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EDITORIAL

As We See It

The political campaigns of this year of our
Lord, 1962, are now sufficiently advanced to af-
ford the 1nte1110ent citizen some wholesome food
for thought. So far as the Democratic party is
concerned, the most significant fact seems to be
that the Pre51dent though not a candidate, is

quite obviously domg all that he can to see to it.

that his party continues to be a “Fair Deal” party.

: The President is a shrewd politician, and is in
a position to exert a very strong, if not control-
ling, influence upon the platform of his party.
Precisely what is going on behind the scenes re-
specting candidates, it is not easy to determine.
There are- strong elements in the Democratic
party which have little- sympathy for much of
the New Deal. They may or may not count heav-
ily in the outcome of the voting next November,

but so far as can be seen at this moment, the ‘

Democratic party must be put down as a Fair

Deal outfit, and one which is likely to remain so

at least for the foreseeable future.

The situation as respects the Republican partv
is less clear. The party, as is well known, has its
elements allegedly slaves to a sort of “me-too-ism”
and there are others stridently demanding that
the party cast off the spell that New Deal-ism,
Fair Deal-ism, and numerous humiliating defeats
at the hands of the sponsors of these isms have
administered during the past two decades. Sena-
tor Taft, sometimes referred to as “Mr. Repub-
lican,” is rather commonly supposed to represent
the elements in his party which would have no
truck with the ultra-modernism of the day which
threatens to undermine the American system.
The Senator is a forthright man, and an exceed-

Continued on page 38
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Prospects Confroniing the
Private Power Companies

- By J. E. CORETTE*
‘Vice-President and- Assistant General Manager,
" The Montana Power Company

Calling private utility outlook a bright one, despite ad-
vance of Federal Power Program, Western power execu-
tive reveals vast outlay for government power projects.
Says Congress does not lock kindly on Federal power
projects, with result Secretary of Interior resorts by edict

~to expand Federal Power Program. Holds private utilities

can undertake large power projects without Federal par-
ticipation, and centends Federal electric power is not
cheap power. Advocates private companies maintain

adequate generating and distributing facilities. '

Paul McKee, your Program Chalrman, and President

Gadsby requested me to participate.in this program so

that this meeting would have before it the ideas of a
utility man who anticipates a long
future life in our industry. They
wanted a person who engages in
business in 'a state which now has
and for many years has had the issue
of Federal power dams and transmis-
sion lines.

As you know, ‘the power policies
of ‘the Interior Department are rea-
sonably umform throughout the na-
"tion so that experience in ‘one- area
where Federal projects exist and are
under construction should be indica-
tive of what to expect in other parts
of the country.

Therefore it was thought that I
should endeavor to present to you
the situation as it exists today in
regard to Federal power and private power companies,
and the outlook for the future.

J. E. Corette

The Present Situation Lo HE
The program of the Interior Department has been stated
Continued on page 44

Corette at the 20th Annual Convention of
the Edison Electric Institute, Cleveland, Ohio, June 4, 1952
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Electric Power Industry
Meets Peak Load Demands

By GEORGE M. GADSBY *
Retiring President, Edison Electric Institute
President and General Manager,

Utah Power & Light Co.

Mr. Gadsby reviews progress of electric power industry
in meeting increased power demands, and reveals in
1951, capacity of power companies increased 7.3 million
kilowatts as against peak load increase of 5.8 million.
kilowatts. Says peak load power demands were fully.
met and plans are made to retain margin of capacity
over demand. Discusses problem of financing expansion
and relalionship ‘with government, particularly the intru-
sion of Federal power projects- on private operation.
Calls for mutual trust and understanding between Gov-
ernment, Labor and Industry.

At our Convention last year in Denver, President Louis
V. Sutton, viewing the rapldly increasing requirements
for electric power and recognizing the possibility of slip-
pages in the manufacturers’ sched-
ules, still had the courage to say,
“When the increased power demand
falls on our systems, we know from *
previous experience that we will
have available increased capability
with which to fill it.”

He was right! The peak load for
1951 increased about 5.8 million kilo-
watts, while total system capabilities
increased more than 7.3 million kilo-
watts. - In only one section of the
country was the possibility of a pow-
er shortage sufficiently serious to
warrant a power allocation order
from Defense Electric Power Admin-
istration, and this order did not have
to be put into effect because of time-
ly rains which restored the area’s capability to a level
above the load requirements. Temporary threats of
shortages in other very:localized areas were met by co-

Continued on page 32

George M, Gadsby

*An address by Mr. Gadsby at the 20th Annual Convention of
the Edison Electric Institute, Cleveland, Ohio, June 2, 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.)

LANCASTER M. GREENE

Lancaster & Norvin Greene,
Investment Advisers, New York City

General Railway Signal

Because of my interest in air-
craft manufacturers General
Railway Signal came to my atten-
tion for its block signal system
for safe con-
trol of air
transport.
This system
received the
Collier Air
Trophy award
for the great-
est contribu-
tion to avia-
tion in 1949,
but the gov
ernment has
considered it
too expensive
for nation-
wide installa-
tion to this
time. ?

While this aspect faded into the
distance as a profit maker the
other characteristics of General
Railway Signal still held my at-
tention. It had on Dec. 31, 1951,
working capital of $24.90 per
share (after deducting the pre-
ferred shares at par value), a divi-~
dend of $2.50 for 1951, and earn-
ings of $3.92 per share. More-
over my 10-year projection of
probable business was favorable.

The management has run the
company very conservatively but
has been shy on financial rela-
tions. Analysts say the manage-
ment has avoided talking with
them. The company has not pub-
licized sales although their re-
ports to the SEC are published by
the SEC and by the various in-
vestment services.

These policies have deterred
some investors from owning Gen-
eral Railway Signal shares. Some
part of its undervaluation is due
to lack of widespread understand-
ing of its products and its achieve-
ments. Mr. Paul Renshaw, Presi-
dent, and responsible for its prog-
ress for many years, has been
elected Chairman and Mr. Herbert
W. Chamberlain, President. Some
investors hope more facts about
General Railway Signal will be-
come available to investors and
their representatives,

Cut down models of General

Lancaster M. Greene

Railway Signal control systems

are shown to company employees
from time to time to impress upon
them the importance of precision
in their work upon which the

safety of the traveling public de-

pends. Few shareholders or anal-
ysts are believed to have seen
these models operate or heard
them explained. A demonstration
of these models is worth 10,000
words in explaining General Rail-
way Signal.

The limited market in the
shares is caused, in part, by the
few shares outstanding, 331,051
shares only. A greater number
are necessary for a reasonably
active auction market. A sub-
stantial stock dividend could im-
prove the market. Price level, in
my opinion, is relatively less im-
portant than marketability.

Now for the hasic question of
future sales. Can the pressure of
higher wage costs continue or in-
crease the demand for automatic
signal and control equipment?
This pressure exists and there are
reasons to believe it may increase
over the longer term.

Then a further question comes.
Can the money be found for sig-
nal equipment if railroads had to
_husband their cash?

The answer is not as simple as

it is regarding money for diesel
locomotives. However, a method
of financing of signal equipment
has been developed by General
Railway Signal, and experience
with this paper by railroads and
banks shows that it can readily
be paid off on a five-year basis or
sooner from the direct savings in
cost. Savings have ranged from
20% to 50% annually on installa-
tions and it is my understanding
that contracts are not recom-
mended unless engineers project
savings of at least 20% a year.

Re competition: General Rail-
way Signal and Union Switch and
Signal (a subsidiary of Westing-
house Air Brake) are the major
factors in signal systems, central-
ized traffic control, car retarders,
and yard -classifiers. I believe
these companies are running about
neck and neck in sales.

In 1927 this same stock sold at
153, in 1937 at 65, and in 1946 at
48, It was not '‘worth the fancy
figures, in my opinion, but at any
rate, it has more real value at
present than when it sold higher.
Book value was $37.55 at the
year-end, and should be about 40
by Dec. 31.

Should management find a bar-
gain company which fits its pres-
ent operation, it seems reason-
able that excess cash might be
used to make the purchase, or an
exchange of shares might be  of-
fered.

Selling about 30, the yield on
the $2.50 ‘dividend paid last year
is approximately 8%. Earnings
for the first quarter of 1952 were
up nearly 50%, 95¢ vs. 64c in the
first quarter of 1951. This sug-
gests the possibility of $5 to $5.50
earnings for the full year and the
possibility that dividends may
this year reach $3 per share. 1f
excess profits taxes end, earn-
ings should benefit appreciably
since General Railway Signal paid
82% on.a substantial amount of its
earnings.

My conclusion is that General
Railway Signal at present levels
has much to qualify it for inclu-
sion in a list of “The stock I like
best.”

Editor’s Note: Mr. Greene recom-
mended Grumman as “The Security I
Like Best” at 23 in April, 1950 or equiva-
lent to 11% on the present shares now
selling at 28, The $2 dividend then has
been continued on the split shares.

EDWIN J. PINGREE
F. S. - Moseley & Co., Boston, Mass.

Oklahoma Natural Gas Co.

The security I like best is an
operating utility engaged primar-
ily in the distribution of natural
gas. Oklahoma Natural Gas Co.
serves a popu-
lation of near-
ly a million
ipeople in the
area of Tulsa,
Oklahoma
City and the
eastern por -
tion of Okla-
homa. This
service area is
well" diversi-
fied - and  its
chief indus-
tries are agri-
culture, live-
stock and oil
producing.

The high residential load gives
this company a good amount of
stability. In fact, 62% .of. their
revenues come from residential
and commercial sales, 26% from
industrial, 4% from other utilities,
and 8% from other sources, prin-
cipally a gasoline plant. 15 -

In the past five years total reve-

Edwin J. Pingree

The Commercial and Financial Chronicle . . . Thursday, ‘J‘u;rge "12,:.1,.9'552 4

This Week’s
Forum Participants and
Their Selections '

General Railway Signal—Lancas-
ter M. Greene, of Lancaster &
Norvin Greene, Investment Ad-
visers, New York City. (Page 2)

Oklahoma Natural Gas Co. — Ed-
win J. Pingree, of F. S. Moseley
& Co., Boston, Mass. (Page 2)

nues have increased from $18,-
357,810 to $23,850,928 for the 12
months through February, 1952.
At the same time, the number of
all types of customers has in-
creased from 223,938 to 292,652.
Everything indicates that this
growth will continue.

Oklahoma Natural Gas Co.’s
operations are intra-state, and,
therefore, subject to state regula-
tion and not FPC regulations. The
most recent rate increase was
authorized Feb. 20 of this year,
and it is estimated that this will
add $3,224,622 per annum, or about
$1.40 per share of common after
taxes.

Even though this company is
embarking on a $24 million ex-
pansion program during the next
two years, earnings should run
well ahead of the $2.92 earned in
1951. If this earnings trend con-
tinues, consideration possibly will
be given.to a dividend increase.

This common stock sells on the
New York Curb Exchange for
about 34. The dividend currently

being paid is $2 annually, so that
the yield is about 59%. In my
opinion this stock is a good qual-
ity issue suitable for conservative
accounts.

COMING
EVENTS

In Investment Field

June 12, 1952 (New York City)

Municipal Forum of New York
conference at' Hotel Commodore.

June 13, 1952 (Atlanta, Ga.),
Georgia Security Dealers Asso-
ciation summer meeting at the

new Standard Town and Country
Club. ,

June 13, 1952 (Milwaukee, Wis.)

Milwaukee Bond Club summer
outing at Oconomowoc.

June 13, 1952 (New York City)
Corporate Bond Traders of New

York Golf outing at the Nassau
Golf Club.

fune 13, 1952 (New York City)

Municipal Bond Club of New
York annual outing at the West-
chester Country Club and Beach
Club, Rye, N. Y.

fune 13, 1952 (Philadelphia, Pa.)
Investment Traders Association

)f Philadelphia summer outing at

*he Whitemarsh Country Club.

