantee
virtually full employment, those
bears who are always expecting a

major downswing seem to have
made another big mistake in 1952.
. I believe that general business
activity is now very close to what
will turn out to be the low point
of 1952. Recent changes in the
" military goals at Washington point
toward a smaller increase .in total
activity than was earlier expect-
ed. However, this new program
will tend to prolong the period of

Continued on page 39
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Overall industrial output in the period ended on Wednesday

of last week was maintained at the level of the previous week:

and continued to approximate the volume of a year ago.

It is noted that claims for unemployment insurance benefits
in the latest week held noticeably above those in the correspond-
ing period of 1951. Joblessness continued to be quite high in
parts of Michigan and New England.

The past week witnessed the widest declines in securities prices
for the current year as a result of the prevallmg uncertainty over
the business and labor scene. The drop in.stock market values
was sparked by depressed commodity prices at home and abroad,
together with the possible outcome of the steel talks and peace
negotiations in Korea. The declines in stock prlces last week
were the sharpest in a period of four months.

Last week steel ingot production returned to the h1ghest
level in 1952 at 100.6% of capacity. This was fractionally under
the all-time high attained in December last. The current week it
is scheduled to rise further by 0.3 of a point. :

In its latest summary of the steel trade, “The Iron Age,”
national metalworking weekly, declares that a steel price rise to "

accompany  a wage - increase -might-turn out: to-be academic to °

some small steel producers. Nonintegrated and: margmal mills,

which because of higher costs usually charge ‘premium prices, are

facing a sales vacuum-on-some light steel products.- .If the present

market. trend continues, they may have-to cut' their” prices to :

meet. competition, but that will come: only: asa"last resort. to

})tootl;torderwatter all other possxblhtles have 'been . exhausted,
states .

) Factors that ‘will cause them to proceed ‘with caution: are:
(1) Will there be a steel strike? (2) Will the government relax:
controls on some’ products to permit more ‘civilian  production?
and (3) Do makers of consumer durables actually have:the
potential markets they clalm" Among these are autos'and appli~
ances.

_ Detroit, historically a bulwark of steel demand, is currently ;
.- one. of ‘the softest areas in the market.

Steel salesmen are ‘out
ringing doorbells, trymg to line up competitors’ customers,

. choice.of tonnages. available. . Some are not.faking up-their entire .

- are feasible,

quota, although .the unwantecl portion has not.exceeded 5% . for -

most firms. Steel producers have been-selling- this “bonus” ton-

nage in other areas, observes. this trade- weekly, - -

But this isn’t true.of all .steel products -in Detroit,. it adds
One steel mill says it cannot book a- ton’ of cold- fmlshed bars
over one inch until next August. Reason: directives, These are
playing hob with the cold-finished. bar p1cture Big tonnages of
this item going-into.a military product.- .+ :

An'"Iron Age’ survey of other areas- shows that cold-fm:shed
bars™ are -extremely tight inall: -quarters,.- Indications  are’ that -
non-deferise customers may be cut still deeper on thxs item- in* the’
third-quarter.

7 ... Qilwell people aré due’ta’ get larger supphes CA goal ‘of
more than 45,000 new wells has been set for thig ‘year."'And more.’
than 25,000 of them will havé to be. drxlled in the 'second ‘half.

5 obtained; -it. is difficult to locate. spaee..on :finishing facilities;

- this-trade. authority. pomts out,: One. m111 was: offered - a - fair-:

‘ ‘ because:it didn’t have -space to accommodate-it.

s

¥

"% pressure ‘is definitely oif “Reports-now: ‘are” héar
-..cessions and freight absorption: by some: warehousés as competi= -

' agency-said..

- Cast iron ‘scrap’ price-'declines; first reporfed.in “The Iron

The softness-has. now hit'other areas:which-last week ‘were: hold- =
mg firm at ceilings, concludes thls trade journal. )
Passenger car: productxon in” “the’ United: ‘States" last wcck
slipped less:-than:1% behind"the. previous week’s rev1sed tota'l
but fell about 49% under the like week last year. :
" 'Last year; in the like period, the auto industry was making |
up for losses caused by the rail strxke, accordmg tm“Ward's Auto-
motwe Reports.” "~ R

Motor car and truck ‘makers may be given mcreased produc—'

tion quotas by the govemment m the second quarter the agency:

. _predxcted

It based its forec,.st on the “steady 1mprovement being shown”
in suppltes of “steel, lead, zinc and several other materials.” 'In
the current quarter, “Ward's” said, the motor mdustry “conceiv-

-ably™ is operating at what may- be the lowest pomt durmg, Na-
: tlonal Production  Authority restrictions, -