Tune 16-17, 1952 (Detroit, Mich.)
Bond Club of Detroit-Security

Traders Association of Detroit &

Michigan joint summer outing—

June 16 at the Detroit Boat Club

él;ng 17 at the Lochmoor Country
ub.

June 17, 1952 (New York City)

New York Stock Exchange an-
nual golf tournament at the
Winged Foot Golf Club, Mamaro-
neck, N. Y.

June 18, 1952 (Minneapolis, Minn."

Twin City Bond Club annual
réilcr{)ic at the White Bear Yacht
ub.:

Continued on page 4
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- Progress in

Eleclromcs

By DAVID SARNOFF *
Chairman of the Board, Radio Corporation of Amerlca

Leading industrialist reveals that electronic computers for.
automatic accounting systems will reduce costs and increase
efficiency of large-scale clerical operahons Sees also impor-
tant role of electronics in improving health, reducing accidents

and extending life _expectancy.

-Describes- television’s *growth-

and prospects.

What can a radio man talk

" about that would be of interest to
leaders in thé field of insurance?
I asked Mr, Harrison: - He sug-
gested that

progress - i .n
electronics is
a subject that
would interest
you. I hope
George is
right, for this
is. my . sub-
ject ‘today.

-~ What effect
can electron-
ics have on the
improvement
of health -and

life expect- -

ancy of your
clients? What
role can elec-
tronics play in the reduction of
~risks to' life and property? How
- can - electronics reduce costs and
increase efficiency on-the oper-
ating side of your business? These
are the questions I have assumed
* you may wish to hear discussed.

Let ' me suggest .at the outset
-that life-insurance and electronics
find a common denominator in
the words of Dr. Samuel John-
- son, “The future is purchased by
. the present,” )

Pioneering  and. scientific - re-
search are the. insurance agents
of industry, providing a. perma-
nent endowment of versatility and
vitality. They give America eco-
nomic  strength ‘and increase na-
tional security. They-lead-to new
products ‘and services, cultivate
prosperity-and improve the health
of the nation.

Scxence, through research, has

David Sarnoff

a unique way of edging up to an”

existing industry or business to
completely revolutionize routines
and operations, to increase their
. safety and productivity and “to
provide a better return for labor
on its effort and for capital on its
investment,

Electronics in Business

We in the field of radio con-
sider electronics-pertinent to the .

future of every business.
" It is now feasible to tombine
the automatic devices which have
been’ developed  for  radio-tele-
vision to form a complete elec-
tronic accounting system for even
the largest business organization.
Such ‘a system would provide for
the translation, storage, computa-
tion, processing and printing pf
pertinent facts and information.
‘The burden and cost of record-
keeping and of clerical work have
increased tremendously over the
years. At present it requires
nearly as many people to do the
nation’s paper work as it does to
grow all the crops and to care for

*An address by Mr. Sarnoff before the

Life Insurance Association of America,

Hot Springs, Va., May 28, 1952.

all the farm animals in the United
States. About nine million per-
sons, or 16% of the working popu-
latlon are engaged in clerical
work, Most of these people per-
form tasks involving the entry of
figures in books and ledgers and
operation of mechanical machin-
ery for processing information.
This is a continuing job that must
be done to keep the wheels of our
economy ‘turning,

In . addition, there is another
need that must be met. .

and the problems of business ad-
ministrators increase, the need for
prompt information becomes more
pressing.

Present systems are too costly
and too slow. Moreover, these
systems cannot provxde today’s
information on today’s situation.
Those responsible for making ma-
jor decisions all too often find
that they must shape tomorrow’s
policy on the basis ‘of statistics

which are weeks or months out-,

of-date. 2
" Where millions of individual
{ransactions : are . involved,
need for collecting and processing
vast amounts of information :in-
creases enormously,

Through - the development of

electronic computers a major step
has been taken toward s’olving
the problem of processing the in-
formation accurately and speedily.
The next step is to improve-the
present methods for collecting

As the "
-economy ‘becomes' more complex
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facts -and statistics upon  which’
many business decisions must de- S

pend.-

* An electronic- =ystem ean sclect3-"
from' an’ enormous mass of data

the 'information ‘that -is 'pertinent
to. the' solution .of .a particular
problem. In -effect, one. can
say to -the-machine, -“I want a
report on those areas in which our
sales quotas have fallen short by
more than 20%.” .And the machine
will provide it in a few minutes,
Also, it-will go on from there and
provide whatever else the col-
lected data can reveal.

Electronic Computers

As insurance-executives, there-
fore, I believe you will find the
electronic computer most interest-
ing among.the many new elec-
tronic developments now ‘under-
way, since it holds tremendous
promise for use in the conduct
and simplification of your bUSl-
ness.-

Through man’s mventxve and
engineering ingenuity, electronic
computers have been made to add,
subtract, multiply and divide. Be~
sides, they can memorize the re-
sults.of these operations' in such a
manner that they are immediately
available for another operation.
There is every promise that these
electronic systems  can graduate

Continued on page 29
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AND COMPANY

BELLS ON THEIR TOES

The dough we pay - for obsoletes
will give you that “bells on your

toes” feeling, See us today.

Obsolete Securities Dept,
99 WALL STREET, NEW YORK
Telephone: WHitehall 4-6551
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Price Provisions in Syndicate
Agreements and the Sherman Act

Syndicated public offerings of securities distinguished from
monopolistic price practices in the sale of commodities. Suc-
cessful flotation of State, municipal and corporate issues
makes imperative uniform public offering price during short
initial offering period. Definitive legislation essential.

As we proceed to consider the validity of p;‘ice fixipg
provisions in syndicate agreements for the primary dis-
tribution of securities, it is well to bear in mind that these
have never been passed upon in a court of law.

In the course of the trial of certain investment bankers
now in progress in the Southern District of New York be-
fore Judge Medina the Government had a n_lotlon pending,
joined in by some of the defendants, asking for an en-
largement of the issues so that the legality of these price
fixing provisions would have come squarely before the
Court for decision. However, the Court has since denied
this motion, so that the situation remains as it was.

Section 1 of the Sherman Act says: “Every contract,
combination in the form of trust or otherwise, or conspir-
ary, in restraint of trade or commerce among the sevgral
States, or with foreign nations, is hereby declared void.”

There have been numerous decisions defining this
Act as it relates to commodities generally. These deter-
minations can cause confusion unless certain distinctions
between commodities and the initial offerings of securities
are understood. !

Price maintenance as to one security during a rela-
tively short period of distribution, usually from 10 to 30
days, is different from schemes affecting the long-te;m
marketing of consumer goods for the purpose and with
the intent of permanent price fixing toward a monopolistic
end through the erasure of competition.

The offered security, besides being in competition as
an investment with every other security then already on
the market, is also in competition with all other initial
offerings of the same grade then pending. :

There is also competition among the numerous invest-
ment banking firms who combine to acquire the new
State, municipal and corporate issues in the first instance.
The successful group must then enlist the aid of houses
19 retail the securities to the public throughout the country
in competition with rival groups or syndicates trying to
effect the distribution of other issues.

The whole set-up is one for the promotion rather than
the stifling of competition, a promotion 'of ‘cormpetition
which is intended to gain the public favor so as'to' stim=
ulate and accelerate the distribution of the new security.

Aside from our industries, our States and municipal-
ities raise much of the monies which make possible their
functioning through the medium of these underwriting
syndicate contracts containing price maintenance provi-
sions. Marked havoc would result if such provisions were
not enforceable. The orderly raising of capital by indus-
try and with which to run our State and municipal gov-
ernments would be hampered. Everyone in this country
has a stake in seeing to it that there is no question regard-
ing the validity of these agreements.

. In areview of disciplinary proceedings involving the

" alleged violation of price maintenance provisions in a syn-
dicate agreement relating to Public Service Commission of
Indiana bonds, the Securities and Exchange Commission
said in 1945:

“With the use of the syndicate, the investment bank-
ing process developed several distinct stages: (1) the pur-
chase of the issue from the issuer by one banking house,
or a small group of firms; (2) in some cases, the formation
of a small original purchase group to take over and spread
the commitment involved in the original acquisition of the
issue; and (3) the formation of a syndicate or banking

e

Sioux Oi1L Co.
COMMON STOCK

Inquiries Invited

=1

A Producing, Refining and Distributing Company ’
| i

|
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1

- JAMES M. TOOLAN & CO.

67 WALL STREET New York 5, N. Y.
» HAnover 2-9335 Teletype NY 1-2630
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group to purchase the securities or to underwrite the sale

to the public, with the managing or originating banker

directing the ultimate distribution for the account of such

syndicate.
4 *® % *

“The practice of combining to purchase and sell secur-
ities at agreed prices is not merely an arbitrary outgrowth
of tradition or a conscious attempt to avoid competition,
but arises in large part from conditions and needs peculiar
to the business of raising capital.”

These agreements accomplish their purpose by provi-
sions fixing the public offering price and arranging for
the maintenance of that price during the limited period
of the offering. These provisions are intended to assist in
an orderly distribution.

The syndicate distribution of securities by under-
writers has developed in response to the expanding need
of States, municipalities and industry as a natural function.

In its Public Service of Indiana release the SEC said:

“Our views on the application of the anti-trust laws to
the securities field may be summarized as follows: The
mere making of agreements containing provisions for a
fixed offering price, price maintenance and stabilization
is not per se unlawful. But, like many other contracts,
these may be entered into and performed under circum-
stances that amount to an unlawful suppression of compe-
tition. We have already noted certain factors by which the
lawfulness of the syndicate may be judged. Among these
are: the size of the group in relation to the size of the issue,
the suppression of competition in bidding or negotiating
for the business, and the duration of a syndicate dictated
by the manager and major underwriters.” ‘

Remembering that this view is that of an adminis-
trative agency whose attitude is coupled with the interest
of constantly seeking an extension of its powers, the quota-
tion is significant.

Here is yet another quotation of value from a source
which, for the time being, must remain nameless:

“In view of the conspicuous dissimilarities between

‘securities and ordinary commodities in trade, it should be

observed that few commodities fluctuate in price as sensi-
tively as do securities. Few commodities are traded in such
a nationwide and open market. Many commodities which
are subject to relatively wide price fluctuations —e.g.,
agricultural products—are protected by government sub-
sidies, governmental price-fixing, and hedges . through
trading in futures, while State Fair Trade Acts and the
Miller-Tydings amendment to the Sherman Act specifically
authorize certain price maintenance agreements in the
merchandising of trade-marked products. Yet, in spite
of these aids to distribution, which indicate the public
interest in minimizing speculation in common inventories,
a middleman’s mark-up as small as the spread received
by investment bankers would be considered impossibly
low in the distribution of commodities.”

Current syndicate agreements date back to somewhere
between the 1870s and 1880s. During all of the interim to
date no court in this land has passed-upon the legality of
the price maintenance provisions in such contracts. Con-
sidering the fact that during that time billions of dollars
in State, Municipal and Corporate securities have been
underwritten and distributed it would be hard to believe
that many opportunities to question such legality had not
heretofore arisen. That such question has not been raised
up to now would seem to indicate that there has been
a general acceptance of the view that the price mainte-
nance provisions in syndicate agreements for the distribu-
tion of primary issues are generally regarded as valid.

Such general acceptance is readily understandable in

the light of all the distinctions that have been drawn be-
tween the flotation of new issues and the sale of com-
modities generally, and in the additional light of the pur-
pose of these syndicate agreements to sell securities in
competition as distinguished from the price fixing purposes
sometimes incident to the sale of commodities by groups
operating in restraint of trade. :

However, there ought to be no uncertainty of any
kind. To set the matter at rest, the best solution weuld
appear to be a Congressional enactment which will spe-
cifically exempt the price maintenance provisions of these
syndicate agreements from the operation of the anti-price
fixing and anti-monopoly laws.

EDITOR’S NOTE—The “Chronicle” will be pleased
to receive comments on the views expressed in the above
article or on any related phases of the subject. They will
be published anonymously if the writer requests that his
identity not be revealed. Address communications to Edi-
tor, “The Commercial and Financial Chronicle,” 25 Park

£ ' ~_ Place, New York 7. " - -

Continued from page 2

COMING EVENTS

June 20-22, 1952 (Minneapolis,
Minn.)

Twin City Security Traders As-
sociation annual summer outing
“Operation Fishbite” at Grand-
view Lodge on Gull Lake.

June 20, 1952 (New Jersey)

Bond Club of New Jersey an-
nual outing at Rock Spring Club,
West Orange, N. J.

June 27, 1952 (Cleveland, Ohio)

Cleveland Security Traders As-
sociation summer outing at the
Westwood Country Club.

June 27-29, 1952 (Coronado, Cal)
Security Traders Association of

Los Angeles annual spring outing

at the Hotel del Coronado.

June 27, 1952 (New York)

Investment Association of New
York annual outing at the Sleepy
Hollow Country Club.

June 27, 1952 (New York City)

New York Security Dealers As-
sociation annual outing at Hemp-~
stead Golf Club, Hempstead, Long
Island.

June 28, 1952 (Chicago, IIL)

Bond Traders Club of Chicago
summer party at the Chevy Chase
Country Club.

Aug. 22, 1952 (Denver, Colo.)

. Bond Club of Denver - Rocky
Mountain Group of IBA Summer
Frolic at the Park Hill Country
Club.

Sept. 19, 1952 (Chicago, II.)

Municipal Bond Club of Chicago
annual field day at the Knollwood
Country Club.

Sept. 28-Oct. 1, 1952 (Atlantie
City, N. J.)
American Bankers Association
Annual Convention. !

Oct. 5-7, 1952 (San Francisco,
Calif.)
Association of Stock Exchange
Firms- Board of Governors Fall
meeting at the Mark Hopkins

P =t
GREAT WESTERN
PETROLEUM CG.

Common Stock
Price $1 per share

Offering circular on request

STEELE & CO.

Member Nat'l Ass'n Securities Dealers, Inc.

52 Wall Street, New York 5
Dighy 4-6548
N phiA o

X VN
We offer

| TRANS-AMERIGAN
PETROLELM
CORPORATION

COMMON STOCK
Price 50¢ per.share

OFFERING CIRCULAR
SENT ON REQUEST

WEBER-MILLICAN CO

Members National Association of
Securities Dealers, Inc,

50 Broadway, New York 4
{ BOwling Green 9-6162 H

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




Volume 175 Number 5124 . ... The Commercial and Financial Chronicle

('

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

The
State of Trade
and Industry

\ )

The holiday week-end and labor unrest had a slight slowing-
down effect upon overall industrial production in the period ended
on Wednesday of the previous week. Many plants shut down in
observance of the Memorial Day holiday, while others closed due
to strikes.

Aggregate industrial output did not quite equal the high level
of a year ago. Claims for unemployment insurance benefits held
at the prior week’s level, but were about 15% above a year ago.
Initial claims rose for the first time in six weeks.

Employment during May continued to climb. On the tenth
of the month, there were 61,176,000 job holders, more than a
million above April levels. “Employment has never been at a
higher figure in May and unemployment is at a near minimum,”
Secretary Sawyer of the United States Department of Commerce
noted.

Steel ingot production was reduced to a trickle by the walkout
which followed the Supreme Court decision invalidating govern-
ment seizure, Steel stocks were generally sufficient for at least a
month’s operations in most industries.

Steel loss because of strikes will by the end of this week
approach the $,000,000-ton mark, according to “The Iron Age,”
national metalworking weekly. When negotiations fell through
on Monday of this week it was almost a sure sign that more serious
steel losses were in prospect for next week and perhaps for other
weeks. Despite reports from the union side that money matters
were also a bar to settlement, the major stumbling block and
probably the only one is the union shop issue.

The third offer of the steel industry which amounted to an
average of 16 cents an hour on wages and close to 6 cents an hour
on fringe was a reconstruction of most of the Wage Stabilization

Mounting Congressional and public pressure gave pause to
‘both sides early this week in an effort to settle their differences
before the steel strike became a national topic of frustration, this
trade journal notes. :

An inside story on the union shop issue indicates that Mr.
Murray is strong for this feature because he wants to become
competitive with the United Mine Workers Union which was
“given” the closed shop in December, 1941, by the Administration.

Arguments that steel firms recognize a closed shop among
other groups of employees in the steel industry should be qualified
to some extent. In those cases, states this trade journal, the steel
.industry has little or no control over working conditions because
‘the bulk of those groups such as coal miners and railroad workers
represent large segments completely outside of the steel industry.

Statistically, steel supplies in the hands of customers were
fairly heavy. From a distribution basis there -were plenty of
‘serious spots, states this trade weekly, where (1) supplies were
insufficient to .maintain strong manufacturing schedules; (2)
'supplies were sufficient for no more than two more weeks of
-operation, and (3) supplies were so unbalanced that even though
total inventories were large shortage of specific items urgently
needed would make the heavier stocks useless.

Throughout the entire negotiations recently there has been no
question of steel prices, This indicates that secret assurance was
given the industry that an adequate price advance would be ap-
proved upon settlement of the wage negotiations, concludes “The
Iron Age.” ;

In the automotive industry car and truck manufacturers have
only enough steel to sustain production for the next two weeks,
states “Ward’s Automotive Reports.”

Steel shortages, plus serious imbalances of inventories, are to
blame for the present situation. Report of 45-t0-60-day stocks do
not take into consideration the fact that for weeks past car makers
have been consuming steel twice as fast as they have been receiv-
-ing it, this agency pointed out. Incoming shipments have been as
much as 60% below schedules ever since the two brief strikes
occurred in steel mills earlier this year.

“However, even this may only serve to postpone the day of
reckoning, since already many car makers can see the bottom of
the barrel in some steel items,” according to this trade publication.

Price levels of consumer goods.are unlikely to reflect anv
“major change” in the immediate future, the Federal Reserve Bank
of New York said in its monthly business review. Supplies of
most items, it added, now appear adequate, and “many lines have

capacity available to offset a resurgence of demand.” The review -

.concluded, “the-picture is one of reasonable balance between sup-
ply and demand at a high level for the rest of the year.”

! Construction outlays in May rose to $2,700,000,000, a new
high for the month. This lifted expenditures for the first five
months of 1952 to $11,900,000,000, a $400,000,000 increase over a
year ago, the Commerce and Labor Departments reported.

Under new government regulations effective on Wednesday
of this week, housing credit controls were relaxed and down-
payment requirements on home purchases were lowered, but no
change was made in the time allowed for paying off loans for
this purpose. The down-payment on-houses costing $7,000 or less
was cut to 5%, from 10%, and for dwellings costing $25,000 or
more, the reduction will amount to 40%, from 50%. In between,
the down payment schedule rises from 10% to the 40% maximum.
Veterans will be exempted from down-payments on homes costing
up to $7,000.

’ The new terms do not affect credit regulations for commercial
construction, which will also be relaxed shortly.

There was a slight increase in the number of new stock corpo-
rations formed during April, Dun & Bradstreet, Inc., discloses.
New businesses chartered last month rose 4.8% to a total of 8,284,
from the March figure of 7,902. They were 8.2% above the 7.653
for April last year, but were down 1.1% from 8,375 in April, 1950,

Continued on page 47
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Can We Do Business With Stalin?
By A. WILFRED MAY :
This is the ninth in a series of articles by Mr. May

following his attendance

nomic Conference in Moscow, which he covered as
an accredited correspondent. .

Not only at the recent Inter-
national Economic Conference in
Moscow, but elsewhere continu-
ally,* is ‘the plea being ad-
vanced that
the West can
and should,
for the cause
of world peace
and prosper-
ity, make a
vigorous
effort to es-
tablish trade
relationships
with the
Kremlin and
its satellites.

The cold
hard fact that
the decision
whether there
shall pe trade
does not lie with the West is
clearly instanced in the current
impasse that has developed in the
Russia - Norway trade relations.
Involved is renewal of the treaty
between those countries, which
was initiated in 1949 and expired
in January, 1952. The pact, whose
three-year renewal was offered by
the Norwegians and turned down
by the Kremlin, consisted of a
relatively broad trade agreement
embracing about 20 separate com-
modities. In the absence of re-
newal of the agreement, the two
countries’ trade relationship has
since last January been tenuous
and restricted .to but two or three
materials, as herring and alumi-
num shipped eastward to Moscow
in exchange for some manganese,
wheat and rye—and on a strictly
barter basis. And even in the case
of the aluminum, the Russians have
acquired but 1,000 tons instead of
the 10,000 which they want. The
negotiations have followed more

and - more = barter technique, in
line - with Russia’s trading tradi-
tion. )

The reason for the great reduc-
tion in the number of commodi-

A, Wilfred May

**“Can We Do Business with Stalin?”,
with the writer defending the negative
position, was the topie of this week’s
lAinversity of Pennsylvania Forum of the

ir.
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The Realistic Political Framework

.. But,, most importantly, must
our wishful thinkers be realistic
by appreciating the fact that the
economic considerations are en-
tirely secondary to the political
framework within which they are
occurring—that the Kremlin-ites
with their pious representations
about trade truly function as po-
ties covered by the stop-gap ar- litical wolves masquerading in
rangement lies partly in the fact €conomists’ sheep’s clothing, They
that Moscow here also has been must realize that in the case of

insisting on getting strategic ma- all state-directed trade, and has

terials — including molybdenum Proven to be true to the nth de-

at the International Eco-

' aluminum and steel alloys—ma- £ree in the case of Moscow, the

terials which, as a NATO member, business will be turned on and off
Norway is prohibited from sup- to follow the dictates of political
plying. But in the past the Nor- Strategy. ) . .
wegians have also supplied the Such autarchic-political domi-
Soviet with a liberal proportion nation of international trade pdlicy
of non-strategic goods, which she is clearly evidenced by the Krem-
is still prepared to sell. The lin-dominated empire’s past rec-
Russian’s refusal of the non- ord, which must not be overlooked
strategic goods here is particularly by Westerners with optimistic
glaring because of the voluble expectations. In 1950 the for-
propaganda-line voiced at the €ign trade done by the world’s
Moscow Conference and elsewhere Communist - dominated - countries
posing themselves as eager-beaver amounted to only 4% of that done
customers for non-strategic as Py the rest of the world—a situ-
well as strategic goods. Another athn reflectmg traditional Russian
of the numerous instances where Policy and philosophy rather than
the Russian’s concurrent actions the democracies’ current embargo-
supply the ‘definite answers to ing of strategic materials’ exports.
their words! In the early 1930s, after the rela-
tively large-scale trade period of
Trading Efforts Off-the-Beam 11_932-.33(1 m;)t.ivl«'flteq by thg Kr?l’ﬁ-
Not only in Norway, but in ‘m’s industrialization needs, with-
many othér sectors, has it been In two years—I1934 and 1935—
incontrovertibly demonstrated that imports were reduced by a full
much more than a nice try is S
needed by the West to restore One is forced to barter-with-
trade. Similarly, with Britain’s the Tartar, and in the ways suited
textiles have the Russians shown to the exigencies of this State’s
before and after the Moscow Con- decreed economic and political
ference, that actually they are not interests of the moment.
customers, excepting possibly of = Because of the political motiva-
insignificant quantities and only tion dictating all the Soviet’s pol-
with a tie-in with the strategic icies, including the economic,
and near-strategic goods which Western and FEastern business
they want for war-making pur- negotiators will always be speak-
poses. And in China, with the ing to each other in double-talk.
Russians’ Conference protests . In view of the Kremlin’s evi-
against Western stoppage of trade gences again and again of its
with Red. China still echoing, worldwide political aggression
businessmen in Hong Kong dominating its every move in all
were squeezed into making a com- fields, how can we take the risk
plete withdrawal. . that it may now be otherwise?
It must be realized that the So-  Highlighting this political-eco-
viet barter trade offers, even if nomic divergence, and the incon-
they were sincere, would not sistency between a Silk Curtain
solve the difficulties of our Euro- for trade being combined with an
pean friends, because Moscow does Iron Curtain for politics, is the
not need those categories of goods ©atis type of incident. How can