“For two weeks now,. passenger car. makers have been pro-

ducing at a rate equal to four million cars an.nually, the statistical
It estimated- that the “four-million!rate probably
will not fall until late in March, at which time first-quarter -
NPA- cellmgs will‘cut into weekly volume of maJor producers

- Steel Output Continues to Reﬂect a Mlldly ngher Trend

Additional signs of easiness are discernible: inithe-steel mar-
kets; ‘says *‘Steel,” the ‘weekly magazine of metalworking, the

current week. . Not ‘only -are certain tonnage prdduct.s such’ as -

cold-rolled sheets and, strip, in relatively ‘plentiful" Supply ‘at most -
“'consuming. peints, but, declares, this: trade -publi atlon, demand

hon for orders galns momentum Althougb. the mllls are heavily-

Contmued on-page 35

Auto..
steel buyers are sizing up what is being offered and taking their. .

'of price con- -’

. The Commercial and Financial Chronicle

Donald Cook Appointed
SEG Chairman

Promoted from Vice-Chairman of
Commission to succeed Harry A.
McDonald, who becomes Chair-
man of Reconstruction Finance
: Corporation.

On Feb. 26, President Truman
announced the appointment of
Donald Cook:to the chairmanship
of the Securities and Exchange

Commis-
sion, to suc-
ceed Harry A,
McDon -
ald, whose ap-
pointment as

.Chairman of

-the Recon-

struction Fi-

‘nance. Corpo-

" ration: was re-~

cently: con-
firmed by the
-..Senate. . Mr.
. Cook was Vice
Chairman of

‘the Commis-
. sion, and  has

been 2" mem-
ber. of. the SEC since.. October,
_1949., He .is a Democrat,.42.years
“old, and has been in government
service for 15 years, having been
with the Justice Department.and
at one time chief counsel of the
.- Senate  Preparedness - Sub-Com-~
“ mittee,

B nios
i

Donald C.-Cook

Harry ‘A. McDonald; the. former. .

SEC Chairman, after considerable
‘delay,’'was finally. confirmed as
head of ‘the :Reconstruction
Fxnance Corporation by:a vote of
46 in favor, and 23 opposed

‘Blyth Group Offers
"Rheem Gommon Stock

‘A syndicaté -headed -by ‘Blyth &

-~ Co, Inc. is making public offering -

today (Feb.: 28) rof 225,000 shares
of common stock of Rheem Manu-
facturmg Co. at $31 per share

' Of - the: 225,000 shareés. of .com-

“‘mon “stock’ being offered 'to.the

pubhc, 200,000 shares ‘are’_being
““sold by the company and
‘shares™ are being sold by certain
stockholde's

“Proceeds: from‘ the sale of the
200 000" shares ' of ‘common -stock

.. will’ be -used by the “company to
:0il ‘country conversion.demand is active where arrangements -+ replace :-working, capital used.and
But, even when suitable semx—bmshed steel. can be:<-to+be used: in:the company’s ex< -
- tensive:plant expansion program

ahd in; connectxolf‘\wth the acqui-:

A .sized ‘tonnage of billets for:pipe conversion; but: turned. 1t down < ‘sition* last 'year “of 7 ‘the:~James

“Graham » Manufacturirig = Co.,

> makers ofw“Wedgewpod” ranges.’

w: Age™last week, are: spreadmg Some* prevmusly -réported- under-
. ceiling prices have again dropped:by-as much as $2"to-$3-a. tor;. '

‘. Accarding 16 the " prospectus,

net sales of :the ‘company ‘for 19517
‘totaled'$94,106.957- compared with™

.. sales of $74,465,686 in 1950; - -

‘kLarnings in’ 1951 before provx-
.sion for-preferred ‘dividends,

"-amounted to $4,250,515 as com-’

pared to $4,862,593 in 1950.. After-
. provisien- for; preferred dividends,
of $280,364'in 1951, earnings pex’
share -of common stock amounted'-
“tg '$3.78 ‘on ‘the 1,049,030 shares of -

common stock outstanding at the

year. end. After preferred divi-
.. dends ‘of $109,643. in 1950, earn-'
ings per common share were $4.75

““on 1,000,000 shares " of common

.stock- outstanding.

Rheem Manufacturmg Co was’
mcorporated on Jan. 22, 1950 in:
California. -~ The ‘company:'is the

-outgrowth .of 12 -separate busi-

“nesses, all of which had been

- engaged ‘in enterprises similar to )

- one or more phases of the busmess
now carried:.on by the company

- George-N. Proctor

| George‘N Proctof, senior: ‘part- ;S
ner of -‘Proctdr; Cook ‘& Cd., ' Bos-~|
" ton, Mass., passed away Feb 25th ’;

“.at'the. age of 69.°

25,000

‘seniority provisions. ‘They 'are attacking that industry’s funda-
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Observations . . .
By A. WILFRED MAY

The Vital Significance of Union Labor’s
Non-Dollar Gains 3

With so much popular discussion centered on wage rate
demands and on the question of wage stabilization with its' con-
troversial relationship to price control, attention has been largely
diverted from the vital qualltatwe non-economic changes in
labor’s status, These latter issues, even more
broadly than the quantilative ad]ustments
affect all citizens having a stake in our eco-
nomic order, ;

Typical is the 1mmed1ate threat of a'new
engulfing wave of compulsory unionism fol-
lowing the recommendation of President Tru-
man’s Emergency Board that the union shop
be- established for the million non-operating
employees of our- railroads. With the fillip
given to this undemocratic technique of co-
ercion in one sector, the danger of course
exists that it mav well be extended to the
steel and aircraft industries by imminent Wage
Stabilization Board action, and in short order
throughout American industry,

The union shop finding in the railroad
labor case, entailing voluniary check-off of
union rlues renresents coercion by organized :
labor in:combination with the government. Compulsory union
membership thus instituted by a usurping government.agency
violates individual rights, destroys competition, curtails discipline,
and relieves union officials from thelr just responsibilities.

A. Wilfred May 4

Other Non-Economlc Demands

Unfortunately, union shop-ism is only one of many non-
financial non-economic abuses besetting us in this politics-
pervaded election year.

In-the forefront is the principle involved in a guaranteed an-
nual wage, irrespective of its amount, now being demanded by
steelworkers,

Other “non-ecoriomic” phases 1nvolv1ng deep abuse encom=~
pass labor’s continuing demands for conoessions in grievance ma-
chinery, including the unions’ representatxon thereunder; ‘in
working conditions; and in rules concermng incentive pay.

The United Steelworkers-CIO union-is now trying to' amend
the section on managément in the basic agreement with steel com-
panies to take away from management certain basi¢ and inherent
rights which do not spring from a grant in a. collective bargain-
ing agreement. These include its right to determine the compo-~
sition of jobs and the right to change such composition according
to the dictates of efficiency; and to force management to submit
its decisions regarding the number and composition of jobs to a
union veto.

The union apparently is laboring under the theory that man-
agement is to be permitted the function of only once determining
the composition of a ]Ob that is, when a job first comes into being,
after which this right is to be completely exhausted—that an em-
ployee has a vested right to any particular combination of job
duties which constitute a job. :

Again, the steel labor leaders are demanding that geograplucal
and inter-industry wage differentials be abolished. This is _the
equivalent of insisting that-all wages in all industries be equal.-

. ized at the highest wage paid in any industry.

"Further, under a proposed “contracting-out” clause, the union

' is trying to deny management . its right to decide where when,:

and by whom work customarily contracted-out shall be done-—:

_thus “interfering with management’s need to make the most effi-!

cient use of existing'facilities for .production and malntenance.%

Seniorlty Rights Changes? ’ i

{
“ The Steelworkers are trymg to change their status quo m]

mental concepts that the primary test for selection is the. rela-
Contmued on page 43'

" l\larkel:s are only l’eople -

People acting for themselves e

" People buying or selling f?r companies, funds institu-

tions . ... i

People you may, or may not, know, .

We don’t know all of ‘them, either.

But we do know that through our offices in 97 cltles e
Through 900 or more account executives . . .

Through tens of thousands of customers—and hundreds ‘
of thousands of prospects—your call to Merrill Lynch -
can always reach a major market. ' o

; ¥
£ ¥

Tradmg Department '

Mmmu, LyNcH, PIERCE, FENNER & BBANB

70 PINE STREET , NEW YORK 5, N. Y. .
Offices in 97 Cities &
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Uncommon Values In
Carrier Commons

By IRA U.

COBLEIGH

Author of “Expanding Your Income”

A quick look at three rails selling at drastic discounts from

1951 high, and some bits of

logic suggesting that they now

have sufficient traction for an'upgrade level, marketwise.

Surely it’s topical to write about
rails today, since this article ap-
pears precisely on the 125th anni-
versary of the B. & O., Feb. 28,

1827. The first
common car-
rier railroad,
the first to
string tele-
graph lines
along its
tracks, and the
first railroad
to receive a
government
mail contract,
B. & O. set the

stage for -this’

great industry

—an industry

which while
) "no longer
splashing with dynamic growth,
‘like the chemicals and oils, still
buys 5% of the country’s lumber,
40% of its refined diesel oil, and
pours out over $8 billion in
_supplies and equipment bought;
and in wages, salaries, dividends
.and interest paid.