which the West has for sale, and our businessmen possibly have an
the West doesn’t have available appetite for traveling to Moscow

for sale those goods which Moscow —°F any of its satellites to nego-
so desperately needs and would tiate in the face of this clearly-
buy, either with or without tie-in. Continued on page 11
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Ahead

of the News

By CARLISLE BARGERON

' Probzbly the silliest propaganda
in the Republican Presidential
campaign is to the effect that this
is a Democratic country with a
capital D, and
in order for
the Republi-
cans to win
they must
have a candi-
date who can
entice Demo-
crats to the
Republican
fold. That
candidate
must be sort
- of a hybrid,
part Democrat
and part Re-
publican, He
would have a
chance, we are told, because the
eountry is really burned up’ over
the corruption'in government un-
der the Democrats and the Korean
fiasco and the high taxes, etc. But,
the people aren’t burned up enough
over these things to take a whole
Republican, only part of one. The
indignation of the people, it seems;
is limited. ; b
The plain fact is that the state«
ment about this being a Demo-
cratic country is meaningless.
From 1932 on the country has un-'
questionably voted Democratic.
Prior to that time, from 1920 to
1932 it voted Republican, ‘There-:
fore, presumably, on the basis of
the present contention that the'
country is Democratic, it was Re~
publican. Before that it was Dem-
ocratic, before that it was Repub=
lican and so it has been all down
through our history. The Repub
licans have a siege of power an
then the Democrats come in for
a run. it
As to just whether the: country
tfoday is Democratic or Republican’
is anybody’s guess. A Democratic
Administration is in power but it
doesn’t follow that the majority of
the people are Democrats. If they
are, it makes no difference whom
the Republicans nominate. On the
other hand, if the people are
enough fed up they will kick the
Democrats out next November and
bring the Repubplicans in. Then I
suppose it will be said we are a
Republican country. The fact will
simply be that enough people were
fed up to effect an overiurn.

Carlisle Bargeron

y

I can’t accept the thesis of the
Eisenhower supporters that the
country is fed ‘up enough to vote
for a part Republican but not a
whole one, particularly with the
General seemingly considering it
to be his main job just now to
convince the country he is not a

¥t part Republican but a whole one.

For every Democrat he might pick

up who didn’t intend to vote Re-
1 publican anyway,
1 assured he would lose a Repub-

you can rest

lican.
The danger to the Republicans

¢ with Taft as the nominee is not

any lack of popular appeal on his
part. It lies in the determination
of an influential element in the
Republican party that our future

~economy must be tied in with

spending in Europe, and if a cor-
rupt Democratic Administration
must, be kept in power to accom-
plish that, then that must be done:
But if the people of the country
are really fed up enough to throw
the rascals out, they. will do:it in
spite of this crowd.

Indeed, it is my belief that this
crowd is going to be in a very
unhappy state in the next few
weeks, which is to say that it looks
now as though Taft is not going to
be stopped. This is not my feeling
alone, It is the growing feeling
an Canitol Hill among Republi~
cans and Democrats alike.

The squealing about ‘the so-
called Taft steamroller ‘tactics in
Texas and other Southern States
is an indication of the nervousness.
on the Eisenhower side, Dire croc-
odile warnings by newspaper sup-
porters of the General that it was
this same sort ot <team rojer - o -
that ruined William Howard Taft
in 1912 should be taken with a
grain of salt. What happened this
year in Southern States is hardly
analogous to 1912. An important
difference is that.in 1912 a very
vain man, Theodore Roosevelt,
was determined to be President
again or wreck the Republican
party in the attempt. He accom-
plished the latter. William How-
ard Taft controlled the Southern
delegations through the power of
patronage. He was President, seek-
ing reelection. Then, as now,
Southern political novices set up
contesting delegations in the hope
of attaining some political stand-
ing. They were bowled over at
Chicago. by the Taft-controlled
convention.

It is different this time in that
the Southern Republican delegates
are not controlled through any
patronage power. Taft has had no

_patronage to distribute. Money has

undoubtedly played a part but
there has been just as much money
on the Eisenhower side, to say the
least. :

There is a similarity in the con-
testing delegations that have been
set up by the Eisenhower man-
agers, They are political newcom-
ers, Democratic voters all their
lives, who see possibilities of po-
litical standing and patronage in
the disturbed political conditions.
To contend that they held regular
and orderly conventions and were
duly elected, while the old Repub-
lican organizations just met and
did what they wanted to do, is to
my mind, ridiculous.

With the exception of Tennessee,
Florida and Virginia, there is no
Republican party in the Southern
States to have primaries or con-
ventions for the selection of dele-
gates. The so-called Republican
organizations are but tight little
groups and owe their standing to
recognition ‘every four years by
the National Convention. Occa-
sionally one crowd is installed and:
another kicked out. :

But the organizations or the’
crowds that are behind Taft this
vear and the ones that won't let
the Democrats move in and take
over are the same groups that
were recognized by the Conven-
tion four years ago, the Conven-
tion that nominated Dewey.

The Commercial and Financial Chronicle . . . Thursday, June 12, 1952

Im}esting

for Profit

By GEORGE C. ASTARITA

Associated With Colorado Springs, Colo.,
Office of Boettcher & Co.

Mr. Astarita discusses such-investment topics as (1) proper
selection of a particular security; (2) flexibility in judgment
regarding switching from securities held and replacing them
by others; (3) fitting securities to investors’ individual needs,
so as to obtain, as desired, safety of principal, income and
appreciation. Stresses value of diversification in security hold-
ings, but warns it is no assurance of safety. Reviews types of
investment companies and reveals advantages and disadvan-
tages of each to uninitiated investors.

I

Selection
Selection of the particular se-

* curity, not timing of the market

swings, is the first and most im-
portant ingredient in the recipe
for success in
making money
in the market.
One must
possess a full
realization
that the per-
son doesn’t
live who can

AR

'time stock

market
swings. Yes,
one can recog-
nize " certain
major ‘trends
and from time
to.time he can
catch the

George C, Astarita

" minor swings as well, but over a
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long period there has never been
any financial service, institution

“or-individual who has been con-
* sistently right on stock market
' gyrations. ‘Humble yourself to the
- extent that you are not going to

be the exception to this rule. Stop

' gazing into the crystal ball and

making guesses as to whether or

- not the market is going up or

down. To assume this objective

I attitude is easier said than done

but it is of vital necessity for suc-
cessful market operations. One
must close his ears to rumor
mongers.and financial gossip con-
cerning market trends. He must
be adamant in his decision to for-
get the market as a market and
instead to concentrate upon select-
ing those securities which will
perform ‘well more or less regard-
less of market cir;cumstances.

If you will go along with. this
thesis and will steel yourself to
the necessity of thinking only
about the individual security and
not the market, then you are
ready and in a position to take
advantage of many opportunities
which exist in special situations.
The reasoning behind .the prin-

, ciple of selection rather than tim-

ing the market is simply this: If
you select a security which repre-

‘' sents a company in the process of
- growth you will find that that se-

curity will do better than the
market; if the market goes down,
the security should hold up better
than the market; if the market
stays on an even keel, your secur-

ity should rise gradually; if the
. market goes up, your security

should go un considerably faster
than the market.

If I have labored this point it
is only because the principle in-
volved is so important, Few of us
can be market experts but many

. of us can determine which stocks
. are more attractive than others,
‘much the same way as we can
i determine exceptional values in a

department store.
All right, you say.that.you .are
ready and willing to abide by this

. all-important principle .of selec-

tion, but how do you go about it?

“'The answer is simply that you
«hmust be.a good judge of security-
: values just as you would be-a

good. judge of automobiles, cloth-

the 1,200 or so listed securities on
the New York Stock Exchange,
the 800 or so on the New York
Curb Exchange or the thousands
traded on the Over-the-Counter
market, and you will find bar-
gains based on comparative val-
ues. That is to say that all securi=
ties do not at all times sell in an
exact relationship to the values
which they represent. Certain se-
curities will be what is called “out
of line” with other securities in
the same category. If you will

+ find those particular ones you will

be finding values and if you buy
values you - will make money.
Think of it in-terms of 'a’ fruit
stand. I am sure that you are
careful to select the finest-quality
melon, plum .or bananain the
group because -you' pay -no-more
for it than the not-so-attractive
ones reposing alongside.  If you
will do the same in' the -selection
of securities you will- find that
you will obtain better values and
therefore your investments will
make money for you.

The next question is, what de=-
termines value? Most of us are
familiar with the usual yardsticks
of assets, earnings and dividends.
These are good yardsticks, but
they are not the sole measure-
ments of security values. All of
these measurements are available
in the financial manuals and
clearly depict the past record of
any given company.  Using solely
these measurements one is able to
do a good job of selecting com-
parative values but if he will read
between the lines he will do. a
still better job.

By reading between the lines I
mean formulating judgment on
the most probable future course
of any given company. The past
record often affords a good
guide to the future but it should
be used only as a guide and not
as a final determinant. Too many
people look onlv at the past and
attribute too little judgment to
what the future may hold for the
operations of a company. To carry
this to an extreme, it could be
pointed out that at one time there
existed companies engaged 'in the
manufacture of buggy whips, and
based upon the past records: of
these companies, one could very
well have. bought a buggy whip
stock ‘at the time the automobile
was about to come into existence.
The past record, therefore, must
be used judiciously and perhaps
even more attention paid to what
the future holds for the fortunes
of a company.

To gauge the future you must
keep ‘abreast ‘of daily develop=
ments in the political, economic
and even the psychological world.
That is a pretty trite statement,
but nevertheless true. In selecting
any particular security you have
to know something about the prod-
ucts or services which that com-
pany has to offer—whether or not
they are good, -mediocre ‘or-above
average. You have to know some-
thing about the ability of the com-
pany to distribute these products
or services over a wide fiel{ and
yet at a cost which is moderate.
You should know whether or not
the company in question is capable

Kuhn, Loeb & Co.

ing, houses or any of the other of promoting the sale of its prod-
- hundreds of necessities which go ucts or services in an efficient and
to make up your daily living. On superior manner. It goes without
‘any given day you can go over saying that the company should
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be able to produce at a cost which
will permit adequate profits and
that it has comfortable finances.
Finally, you should make sure
that the company possesses an ade-
quate research staff in order that
its products or services may con-
tinue to stay ahead of the parade.
If you as an investor do not feel
capable of this rather large task,

“then it is wise for you to accept

the counsel of an institution or an

- individual in whom you have con-

fidence to perform the job for you.
But to get back to the problem

“of actually making money for
. yourself, it is my responsibility to

tell you how I think you can best

_do it. Take a good look" at every
. piece of news having to do with

the financial world, and few items

are published which do not have

“some bearing on the course of the
" securities markets. Learn to eval-
“uate news events and changing

trends in the economy. If atomic

_power, for example, is to be the
‘'big feature of the next industrial

. revolution, then it will pay you

to seek out those companies which
stand to benefit from this devel-
opment. It may' be too early to
capitalize on what is to come in
this. industry, but not too early to
be alive to the possibilities. Think,
too, what effect the development
of atomic power might have on

" the oil industry, It is altogether

- possib’e that oil may become as
- decadent as coal with the advent

of atomic power applied to gen-

Ceral jindustry and.househeld usage.

Of course, that is doing some

., dreaming,: but, nevertheless : the

example  points up. the, principle

cess is as simple as that. All one
has to do is to recognize the
changes which are constantly tak-
ing place and to take advantage
of these changes if it can be rea-
sonably assumed that they will
benefit the industry or the com-
pany in question,

Select for investment those se--

curities which hold promise for
the future. Careful reasoning based
on obvious facts and trends will
do ‘the trick. Use enthusiasm and
perseverance in performing your
selection just as you would ‘in
choosing a new hat or a spot for
a vacation. And I think it should
be said here that no cynic or pes-
simist has ever made a fortune in
the stock market. One must be
optimistic and believe in the
growth of well managed compa-
nies and in the continued expan-
sion of the United States itself.
Seldom has it paid the investor
to liquidate all of his securities
and in any event all well-selected

stocks have always attained new
highs after every set-back.

So, just as'I have said for you
not to listen to comments on the
general market, I say to you to
listen to comments on individual
securities. Listen, but do not be
stampeded into acting on purely
hearsay. Check your informa-
tion carefully. Make sure you
have a basis in fact for expecting
that particular security to do bet-
ter ‘than other securities. Once
you have made up your mind, act
accordingly and forget about the
market. Selection, not market
timing, is the key to investment
success. '

1

Flexibility

Investment 'is mnot an exact
science and therefore one will

make innumerable mistakes. It is

not so much the mistakes them-
selves which will hamper one’s
successful operations as it is the
human failing to correct the mis-

takes quickly. It just
though, that most human beings
are not constituted for the admis-
sion of error and for the accept-
ance of losses. Failure to take
losses has cost more - investors
more money than can ever be
counted. And strangely enough,
few people’ realize that the losg
exists whether it is taken or not.
How much better to admit an
error in judgment and to take the
loss in. order to put the funds to
better usage elsewhere. It is all
very well to persevere in the hold-
ing of a security provided that
security continues to do well, but
to persevere in holding a security
when it is performing worse than
the market is financial folly.
Pride of opinion is costly in finan-
cial operations. To be successful
marketwise one must be flexible
in changing his opinions.
Another example of flexibility
is' willingness to repurchase a se-
curity sold at a lower price. Here,
again, human nature rears its ugly
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seems, head to the detriment of invest-

ment success. I dare say there is
not one person in a thousand who,
having once sold a stock, can
bring himself to buy back that
stock at a higher price. And yet,
time after time, it is necessary to
take this course of action. Because
one is familiar with a stock which.
he has once owned he perhaps can
recognize the wisdom of buying it
again. But few persons will take
advantage of such wisdom when
the cost price is higher than the
selling price. How silly not to re-
purchase a stock just because it
once was sold at a lower price!
What bearing has the former
transaction on the one about to be
made? The stock may well be a
better buy at twice its former
price. Remember that changing
conditions call for changing ap-
praisals of security values. Be
flexible!

For my part if I own ten or 20
Continued on page 16

involved; that is.to, say, one must.-

be constantly abreast .of changing.

" conditions in order to properly
" appraise the effect of these devel~
"~ opments on the securities markets.

Perhaps a better example might
be to consider the current defense

.program and its effect on security

values. In other words, if we are
going to experience large expen-
ditures on the part of the govern-
ment for armament for an indefi-
nite period of time, I think we
shall find that many securities in
the heavy industries will perhaps
acquire a better investment status

“in that the continuity of earnings

will be more assured. Cyclical se-
curities always sell low in relation

o earnings and dividends because

they are subjected to sharp ups
and downs in the economy, Elimi-

- nate to some extent these cycles

~and you have eliminated, to a

large degree at least, the irregular
nature of the earnings and divi-
dends. A security which is regu-
lar in its reporting of earnings and
dividends naturally sells higher in
relation  to these measurements

' than one which is irregular in the

same respects. That is not a pre-
diction on my part, but is simply
another example ‘of what 1 call
investment reasoning, or the ex-

ercise of judgment in the light of

changing conditions.

Look at what happened to the
rubber industry when synthetic
rubber came into being. Over-
night the industry changed from
one of a very speculative nature
to one of fair investment grade.
Why? Because the stable price of

.synthetic rubber eliminates the

wide variation in inventory values
resulting from sharp price changes
in natural rubber. One could have
profited handsomely - simply by
recognizing the basic economic
changes taking place within that
industry brought about by scien-
tific development. More or less
the same thing is now. happening
in the carpet industry with the
advent of the use of rayon in the
place of wool. As time goes by I
feel that the carpet industry will
take on a more stable .character
as the result of this development,
and that therefore the securities
of the carpet companies will gain

in investment stature. One does.

not have to be a seer to recognize
the vast potential inherent in the

air conditioning industry or in.
petro-chemicals, Investment suc-
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- You learn a lot about people from 140 years of banking

You learn respect for people’s courage—
for the magnificent way they have faced up to
every national crisis and brought the nation
through stronger than ever. (The War of 1812

started two days after our Bank was chartered

on June 16, 1812, and we have served our coun-
try through every war and depression since.)

You get a sense of people’s inter-dependence
—from. long experience with the mutual benefits
of foreign trade. (Our Foreign Department started
in 1897. Today we have 56 Branches overseas.)

You appreciate the value of neighborliness.

City Bank started as a small-town bank, with

a neighborly knowledge of the problems and

needs of its customers. Youw’ll find this same-

friendly spirit today in our 67 neighborhood
- Branches in Greater New York.

You get proof of people’s honesty —from
lending over two billion dollars in small loans
through the first Personal Credit Department for -
small borrowers established by a big bank.

You gain confidence for the future —The
American people have the qualities of mind and
soul to deal with whatever tests may lie ahead.

It is our hope that The National City Bank of
New York and the City Bank Farmers Trust
Company may continue to deserve the people’s
trust, and keep on playing their part in the devel-

opment of our country.

Member Federal Deposit Insurance Corporation
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_Bankers Must Anticipate an

- Economy of Overproduction

By WARREN R. FORSTER*

. Senior Vice-President, Hamilton National Bank,
Washington, D. C.

- After reviewing conditions some 20 years ago, which he con-

tends were similar to those of

present, Mr. Forster points out

strength of our economy may be tested in next few years, Sees,

as foremost problem, uiilization of our tremendous productive

capacity and urges development of foreign markets for our

industrial preducts. Urges as

precautions, “before big wind

starts to blow”: (1) strengthening banks’ capital; (2) scrutiny
and strengthening of loans; and (3) charging off of do?btful
assets. Cites new and higher concept of bankers’ duties.

It is customary in courtroom
procedure in this country, when an
expert witness takes the stand, to
require him to prove his qualifi-
cations before
proceeding
with his testi-
mony. As to
our “future
problems” and
how best to
meet them, my
authority may
well be sub-
ject -to chal-
lenge. The un-
easy political
equilibrium of
our world
admits of no
certain pro-
nouncement, I
can only offer what the kinder
element may call a considered
opinion, and the ruder set, a fly-
ing guess, in the hope that at least
this convention will be over and
T shall be safely out of town be-
fore I am proven wrong.

But on the subject of “pitfalls,”
I have no qualms whatsoever as
to my qualifications. I have had
a long and intimate acquaintance
with pitfalls=—from the bottom up.
I have been in most of them.
What I have learned not to do, I
have learned mostly by doing it.
If that is not enough, during the
frantic days of 1932 and early 1933
I was on the Washington Exam-
ining Staff of the Reconstruction
Finance Corporation, much of the
time on its Review Committee, so
that in addition to my own vast
experience in making mistakes, I
have had pass before me the mis--
takes, troubles and tragedies of
literally hundreds of banks in all
sections of our country. Some of
you are doubtless asking your-
selves: “Why talk about something
that happened 20 years ago. It is

Warren R, Forster

- *An address by Mr. Forster before the
50th Annua: Convention ot the American
Institute of Banking, Houston, Texas,
June 5, 1952.

the present and the future that
concern us.” Well, it is simply
because it all did happen 20 years
ago that I want to talk about it
now. These past 20 years—and
they must cover the active bank-
ing careers of many of you—have
been years of ease and plenty _for
banks. Deposits have been going
up, and up. Serious loan and se-
curity troubles have been virtu-
ally nonexistent. Aside from per-
sonal problems and the effect of
taxes on. our earnings, we have

' had little to disturb us. We have

been “eating high on the hog.”
We would be more than human
if our self-satisfaction had not in-
creased and our vigilance relaxed

% in these two decades.

It is not easy at this distance to
recreate the grim atmosphere of
1932 and the spring of 1933: the
long lines, sometimes orderly,
sometimes. panicky, the hysteria
and the fear, the board meeings
in the midnight hours, where men,
who all their lives had enjoyed
the respect and honor of their
neighbors, faced the awful pros-
pect of confessing themselves fail-
ures, It is not easy—nor do I be-
lieve it would serve any useful
purpose.  Those of us who went
through it came out with an in-
flexible resolve that it must never
happen again.

It is, however, easy to trace at
least the major causes of that
tragic era. Over -optimism and
unprecedented speculation in se-
curities based on a belief that we
were in a new economic era, that
the law of supply and demand had
been repealed and that values
could move in only one direction
—up; a record increase in the pro-
ductive capacity of the United
States; the completion of the in-
tensive building program that fol-
lowed the slack of the war years;
the. depression which struck all
Europe and forced Britain off the
gold standard in 1931; and, finally,

we must confess, the poor organi-

- securities,

: :zation -of: our -banking system to
. “meet, a.really. serious. challenge to
-its- liquidity..” Somé, although .not

all ‘of 'those  causes  are -present
today. The productive capacity of

the. country has .increased at a.

rate far greater than in the ’20s.
We have had an.'era.of tremen-

-'dous building ‘activity during the

last five or six .years, and there
are already signs of serious finan-
cial difficulties in Europe and
other parts of the world. We. do
not have excessive speculation in
and fortunately our
banking system is now far better
organized to meet a real test of its
liquidity.

The Lessons of the ’30s

From those bitter days we
learned many things, some nega-
tive and some positive. We learned
that greed has no place in com-
mercial banking; that an 8% rate
in a 4% money market is almost
invariably compensated by ex-
cessive risk. Holders of foreign
securities were made tragically
aware of this. We learned that
earning capacity, not reproduction
cost, was the true test of indus-
trial values; that even a first
mortgage on a plant or on rail-
road trackage was no better than
the earning capacity of the plant
or the trackage. We learned that
all of our credit ratios were no
more than figures on paper with-
out ‘a . thorough and complete
knowledge of the asset values
used in computing those ratios.
We learned that the payment of
dividends to bolster the market
values of our capital stocks was
secondary to the preservation of
the integrity of our capital funds
and that capital invested in monu-
mental bank buildings could not
be paid out to depositors over the
counter in an hour of need. We
learned, I hope with some finality,
that the first loss is generally the
cheapest; that prompt action on
undermargined collateral loans is,
in the long run, generally the
kindest, and that banks, while
they should be advisers and
friends of their borrowers, must
never be their partners. We
learned that savings accounts are,
in time of stress, if anything more
volatile than demand deposits. We
learned all over again the age-
old lesson of the necessity of di-
versification, that a bank too com-~
pletely’ committed to one com-
munity, or one industry could not
long survive the depression of that
community or that industry. We
learned, and I believe this lesson
is particularly important to us
now, that only basic values will
stand the test of adversity, that
the man whose worth is built on
equities can be wiped out, but
that the man whose worth is built

on fundamental values: unencum-
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.bered real estate, first mortgages;
-bonds; .unpledged high-grade -se-
«curities, while: his ‘market ‘values
‘may . 'shrink, “will- always have
‘something. 2™, £

On . the constructive 'side; we
learned fromthefinance: compa-
_nies, somewhat to our chagrin; of
the fundamental soundness of con~
sumer credit, and from the build-
ing and loan associatiens of the
fundamental - soundness ' of ' the
amortized home loan mortgage..To
the best. of my recollection, -all

.through this period.of disaster to

banks, no major sales finance com-~
pany, or personal loan company
was forced to the wall. In
the hundreds of banks whose. as-
sets were submitted to the Recon-
struction Finance Corporation for
loan purposes, almost invariably,
with the single exception of gov-
ernment bonds, their home mort-
gages commanded the highest loan
value, and in the few cases where
those mortgages were on an amor-
tized basis, they commanded the
highest value of the mortgage
classification.