Rails do have their troubles,
however—two main ones, wages
-and taxes. In ten years, the “la-
-bor bite” in the railway industry
‘has risen from 41% to 50% of
gross. The application of the 40-
hour week, regular annual up-
-grading of hourly wage rates, plus
:“cost of living” bonuses -seem to
-be continuously expanding debits
-against railway net, Taxes, which
took $89 million of rail earnings
(before taxes) in 1929, took
roughly $630 million last year.
Against these, the basic defense,
wuamely, higher revenues (both by
tonnage increase and higher 1.C.C.
rates) and cost reductions, are be-
ing deployed as efficiently as pos-
sible.

. There are, it seems to me, three
Toads that because of bad luck last
year, or brighter vistas this year,
have listed shares that, by ac-
cepled techniques of analysis,
might show interesting price im-
provements before Xmas, They

.Ira U. Cobleigh

might even do it on your money!

My first selection is Chicago
and Eastern Illinois, operating 830
mileg of road, from Chicago to St.
Louis and reaching to Chatfee,
Mo., and Evansville, Ind. Mine
products account for roughly 45%
of freight tonnage, but this per-
centage should increase sharply

in 1952, for CGE has a gimmick—-

a special reason why this year
should be fruitful. Two new elec-
tric generating plants have beeh
built for the Atomic Energy Com=
mission’s - project ‘near . Paducah,
Ky. One of these generators is at
Joppa;-the other at Shawnee. CGE
has laid out about $9 million for
new equipment to serve these.
Accelerated depreciation on these
cutlays may reduce the net return
for a while, but Chicago and East-
ern Illinois is now in a position
perhaps to double 1951 net earn-
ings (about $2.78 per share) if
coal movements are maximized.
Here's an efficient little prop-
erty, almost 100% dieselized, ready
to take on a whacking volume of
hew tonnage, and nicely fixed
with the latest, most -efficient,
new rolling stock for the purpose.
Marketwise CGE common has
been. whittled down from 23% a
year ago to around 16. Assuming
possible revenues of $5.30 on about
370,000 common shares, the pres-
ent quotation is a lowly three

times earnings, This common lurks:

astern of 383,751 class A $2 divi-
dend stock obligations, and about
$36 million of debt. If you'd pre-
fer a. cozier security with still a
good speculative whirl, then look
at the general income 5's of 1997.
They sell at 78, and are convert-
ible into 40 common shares. They
should pay you $50 a year (if
earned) while you're waiting for
the common to bounce,

Our second under-priced rail is
Minneapolis, St. Paul and Sault
Ste, Marie RR. Co., a compact
property and a strategic bridge
line. Management and control by
Canadian Pacific is surely no
debit against the property; while
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of America NT&SA

" For the convenience of stockholders who wish to have dividend

funds available before their quarterly Federal Income Tax

ments are due, the Board of Directors adopted & new-schedu
dividend payments. The first quarterly $.40 instalment of the cur-
paid according to the old schedule
stockholders of

rent semi-annual perind will be
on Mareh 31, 1952, 1o
1952. The second quarterly inst

" ‘past this quarterly

one-half billion dollars—is held

May 31, 1952, to stockholders o

ay-
e of

record as of February 29,

alment, however, will be ‘paid on
f record on May 15, 1952, In the
payment has been made on June 30, .

- Q.Who owns the Bank of America?

A. More than 200,000 shareholders!

f)wnerslxip of the Bank of America N.T.&S.A.— which was founded
in 1904 with $150,000 and row has total resources over seven and

by more than 194 thousand men

and women and 6,185 institutions. Bank of America stock is an

important asset of many institutions, including labor, fraternal
and fiduciary organizations, foundations, investment trusts, insur-
ance companics and savings banks. :
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its geographic location, connecting
St. Paul, Minneapolis, Superior
and Duluth, with a section of
Western Canada enjoying a fabu-
lous industrial expansion, suggests
new horizons of profitability.
Also, with all the hoopla about
the Williston Basin, it's good to
know that Soo runs 1,334 miles in
North Dakota, and is bound to
benelit by the growth whicn oil
exploration there should bring.
“So0” is not reported as an im-~
portant land owner but, who
kndws, it may have a round-
house sitting on a pile of Devo-
nian sand!

About finances, “Soo” was as
compressed as almost any road
in history by reorganization, $140;
million in bonds being sliced to
$30 million, and interest on the
new issues put on a contingent
basis. As a result, the road today.
enjoys magnificent solvency, with
only $20,900,000 of mortgage debt,
and net current assets of about
$8%5 million, .

Each' of ‘the 719,004 shares' of -
common ‘was accorded $1 by way
of dividend last year,
earnings of around  $2.75. In
1951, an early fréeeze cut down

ore shipments. This year, weather '

has been kindly, and the ‘tradi-
tional deficit for: the first four
months of operation may be, this ,
spring, heavily. whittled -down.
$3 'million ‘were added to ‘gross
revenues in 1951, If “tonnage
income. continues to -blossom ' at
anything like that rate, “So0,”
which has been nibbling away at *

its operating ratio, might really -

break out with impressive per
share figures for 1952, Common
sold as- high as 21% last year.
Technically, it's a far more en-
trenched equity today at 1815,
My third entry is offered to you
not so much as holding  forth
great hopes of new sources of sub-
stantial 1tonnage, as was the case
of CGE and “So0”; but rather asa
case study of a road whose. earn--
ings and stock prices. appear: to
have been driven down. below -
where they belong.- Northwestern-
slipped from a high of 28% to a
low of 15; and it’s near there right
now. Sold at 491% in 1945. !
NW was just plain unluckylast
year. Corn traffic was the slim-
mest in ten years, and snow re-
moval costs set a new record—$2
million. Thus, net earnings fell
to below zero (actually a deficit
of over $3 a share on the common,
I believe, after sinking ‘funds).
But for the same reason that
earnings can dive so swiftly, they
can recover with brisk velocity;
for NW common has probably-the
most powerful leverage: factor of
any of the major roads. - For in-

ly, the full 15% tariff increase, if
authorized by spring, could give
the Northwestern a fillip. Re-
member, too, NW is traditionally
libergl with cash dividends. If it
earns it, it pays it!

So here we have, in review,
three uninflated rail equities, all
in an attractive price range
(below 20, that is)—all down

from 1951 highs. Chicago and
Eastern Illinois has a big new
tonnage outlook in-coal. “Soo”

should benefit by oil. NW could -

pry itself up by leverage. Un-
common values in carrier com-
mons. If you don’t like them, at
today’s price tags, then how about
putting ’em on your shopping list
at itwo points down?

SEC Sends Up

Trial Balloon:

Who Pays for U.S. Regulation?

By J. A. LIVINGSTON -

Business outlook commentator

surveys question whether Fed-

eral regulated industries should pay for being regulated or

whether regulation costs in the interest of the public should

come from general taxation. Says SEC proposals are a trial

balloon to test this question, and a broad principle is at stake
not only for Wall Street but for all business.

Two years ago, John A. Ken-
nedy, .then publisher and editor
of the late San Diego, “Journal,”

against ,Wrote an- editorial saying that

the Federal
Government
gave away too
many free
services and
ought to- op-
erate on a
“cafeteria

style, pay-for--

what-y o u-
get” basis. A’s
a result, today
in the White
House ‘and in
Congress, a
far - reaching
debate is on:
Shall an in-
dustry reg-
ulated by the Federal Govern-
ment without its expressed con-
sent, be required to foot the bill
for its own regulation?

Kennedy’s editorial set in mo-
tion: First, an article by Arthur
Krock,’in the New York “Times.”
Second, ‘an ‘investigation by the
‘Senate’ Committee “on ' Expendi-
tures.  Third, -enactment of Title
V of the Independent Offices Ap-
propriations Act of 1952, instruct-
ing government agencies to raise
and collect fees “to the full ex-
tent possible.” Fourth, a Budget
Bureausurvey expected to pro-
duce about $40 million a year in
additional revenues.

Already, as a result of this sur-

J. A. Livingston

vey, the Department of Agricul-
ture is raising the average charge
for the use of government graz-
ing lands from 42 cents per cow
per month to 56 cents and on
sheep from 103 cents to. 131
cents. The department’s charge
for inspecting and grading meats,
dairy products, and fresh fruits
and vegetables is going up from

$3 to $3.60 an hour.

3 % A %

The Federal Power Commission
is' pricing its National Electric
Rate Book at $25 instead of $10.
Department of Commerce fees for
age and citizenship searches are
up from $1 to $3. Most photostat
charges ‘are being doubled. The
Panama Canal Co. is marking up
rates for bunkering, commissary
and other services. The Post Of-
fice Department is raising rates
for special services and is looking
over rentals on post office boxes.
These last haven’t been changed
since the pre-inflation days of
1907.

‘On fop of all this, government
employees now living rent-free
or at nominal rents in government
dwellings in national parks, for-
ests, lighthouses, military installa-
tions, and so on will have to.pay
for value received. This increase’
alone runs to $9 million a year.