Finally, we learned that ultimate
solvency and immediate liquidity
were two different things and that
there must be some means of af-
fording . liquidity to those bank
assets which, while intrinsically
sound, could not be sold in the
open market or rediscounted with
the Federal Reserve. Something
has been done about this. Indeed,
a good many tangible steps have
been taken to insure that the con-
ditions of 1932 and 1933 will not
be repeated. Some of these steps
are legislative and some regula-
tory. Federal Deposit Insurance
has eliminated the likelihood of
unjustified alarm on the part of
small depositors. Through Section
10B of the Federal Reserve Act,
through the Federal National
Mortgage Association, through the
establishment of more or less
broad markets for real estate
loans, new convertibility has been
afforded bank assets. Investment
in securities has been confined by
law and regulation to high-grade
bonds, and dealing in securities,
other than government and cer-
tain classes of municipals, has
been prohibited: Investment in
affiliates has been strictly regu-
lated. The law has done what it
can to improve the standards of
bank ethics and practice, but far
beyond what can ever be accom-
plished by legislation, the bank-
ing profession itself has emerged
from the depression with a new
concept of its responsibilities;
with a new concept of liquidity;
and with a new concept of the
proper ratios of loans to deposits
and capital funds.. We had always
known that our responsibility and
purpose in life was threefold: to
preserve the integrity of our de-
positors’ funds; to promote the
financial well-being of our com-
munity by the judicious extension
of credit; and to pay a decent re-
turn to our stockholders, but per-
haps it took the great depression
to place those responsibilifies in
their proper order.

‘All this was nearly 20 years ago.
During those 20 years, in spite of
wars and rumors of wars, we have
enjoyed unprecedented prosperity.
Our deposits have grown L.y leaps
and bounds. If 1s true that much
cf this prosperity and much of the
deposit growth has “een on bor-
rowed money, on government
deficit spending. This is, perhaps,
neither the time nor the place to
discuss the ultimate soundness of
the rise in our standard of living
during the Roosevelt and Truman
eras. 1 have no desire {0 introduce
politics into this talk beyond the
extent to which politics is a neces-
sary part of economics. What we
are concerned with is the effect

s.of this 20-year period upon our
,.bank . picture foday and in the
*“Miscernible future. During that pe-

riod our deposits have grown far
beyond the ability of our-eapital
funds-to keep paeé frem accumu-

lated -earnings, or; in most -cases,

+ from: mew -capital .issues..The .oid . -
"10-to-1:ratio’ of deposits to capital ..
~funds-has 'perforce gone into the -

_discard and . been: supplanted by
'new ratios of risk assets to capital
. funds -or: other more ‘complicated
systems . primarily - designed . to
: rationalize -our necessities. ~This.

~tendency-to rationalize necessities .
is-a human one and has crept into
(all of our thinking; term loans to .

_replace the traditional short-term
~bank ' credit- when ‘loan demand
.was at.a low ebb; a-gradual relax-
. ation of terms on home mortgage
lending and consumer credit in
times of keen competition. These
are only two illustrations. To the
extent that these relaxations have
been dictated by pressure for
earnings rather than by sound
credit considerations, they consti-
tute an element of weakness in
our philosophy of bank manage-
ment.

Similarity to Present Conditions

As I have previously remarked,
today’s conditions have certain
points of similarity to those of
1929-30-31. I do not predict, nor
do I believe that we are on the
ever of a great depression, but
there are enough disturbing ele-
ments present to make it, in my
opinion, worth while to review

our present situation and assess’

our ability to meet whatever prob~
lems the future is likely to bring.
We must depend primarily on
ourselves. The ability of the Fed-
eral Government, which is, in es-
sence, your ability and mine, and
that of some 150 million other
Americans, to pull ourselves out
of a hole, has been weakened by
the addition of some $250 billion
to the national debt. Taxation is
already at an all peace time high
and has, in my opinion, reached
the highest rates that the people
of this country will stand. We
cannot count on massive govern=
ment assistance to resolves our
difficulties. Our banking system
as a whole is much stronger in
asset composition, much more
liquid, both immediately and ul-
timately, than it was in 1929.
Short-te rm governments, -bills,
certificates, notes and shorter
bonds form an impressive part of
the average bank’s assets. Real
estate loans have been afforded
a degree of liquidity through the
creation of mortgage markets and
through the Federal National
Mofrtgage Association. Section 10B
of the Federal Reserve Act has
~authorized the Federal Reserve
_banks to loan on any-sound bank
_asset ‘and, of course, the facilities
of the Reconstruction Finance
Corporation are still available. I
believe that we are, in general,
much better informed as to the
trend of conditions, local, national
and international. In addition,
Deposit Insurance has reduced the
probability of withdrawal due to

fear. All in all, we are immeas- .

urably better equipped to meet
even the conditions of 1932 and
1933 than we were then, and those
conditions are much less likely
to recur.

Satisfaction with our position,
however, should not cause us to
become smug to the point of not
realizing that it may be tested and
that our fences should be mended
wherever they show signs of
weakness. Now is the time to
make sure that our own house is
in perfect order; that we are
equipped to meet our own prob-
lems before we attempt to solve
those of our neighbors and of the
country at large. This, frankly,
means nothing more than intensi-
fication of those procedures which
should be standard in any well-
managed bank. Loan portfolios
are, or should be under constant
review, but that review may well
take a slightly different approach
at this time; an approach predi-
cated, perhaps, on the question:
“Is this credit likely to become
marginal "in a buyers’ market?”
This ‘will ‘automatically direct at-
tention to inventories.© We must
“remember that in a sellers’ or in-
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flationary market, inventory
moves rapidly. Increasing prices
tend to increase ‘profits, and in-
crease working capital in the
hands of the business. Inven-
tories are liquid and can. rapidly
be converted into cash at or above
their book values. Credit stand-
ing and borrowing capacity tend
to improve. In a buyers’ market
the reverse is true. The. velocity
of money and deposits tends to
" decrease; the movement of inven-
tories become sluggish; .inventory
profits are converted into inven-
tory losses; working capital tends
to decline and ability to augment
working capital through bank

eredit is decreased. We have, ‘in.

many lines, obviously reached the
end of the sellers’ market and we
must now apply the analysis of
the buyers’ market to determine
which credits are likely to be-
come, if they are not already,
marginal, and take such steps as
may be indicated to strengthen, or
eliminate those credits before the
situation becomes. acute. - There
is a human tendency :among mer-
chants—some merchants—to tem-
porize with situations of this type,
to hold on to overpriced inventory
in the vague hope that something
may happen to enable them to
avoid the loss entailed in its
prompt disposal, It is safe to say
that in 99 cases out of 100 the
promptly realized and . accepted
loss is the cheapest. There is ordi-
narily a far' greater chance of
making: up that loss with new and
fresh . merchandise- purchased 'at
the prevailing market prices than

there is in the desperate-attempt .

to realize a profit-out of over-

priced goods that. are- constantly -

growing older and staler. Where
such a situation exists; a bank
should not, in my opinion, hesitate
to ‘exert whatever pressure ‘is
necessary in the borrower’s inter-
est as well as in its'own.

" Another common problem. is
that of reducing overhead expen-
ditures promptly to correspond
with reduced volume. In the days

of a sellers’ market, operating.

base is naturally increased to
meet rising volume.” That is gen-
erally done happily and enthusi-
astically,  When the tide turns,
there is neither the happiness nor
the enthusiasm for prompt con-
traetion. Here again, the bank,
in the borrewer’s interest and its
own, can exert great influence.
Any reasonably adequate analysis
of profit and loss figures will
show up disproportionate over-
head expenditures as rising per-
centages, both of sales and of
gross profits. The bank should not
hesitate to call this to the atten-
tion of management and insist, if
necessary, that they be brought
into line. ‘

The so-called term loan, or loan
that depends for its repayment on
earnings rather than on conversion
of assets into cash, will perhaps
produce our most difficult prob-
lem in the event of depressed con-
ditions and the’ maintenance of
present tax rates. It may well
become difficult, if not impossible,
for many borrowers to meet
scheduled- payments out. of re-
duced profits ‘after payment of
taxes. * A bank must face this
situation realistically. ‘Wherever
possible, such-loans should be re-
financed with outside investment
capital either in the form of addi-
tional venture capital or long-term

.obligations which will not dimin- "

dsh an already strained working

.capital position. Where this is

not. possible, additional security
may - be available, or it may be
possible to reduce the loan by the
disposal of fixed- or other assets
not needed to handle a reduced

volume of business. ‘The business .

situation today is aggravated by
-the- fact that the costs of doing
business are still slowly rising and
that one of the principal elements
of that cost, wages, is-largely

frozen. . If allowed free play,-the.

law - of supply-and- demand will
Continued on page 22

Dealer-Broker Investment
Recommendations & Literature

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

Can Wider Financing of Signal Equipment Reduce Costs to
Railroads?—By Lancaster M. Greene—reprinted from the
"Analysts Journal—copies may be obtained from Lancaster &
Norvin Greene, 30 Broad Street, New York 4, N, Y.

Electric Utilities—Study with extensive data on 84 companies

~—Carl M. Loeb, Rhoades & Co., 42 Wall Street, New York 5,
New York.

Financial Survey—Weekly bulletin—Stern, Frank, Meyer &

Fox., Union Bank Building, Los Angeles 14, Calif.

The Inside Story of Outside Help—Descriptive booklet describ-
ing the services offered by Ebasco Services—Write Dept. U,
Ebasco Services, Inc., 2 Rector Street, New York 6, N. Y.

Life Insurance Company Stocks — Brochure with. particular
reference to Aetna Life Insurance Company, Connecticut

- General Life Insurance Company, Continental Assurance

Company, Jefferson Standard Life Insurance Company, Lin-.

coln National Life Insurance Company, Monumental Life In-
surance. Company and Travelers Insurance Company—First
Boston Corporation, 100 Broadway, New- York 5, N. Y. Also
available is a brochure on Selected Industrial Bonds. ;

- New-York City Bank Stocks—Ten-year survey of 17 New-York

City Bank Stocks—Laird, Bissell & Meeds, 120 Broadway,
New York 5, N. Y.

New York State Electric: & Gas—Booklet containing 10-year

statistics—New York State Electric & Gas Corporation, Bing-
~hamton, N. Y. )

- ©ver-the-Counter Index—Booklet showing an up-to-date com-

parison between the listed industrial stocks used in the Dow-

Jones Averages and the 35 over-the-counter industrial stocks ., -

used in the National Quotation Bureau.Averages, both as to

-yield -and market performance over .a 13-year period— .
‘National - Quotation  Bureau,. Inc., 46 Front Street,, New.

 York 4, New York.

Railroad Earnings—Brief review—Ira Haupt & Co.,'111 Broad-
way, New York 6, N. Y. |

- Tokyo Stock Quotations — Bulletin. — Nomura Securities: Co.,

Ltd., 1-1 Kabuto-cho, Nihonbashi, Chuo-ku, Tokyo, Japan.