Such adjustments are noncon-
troversial. Washington is agreed
that bringing charges into  line
with the higher costs -of doing
things is proper. What has caused

T

”
o

stance, in its plea last year for °

higher rates to the ICC, NW pro-

jected that then existing rates

would, in 1952, probably show' a

-'15c.. deficit on its common, ‘If,

however, the 15% rate increase, -

sought in 1951, were granted in
full by Jan. 1, 1952, NW ‘estimated

that earnings on common for: this -

- entire year might go-to above $7

a share. Actually, only 6% (out
of the 15%) was, I believe,
granted; but the dynamic leverage
here is clearly illustrated.

NW . capitalization is * 816,000

- shares of common, 914,000 shares

of preferred, following ‘a-funded
debt of $185 million.

The common is thus .a quite
marginal security, but one with
phenomenal elasticity.

‘What, then, are the favorable
factors that might animate NW?.

. First, an incisive attack on oper-

ating costs is required. Some
progress along these lines is being
made, including further Diesel-
ization. . Second, abandonment of

certain profitless branch and

light-density mileage would be
highly desirable, and, in .some

ﬂ(

Resources Exceed $225,000,000

INTEREST ON YOUR SAVINGS |
FROM DAY OF DEPOSIT!

THE MANHATTAN
SAVINGS BANK

Broadway at 8th Street
Lexington Ave. at 51st St.

Rockefeller Plaza at 48th Street

Member Federal Dcposit Insurance Corpoation

154 East 86th Street
Bowery at Canal Street

)

: 7
M it {:mm Wﬁ?ﬁmﬁ;ma e

Bank of America N.T.5S.A. is a member of the Federal Depisit Insurance Corporation cases, perhaps possible. If all NW -~
had to run was its heavy-traffic - .

“main lines to the west..and o -
the Twin Cities, Northwestern

would really be a beauty! Third-

KING THAT IS BUILDING CALIFORNIA
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all the fuss is a proposal by the
Securities & Exchange Commis-
sion to collect an additional $1,-
258,000 from brokers, public util-
ity holding companies, investment

companies, and investment. advis= ‘-

ers. R

. * * *

The SEC wasn't - particularly
keen in proposing additional fees.
As one SEC-er put it, “No one
likes to be a tax collector.” But
the Independent Offices Sub-com-
mittee, Lolding hearings on the
SEC budget, wanted to know if
the agency had made any prog-
ress in collecting more money.
Hitherto, the SEC has spent about
$6 million a year, collected $1
million. The taxpayer footed tne
difference.

So the SEC acted. The new
schedule, which includes a $50-a-
year tax on all brokerage firms
plus $10 a year additional for of-
ficers or employees engaged in
selling or buying securities, would
make the SEC 37%% self-sup-
porting.

The SEC has called for com-
ments on the new schedules by
March 10. The additional fees may
go into -effect by July 1—the
start of the fiscal year. There-
fore, what happens between now
and then is significant. It will af-
fect not only Wall Street and in-
vestors but also railroads, radio
and television stations, and busi-
ness concerns in general. For if
the principle of let-the-regulated-
industry - pay -for - its - regulation
prevails, then the Interstate Com-~
merce Commission will promul-
gate fees for the railroads, the
Federal Communications C om-
mission for radio and television,
the Civil Aeronautics Bo {‘) for
regulation - of - the airw#ys, the
Federal Power Commigsion for
utilities, the Federal Trade Com-
mission for all manner of firms.

*

The Budget Bureau, itself, has
pointed up the issue in a report to
Congress, asking: “Is the particu-~

“lar service one which is rendered
primarily for the benefit of the
public at large which ought to be
payable from general taxes, or:is
it a service for the benefit of par-
ticular individuals or groups and
properly to be paid by those bene-
fiting?” .

%%

The SEC proposals ‘are 7 .trial-

balloon—a test of the question,
But because -of - them,. business

men had better “sharpen” their-
This: is-not- a case" inr

lawyers.
which Wall Street is fighting a
battle only ‘for itself,
principle is at stake: Shall the cost
of regulation be transferred from
the general taxpayer to the regu-
lated. industry? :

Meanwhile, there’s no doubt
that former Editor Kennedy ac-
complished something tangible: A
general increase in government
fees more closely commensurate
with costs and a survey of serv-
ices rendered which are not

charged for. Thus, the Civil Aero-

nautics Authority is likely to be-
gin billing airlines for naviga-
tional aids—the use of control
tower advice, weather guidance,
ete. This is a case in which the
airlines are rendered a service,
and is to be. distinguished from
the Civil Aeronautics Board’s
regulation of the airways—issuing
certificates of right of way to air-
lines.. Paying for certification is
part of the controversial question:
Shall the regulated pay for regu-
lation?

“First Cleveland Adds .

(Special to THE FINANCIAL CHRONICLE) .

CLEVELAND, Ohio—Eugene M.’

Gordon has been added to the
stalf of The First Cleveland -Cor-
poration, Nationil City East Sixth
Building, members of the Mid-
west Stock Exchange,
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Current Aspecis of
| Commercial Banking

By HAROLD H. HELM*
President, Chemical Bank and Trust Co., New York City

Prominent commercial banking leader, pointing out that re-
tained earnings can provide little of the needed additional bank
capital, urges need for tax consideration akin to that given
savings banks, utilities, and insurance companies. Asserts
FIDC assessments are inequitable. -Declares continued inflation”
would be as disastrous as. war. Maintains outlook for bank
earnings is most encouraging and share prices are not inflated.

-companies,

A broad.

‘much enterprise and

It should be recognized that our
corporations, including banks, are
owned not by a few, but actually
by millions of investors—people
in every walk
of life, Chem-
ical Bank,
for - example,
is- owned by
more than
17,000 stock-
holders. This
great family
resides in A
each of the 48 i
states, the
District of
Columbia,
Hawaii,
Puerto - Rico,
the Canal
Zone and six
foreign countries. Many of them
are customers or employees of the
bank, and the list includes many
investment trusts, savings banks,
insurance companies and other
institutions which in turn repre-
sent their many owners.

It is clear to me' that such in-
vestor ownership ‘ should be' en-
couraged if we are 1o preserve
the free enterprise system in this
country, -In the present era of
great expansion, niany segments
of industry—particularly banks—
need more capital through stock
ownership.. Not only should Mr.
and Mrs. Stockholder be relieved
from the squeeze of soaring taxes
and operating expenses upon their

Harold H. Helm

but - these : investors
should be exempt upon from’
double taxation of dividends which
results . from  -the - fact -that no
credit is allowed on personal in-
come ‘tax  returns for dividends
from ' corporate income already
heavily taxed. S

The Position of Commercial
Banking

Fundamental, in an.  economy
such. -as ours, is-the..competitive
system of commercial banking.

Imagine, if you ‘please - how"
initiative
would American industry demon-
strate today if it had been re-
quired to bank and borrow only
with agencies of the Federal Gov-
ernment, Competition under
equitable regulation rather than
monopoly under possible political
favoritism has provided our com-
merce with a dynamic banking
system . which * has contributed
immeasurably to .the nation’s
growth and development from the
very start.

It was only six and one-half
months. after the British' troops
withdrew from New York ' City
at the conclusion of the Revo-
lutionary War that the first bank
in New York commenced opera-
tions on June 9, 1784. This was
the Bank of New York; organized
by a group of patriotic citizens
among whom was Alexander
Hamilton. It exists today as one.
of our strong financial - institu-
tions: -

In 1799 came the Bank of the
Manhattan Co. which continueg to
hold second position numerically
in the New York Clearing House.
By 1824, there were 17 commer-
cial banks operating in New York
City, including the institution

*An address by Mr. Helm before the
New York Society of Security Analysts,

Schwarz’s Restaurant, 56 Broad St., New
York City, Feb. 25, 1952, :

which I represent and which was
then known as the “New York
Chemical Manufacturing Co.”  To-
day there are 14,000 commercial
banks throughout the United
‘States' with deposits totaling $158
billion. .

.- Perhaps the growth of banking
can be more clearly visualized by
the fact that Chemical Bank &
Trust Co’s capital and surplus
accounts of $120 million alone
today are larger than all the cur-
.rency in -the United ' States in

1824, when the Chemical was

founded.

‘BanKing  provides the national
economv with most essential serv-
:ices. To mention but a few: It
provides a depository for indi-
viauar and  cusiecuyv unds: 1t
creates wealth by putting money
to work ‘at interest; it accelerates
and expands commerce by ex-
tending credit to worthy bor-
rowers, paying interest to savings
depositors and dividends to stock-
holders; it facilitates trade by
speeding the payment and collec-
tion of funds; it finances and
makes possible international trade,

and it performs personal and cor-.

porate- trust services. The trust

bank comparisons were made on
that basis. This ratio of capital
funds to deposits subsequently
gave way in most examiners’ re-
ports and in analysts’ comments
to the mention of capital funds’
ratio to risk assets (total assets
less cash and U. S. Government
bonds) or to loans alone.

In 1939, which is generally con-
sidered a “normal” year, loans of
member banks in the Second Fed-
eral Reserve District were 2.16
times capital funds. During the
postwar period, and more recently
since the national defense pro-
gram got under way, this ratio
has risen steadily to the point
where it exceeds even the peak
ratio of 1929. As of last June 30,
the ratio of Second Federal Re-
serve” District member banks’
loans to6 capital funds was 4.36
compared with 3.40 at the end of
1949 and 349 at the end of 1929.