‘ -Utility -Stock Analyzer—Bulletin—Geyer & Co., Incorporated,

63 Wall Street, New York 5, N. Y. «

‘
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Value . Line Survey—Special offer to new subscribers. of one
month’s trial subscription:for $5 including specific estimates"
of 1952 and 1953 earnings, dividends and normal price expec-
tancy of each of 200 major stocks, plus an analysis of the
longer term -outlook for earnings.—Value Line Investment
Survey, 5 East 44 Street, New York 17, N. Y.

Value Selections for June—Bulletin—Newbu
Walnut. Street, Philadelphia 7, Pa. S e, 188

Watching Service—For dealers—write Mr. Milton Lewis, Ira
Haupt & Co., 111 Broadway, New York 6, N. Y. Also avail-
able is an analysis of New England Public Service Co.

* » » N

American Hawaiian Steamship Company—Review—Sutro Bros
& Co., 120 Broadway, New York 5, N. Y. ) '

American Thermos Bottle Company—Analysis—Cohu & Co.,
1 Wall Street, New York 5, N. Y. Also available is an analysis
of Art Metal Construction Company and brief notes on
Denver & Rio Grande and Lehigh Valley, )

Atomic Instrument Company~study—'Chace, Whiteside, West
‘& Winslow, Inc., 24 Federal Street; Boston 10, Mass.

Baker-Raulang Co. — Memorandum — Laird & Co.; Nemours
Bldg., Wilmington 99, Del. .

Bankers Securities Corporation — Analysis — Dreyfus & Co.,
50 Broadway, New York 4, N. Y.

Brown Company—Analysis—L. S, Jackson & Co., Ltd., 132 St.
James Street, West, Montreal, Que., Canada.

California Pacific Utilities Company—Special research report—
First California Company, 300 Montgomery Street, San Fran-
cisco 20, Calif. :

Circle Wire & Cable Corp.—Bulletin—De Witt Conklin Organi-
zation,. 100 Broadway, New York:-5, N. Y,

Congoleum Nairn—-Memorandum—-Alichincloss, Parker & Red-
path, 52 Wall Street, New ‘York 5, N. Y. ‘Also available.is a
memorandum on Towmoter, ' . -

Florit!a Power & Light Company—1951 annual report—General
Offices, Florida' Power & Light Company, P. O. Box 3100,
Miami, Fla. g ‘ 5

General American Transportation Corp.—Memorandum—Shear-
son, Hammill & Co.,.14 Wall Street, New York 5, N.Y.

W. R. Grace & Company—Analysis—H. Hentz & Co., 60 Beaver

Street, New York 4; N. Y

Great Western Petroleum Co.—Offering circular—Steele & Co.,

- 52 Wall Street, New York 5, N. Y.

Hoffman Radio—Circular—Raymond & Co., 148 State Street, .
Boston: 9,-Mass.: -

Lake City Sewer District (Metropolitan Seattle-King County)

4% Revenue Bonds—Brochure—Grande & Co., Incorporated,
. Hoge Building, Seattle 4, Wash.

Continued on page 55

MORGAN STANLEY & CO.

HARRIMAN RIPLEY & CO. din

Incorporated

' June 11, 1952..

' This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Shares.
The offer is made only by the Prospectus. :

700,000 Shares

Public Service Electric and Gas Company
Common Stock

{without nominal or par value)

Price 8257 a Share

Copies of the Prospectus may be obtained from only such of the undersigned as may legally offer
these Shares in compliance with the securities laws of the respective States,

DREXEL & CO.
BLYTH & CO.,INC. THE FIRST BOSTON CORPORATION GOLDMAN, SACHS & CO.

MERRILL LYNCH, PIERCE, FENNER & BEANE
STONE & WEBSTER SECURITIES CORPORATION  UNION SECURITIES CORPORATION
WHITE, WELD & CO.'- |

GLORE, FORGAN & CO.

KIDDER, PEABODY & CO.
SMITH, BARNEY & CO.
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Implications of Niagara
Power Controversy

By EARLE J. MACHOLD*
President, Niagara Mohawk Power Corporation

Pointing out Treaty of 1950 with Canada, permitting diversion

of water above Niagara Falls,

has resulted in dispute regard-

_ing whether its power development be carried out by govern-
ment or by private enterprise, Mr. Machold contends if Feder-
ally operated, it threatens broad encroachment upon privately

owned utility industry. Points

out only use of water will be

for power; and therefore it cannot be operated as adjunct of

flood control as TVA. Depies public operation will mean

cheaper power, and says five leading New York electric com-

panies are able and ready to develop and distribute this poten- :
tial electric supply.

The progress which is capable
of achievement under our private
enterprise system finds no better
exemplification than in the his-

. tory of the in-

i dustry we
represent. We
need not go
backmuch
further ' than
the turn of the
century to
find the be-
ginning of our
era of electric
light and
power. Yet, in
that infinites-
imally short
period of the
history of hu-
man accom-
plishment, the product we make
and sell has become a vital force
in our continued national devel-
opment, our economy, our stand-
ard of living, and in practically
every aspect of our daily activity.
Indeed, the development of our
modern civilization has been
geared substantially to the prog-
ress made in the art of generating
and transmitting electricity. For
this progress; modern civilization
is indebted, first, to those mem-
bers of our industry whose ge-
nius, vision and personal incen-
tive for accomplishment made it
possible; and second, to those in-
dividual men and women of
America who, having faith and
hope in the continuance of our
way of life, to which the private
enterprise system is basic, sup-
?lied the indispensable risk capi-
al.
We of Niagara Mohawk Power

*An address by Mr. Machold before
the 20th Annual Convention of the Edi-
son. Electric Institute, Cleveland, Ohio,
June 3, 1952,

’O
4
B

Earle J. Machold

4

“

Corp., operating in upstate and
western New York, are especially
proud of the accomplishments of
our predecessors who pioneered
at Niagara Falls. You are all
familiar with those accomplish~
ments. They demonstrated the
feasibility of large-scale hydro-
electric development and of long-
distance transmission. Qur Adams
Station, built in 1895 on the Ni-
agara River above the Falls, was
the world’s first major hydro-
electric development, and with the
introduction there of alternating
current, power was transmitted
from the Falls to Buffalo over the
then unheard of distance of 20
miles.

Today, Niagara Fallg is again
the scene of developments of tre-
mendous significance to our in-
dustry and its investors-and
employees. However, unlike the
historic developments which her-
alded a bright new era of electric
light and power, the present situ-
ation is fraught with the most
ominous threats yet made to our
industry and to the private enter-
prise - system: which it so well
typifies.

Threat of Government Electric
Power Development

I take this occasion to demon-
strate to you that if the over-all
hydro-electric development of the
Niagara River by the government
can be justified, then the extent
of future public electric power
expansion is limited only by the
desires and ambitions of the pub-
lic power advocates and the tax-
paying capability of the citizens
of the nation.

You are all, I am sure, at least
generally familiar with the
Niagara Falls controversy: now
pending before the Congress. That
controversy followed the ratifica~

tion of a Treaty in 1950 between
the United States and Canada per-
mitting the diversion, above the
Falls on the American side, of all
of the water in ‘excess of that
necessary to preserve the scenic
spectacle. This additional diver-
sion will develop net additional
generating capacity of 1,132,000
kilowatts. Up to now, utilizing the
limited quantity of water made
available undeér earlier interna-
tional agreements, the Niagara
Mohawk Power Corporation Sys-
tem constructed and has operated
the only American development
at the Falls—its Adams Station
with an installed capacity of 80;-
000 kilowatts, and its Schoellkopf
Station with an installed capacity
of 365,000 kilowatts. Beginning in
1947, in anticipation of the 1950
Treaty, joint studies were under-
taken by engineers of the Federal
Power Commission, the Power
Authority of the State of New
York and Niagara Mohawk Power
Corporation which culminated in
a three-stage plan of overall de-
velopment to produce the addi-
tional capacity I have indicated.
Except  for minor differences,
the plan is one which our Sys-
tem has had on file with the Fed-~
eral Power Commission and has
sought to develop for over 30
years. For over 50 years our en-
gineers have engaged in careful,
detailed studies of the waters of
the Niagara River with a view to-
wards making available the great-
est amount of power consistent
with the preservation of the scenic
beauty of the Falls, which, of
course, has been a prime consider-
ation of all concerned. Our studies
included the construction of a
model of the River and the Falls
reproducing the precise effects of
various degrees of diversion. In
short, we have long since satis-
fied ourselves as to the best plan
of ‘development, and now it has
been confirmed by both the Fed-
eral and State authorities. "
Upon " ratification of the. 1950
Treaty, the application we had in
readiness - for the issuance of a

license: by the Federal Power:

Commission could not be filed
since the action of the Senate, in
ratifying the Treaty, expressely
reserved for determination by the
Congress the question as to who
shall utilize for power purposes
the additional waters made avail-
able under the Treaty. As you
know, three sets of bills are pend-
ing before the Congress. Each
authorizes construction of the
same plan of overall development,
which would cost about $350,000,-
000. Under the Lehman-Roosevelt
bill, the Federal Government
would construct the overall devel-
opment with provisions for the

All of these shares having been publicly sold, this advertisér‘nentk

appears as a matter of record only,

2,400,000 Shares

OIL FINANCE CORP.

(A Delaware Corporation)

Common Stock

Price: 12%c per Share

The financing of this issue has been arranged

through the undersigned.

- WEST & COMPANY

26 Journal Square, Jersey City 6. Y T

New Jersey

N. J. Phone—JOurnal Sq. 2-5645

N. Y. Phone—DIgby 4-3588.
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later transfer of the project to the
Power Authority of the State of
New York under conditions which
the State has already rejected.
Under this bill, the project would
be constructed with Federal funds
derived from the tax revenues
paid by the taxpayers of the na-
tion. Under the Ives-Cole Bill, the
State of New York, through its
Power Authority, would finance,
construct ‘and operate the project.
Under. the Capehart-Miller  Bill,
the project would be constructed
with private capital by private en-
terprise without one penny of ex-
pense to taxpayers, Federal or
State. Private enterprise would
be represented by five New York
State utility companies who would
pool their. resources for this pur-
pose. These companies are Cen-
tral Hudson Gas & Electric Cor-
poration, Consolidated Edison
Company of New York, Inc., New
York State Electric & Gas Cor-
poration, Niagara Mohawk Pow-
er Corporation and Rochester Gas
& Electric Corporation.

Hearings were held in August
and September, 1951, on' these
bills before the Senate and House
Committees on Public Works but
neither Committee has taken any
action.

What Will Happen If Government
Takes Over

If the public power advocates
prevail, the government, of course,
will ‘develop the huge undevel-
oped power potential of the Falls.
You may ask, “But why is this of
greater importance to the public
power program and more threat-
ening to our privately owned util-
ities than the government projects
completed and . proposed in other
areas of the country? Why,” you
may ask, “is this not another al-
ready familiar manifestation of the
expanding public power ' pro-
gram?” In brief substance,  the
answer is that the proposal for
government development of the
Niagara River constitutes the
greatest and boldest step yet un-
dertaken by Federal public power
advocates because they must con-
cede the utter absence of any of
the traditional functions of gov-
ernment in the oroject. They con-
cede that a government power
project at Niagara Falls would not
be a by-product of any recognized
government activity. They con-
cede that the Niagara Falls project
Fag nn relatinn +g ownv hijthertn
recognized public service or to
any other public project, actual
or contemplated. They must con-
cede that 100% of the cost of con-
struction and operation would be
charged to power. A government
project at Niagara Falls would
place government directly in the
power business, subjecting the
privately owned utilities within
transmission distance to competi-
tion of a most unfair and most
destructive nature.