Another study shows that total

' risk assets of the Second Federal,

Reserve District member banks
were 5.45 times capital funds on
June 30, 1951, compared with
4.25 at the end of 1949, 3.35 at
the end of 1929 and 4.95 at the
end of 1929.

These ratios should not be in-
tepreted to mean that our banks
‘are in, or even near, a portion of
being-overloaned: Today, in New
York - City, the Central Reserve
City member banks are required
to maintain a reserve of 24% of
their ‘deposits with the Federal
Reserve, compared with only 13%
in the 1929 period, and we have a
much greater cushion of second-
ary reserves in the form of gov-
ernment and other high grade
bonds; than previous-was consid-
ered necessary. '

Even though  our banks are in
a strong financial position, how-

(863) 7

ever, we cannot overlook the
ever-approaching need for larger
capital funds. In financing the
great expansion of the nation’s
economy since the end of World
War II, loans of all commerciak
banks have more than doubled
during the last five years. Fur-

.thermore, with inflation and gov-

ernment spending for defense con~
tinuing, it is likely that business
and government will make even. -
greater demands upon the banks:
to help finance expanding facili-
ties and services. To be prepared,
banks must have adequate capital
with which to protect their de-
positors, borrowers and the publie
at large, It is no secret that banks’
corporate customers and their
banking requirements have grown
more rapidly than have the capi-
tal funds of banks and hence their
legal lending limits. .
Unfortunately, due to factors
beyond the control ‘of manage-
ment, the growth of bank capital
funds has not kept pace with the
size of business corporations. As
analysts, you know that new capi-
tal requires satisfactory earnings.
and the promise of fair dividend
returns. Until just recently, a prin-
cipal factor affecting our revenue
—the interest rate—was arbitrar—
ily held low, ol : .

This placed a ceiling on revenue
and, while now-the much heavier’
demand for loans at higher rates
brightens the outlook for in-
creased gross income,; one is not
encouraged over the little prospect
for retaining much of this for
capital funds, or for higher divi-
dends which indeed have been
kept at conservative levels. One
of New York’s largest banks re-
cently reported that its net earn-
ings ‘before taxes and reserves in-

Continued on page 20

|

functions, I understand, will be-

discussed -with you at a later
luncheon of your society.

- While T'am confining my com-
‘ments to'the problems of banking
in the New York financial center,
-conditions which affect us also are

.~factors.'of .concern to the banking
business throughout the country. .

‘Problems that are now to be
faced and are being studied are
numerous, but time will permit
my . touching briefly on only a
few, I-have selected as either
~most important or most current
the “following: '

(1) Capital - requirements; -

(2) The comparative unfairness
of bank tax levies.
. (3) Interest rates on thrift de-
posits.

(4) Responsibilities of being the
world’s financial center.

(5) Our duty of combating in-
‘flation, the chief present danger
to our American heritage.

Capital Requirements

To function satisfactorily, a
bank —like ' any business — re-~
quires adequate capital.” On this
point, I recall my conversation at
luncheon a few years ago with
Mr. Hermann J. Abs, President of
Kreditanstalt fur Wiederaufbau,
Frankfort-Main, Germany. When

I asked him as to available capital -

for reopening the numerous Ger-
man branch banks, Mr. Abs re-
plied: “They just opened,” and
then he added “if you have cap-
ital there is no art in banking.”
My remarks should convince you
that I. do not wish to see Amer-
ican banking become too “artis-
tic.”

Until a relatively few years ago
there were no yardsticks for. an-
alyzing bank statements. In fact,
there were few statisticians and

no New York Society of Security

Analysts.. Banks were known and
judged almost solely by their
managements’ character and poli-
cies., The first yardstick that de-
veloped was that a bank sought
new capital when its deposits
grew and exceeded ten times its
capital.. During the great race for
liquidity in the early thirties,

This iswnot an-offering of these-shares for sale, or an offer to buy, or a solicilation of an offer to bugy

any of such Shares. The offering is made only by the Prospectus.

225,000 Shares
Rheem Manufacturing Company

Common Stock
Par Value $1 Per Share

Price $31 Per Sharg
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Copies of the Prospectus may be oblained from any of the several under-
writers only in stales in which such underwriters ure qualified to act as
dealers in securities and in which the Prospectus may legally be distributed.

Blyth & Co., Inc.

Kidder, Peabody & Co.
Stone & Webster Securities Corporation
First California Company
‘Schwabacher & Co.
Mitchum, Tully & Co.
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