Let us analyze the accuracy of
these conclusions. The required
diversion of the waters of the river
will take place a very short dis-
tance' above - the cataract. The
'waters will be returned to- the
river a very short distance below
the cataract. The length of the
tunnels from the point of diver-
sion above the Falls to the power
plant at 'the ‘lower rapids will
approximate five miles. Obviously
the construction of a dam or other
structure in ‘the river is not in-
volved. Obviously, not one penny
of the hundreds of millions of dol-
lars of cost involved in diverting
and utilizing the water for power
purposes can be said to be devoted
to the improvement of navigation.
There are not and never have been
in the area in question the remot-

est considerations of flood.control. .

As you know, if you have visited
the Falls, State Park development
lines the bank in the immediate
vicinity of the scenic spectacle.
Beyond that there exists one of
the most intense concentrations of
industrial development in the na-
tion; located - between the -river
and the heavily industrialized City

of Buffalo, some 20 miles away.
Areas of this nature are hardly to
be identified with irrigation, rec-
lamation, sanitation or flood con-
trol projects. :

We are often asked whether the
Niagara project is in any way re-
lated to the proposed St. Law-
rence Seaway and Power project.
There is absolutely no relationship
whatever. The proposed site of the "
St. Lawrence project is well over
200 miles from. Niagara Falls, far'
to the north and east of the Ni-
agara development., The waters of
the Niagara River which will be
diverted will be returned to the
Niagara River before it flows into
Lake Ontario. From a physical,
operating, engineering, or any
other point of view, there is and
can be no relationship between
the two projects. Nor is there
any other Federal project, on the
Niagara River, or on any other
body of water, or anywhere else,
which. can be said to have any
connection whatever with the pro-
posed overall development of the
Niagara River. .

It takes no extended argument
to demonstrate that a government
project at Niagara Falls would be
a single-purpose project—and that
purpose, the generation and sale
of electric power. The nature of
the area and of the river, the na-
ture of the enterprises and of the
industrial development located
there, and the nature of the hy-
droelectric development which all
interests agree upon as the most
desirable, make the conclusion in-
escapable that a government proj-
ect at Niagara Falls would place
government purely and simply in
the power business. We have ex-:
amined most carefully all of the
statements and claims of the pub-~
lic power advocates, both before
the Congressional Committees and
elsewhere, but we have failed to
find even an attempt to justify
government development at Ni-
agara Falls as an incident of a
government function heretofore
relied upon as justifying such de-
velopments by the government.

For these reasons alone, it is

clear that the Niagara Falls con-
troversy represents a threatened
new, broad encroachment upon the
privately owned utility industry.
Heretofore, the multiple-purpose
aspects of government projects
have afforded for us a second line
of defense to which we have been
required to retreat during the’
past 20 years under the relent-
less pressures ‘and - attacks of
public power advocates. This line
of defense—or of demarcation be-
tween private and public power
has frequently become vague and
nebulous, especially with increas-
ing publicly-owned steam capac-
ity. We have, nevertheless, tried
to believe the assertions of the
public power advocates seeking to
justify governmental development,
that multiple-purpose projects
mark not only the constitutional
limits: of public power, but the
limits of the desires and ambitions
of public power sponsors. i
- While I have referred to:- mul="
tiple-purpose ' projects- as having
constituted for us a second line of
defense, we should all be keenly
aware that there is no third line
of defense. If the government can:
develop Niagara, the territory of
every one of the companies repre-
sented here, regardless of the na-
ture of the territory or of the pub-
lic service your company is ren-
dering, and no matter how many
thousands of miles removed you
may be from New York State, is
susceptible of public power de-
velopment.

The Five-Company Project .

From that point of view and for
purposes of comparison with your
own territory and service, let us
‘analyze the territory and the elec-
tric service of our group of five
companies in the State of New

-York. As. you know, government

" Continued on page 46
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The Carrent Switch to 1

. large, they averaged only about
0 5.2% in 1951. (They've got to go

o -,

Power and Light Shares
o By IRA U. COBLEIGH ’ ’
Author of “Expanding Your Income”

Throwing some - light on  the renewed popularity of electric
utility equities, and offering. some plausible reason for same.

A

Service Commissions).
6%

to earn
on fair ' valuation, by and

over 6% to get hit with E.P.T.)

Many " utilities are getting .better:
' cost control on power production:

by convertible fuel burners. Some.

. stations, by not too great an ad-,

justment, can burn coal, oil or-
_ natural gas -to "generate power.

. They can thus buy, and ‘operate

Thorstein Veblen in his bril- the"fabulousflotatien" of “utility on, the cheapest currently-priced

liant, off-beat economic treatise
“The Theory of the Leisure Class”
says that “while men are reluctant
to retrench
their expendi-
tures in any
direction,
-they are more
reluctant .to
retrench in
some direc-
tions than in
others.” He
+couldn’t  have

provided 4
- better text for

those analysts

among us,
who' have, in
recent months,
been counsel-
ing purchase of utility commons
as defensive investments. For you
see, ‘the record shows that cer-
tainly, so far as household electric
expenditure is concerned, people
retrench most reluetantly. In 1932,
a dreary year in anybody’s. book,
while general business fell off
50%, electric operating revenues
dipped only 13%. Not only do
people continue electric service,
but they pay their bills! A doctor
can’t ethically refuse to call on a
chronic dead-beat patient, but an
_electric company has almost a
.perfect’ pay “persuader” in the
thredt of total darkness, and that
vicious cultural roadblock — a
_blacked out Godfrey on TV!

But ' the idea. of considering
.utility shares primarily :as a sort
of investment cyclone c¢ellar,
-simply because demand remains,
-and credit losses are . tiny is ‘too

Ira U, Cobleign

“Maginot” a coneept “to “be-enz’

tirely. acceptable. Utilities are
.essentially dynamic not static.
“They grow -in-four:ways — by
population: increase, by produc-
‘tiori requirements for peace and
-war, commercial expansion, and
by the fantastic demand for rural
-and residential lighting, and a
.myriad of electric :appliances.

Our increase in the last decade
‘to a population of 156 million
‘requires no spécial comment, ex-
‘cept to suggest that in those areas
ot the U. S. where population
has grown fastest, the utilities
have done the same. Long Island,
Florida, Texas and the Gulf South,
California and the North West—
‘these are the sections where utili-
“ties have ‘displayed the most im=
‘pressive forward motion.

The vital part of electric power
in every type of industrial pro-
duction is universally appreciated.
Less realized is the fact that while
operating at a war time peak,
the industry, between 1942 and
1945, added practically no gen-
erating equipment. Thus, in 1946
both by depreciation of old plants,
‘and normal growth-curve demand
-for new ones, the industry
“Jaunched its largest construction
program in history, calculated to
:add. 77%- to. generating capacity
in the .period from-1945:through
1953, In the six years 1945-1951
50% was actually added to na-
tional kilowatt production, apd
“$13 billion was spent for it—with

ISSUE—
" Atlantic City Electric
Commonwealth Edison
Dayton Power & Light
Florida Power ;
_Houston Lighting & Power. ..
Long Tsland Lighting
Pacific Power & Light
Portland General Electric_._
Tampa Electric

gitized for FRASER
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-bonds, preferreds and “‘commons;
with which ‘we -are:-all ~familiar:

fuel. . Further, - Federal political
-seizure of a utility on a. labor

Industrial- revenues are-the ‘most;*gimmick, seems unlikely, as State

cyclical of the electric. business,
and today -account for some 29
of gross. : ’ )
you - note :especially - on theater
marquees, in department -store
windows, blinking neon-signs, and*
checkerboards of -light in'office

buildings after dark—these com="

prised in 1950, 26% of electric
revenues; and they’re growing of
course,

Farm and residéntial current
revenues are probably " around
40% of industry totals, the per-
centage differing, of course, with-
each individual company—much
larger with, ‘say, Long Island
Lighting, and much lower with
Montana = Power. Probably no
customers in any large scale busi-
ness have been better treated,
price-wise, than these domestic
electric buyers. A residential kilo-
watt hour that cost 6.33 cents in
1929 was only 2.88 cents in 1950,
While nearly everything else was
going up 100 to 200%, juice went
down; and the customer showed
his- gratitude ‘by lacing his home
with “electric toasters, ironers,
washers, egg beaters, sun lamps,
television sets, fans and electric
blankets' — and, in addition, he
kept more and brighter lighty
burning longer than ever. To ‘do
all this in 1951, Joe Householder,
instead of buying 502 KW, as he
did in 1929, bought 2004! Ah yes,
there’s good juice tonight!

 From the-investor point of view

many. citizens -of the- 192932 era
‘who. got -an-awfuliy bumpy ride
(down that is!) on Middle West,
‘Associated Gas, Electric Bond. &
Share, and Insull Utility Invest-

‘ments. common shares, took. the (e
pledge so far as' utilities ‘were - Z
concerned; having, with a ‘modi- -
confused .
:holding ‘companies (which proved. - -

cum -of ignorance,

to be 'sandy . pyramids) with

%T

Commissions have by law juris-,
-diction over same and réegulated
et earnings of utilities are never

. Commercial electric sales, which” 50 fat as to be a “sitting duck”

for. extravagant labor demands.
Ehiimination of the 314 9% Electric
Energy tax last Fall is also a
-factor for increased net.

So, in the past few. hundred
‘words, we’'ve moved a long way.
‘Atcepting = the  basic .idea that
utilities have solid defense values
in soggy markets, we find that
some have grown, and are grow-
ing rapidly, that they've had a
whalé of a dividend record, that,
in fact, utility commons as a class,
might perhaps even perform bet-
ter, in the next 12 months, than
the average run-of-the-mine in-
dustrial department store, steel,
or -tobacco shares. Just ‘to get
specific why not look over the
accompanying . list of = electric
equities selected for quality, yield,
growth .or territory—or combina-
tions of same..

For details on the issties shown
in the tabulation and dozens of
other ‘fine' commons, I refer you
to the manuals, and some of ex-
cellent utility studies recently
issued by a number of exchange
houses. They’ll give you the facts
‘without . which intelligent selec-
tive - judgment is impossible. .1
wceuld also like to present brief
“but in¢domplete comment on three
of those given in the table.

Houston, “Texas, ranks among
the. fastest growing big cities in
America,- and common - share-
holders in its private power enter-
. prise, "~ Houston - Lighting - and
‘Power;mwill get real mad at you
if "you eall their's a “defensive

s

investment.” Operating revenues,
from 1940 through 1950, advanced
from $13 million to over $34 mil-
lion and the gross property dc-
count froni $57 ‘million to $1421
million in the same period. Stock-
holders, in addition to- regular
cash dividends, have -been re-
warded by a 2 for 1 split in 1947
and a.3 for 1 split in 1951. They
will shortly be given subscription
rights to purchase what looks like
a fine financing vehicle—a deben-
ture with a convertible body. In-
stead of being defensive, Houston
has grown like a chemical.
Florida Power, a smaller and
more sprawling juice dispenser,
serves, with its subsidiary Geor-
gia Power and Light, a population
of some 950,000 in.  southern
Georgia and northern and central
Florida. Residential sales are
37% of gross, and expanding with
the rapidly growing population.
Territory and potential growth
are the long-term factors here—
with fair dividend coverage, and
above-average yield meanwhile.
Dayton. Power. and Light is a
finely balanced company deriving
68%  of its gross from electric
sales in a population area of 850,-
000, Common stock was split 414
for 1 in 1946 and since then, the
company gross revenues have
doubled. The preferred ‘stock is
reported to have been selected
and bought for savings bank in-
vestment in New York State.
Lest it be thought from the
foregoing that utilities are  all
clover, bear in mind that they,
too, have. the problems of rising
operating. costs and faxes. Some
utilities, like some . industrials,
display the present phenomenon
of higher gross and lower net. In
their favor, however, are the con-
stantly increasing power demands,
and the sympathetic viewpoint of
Publie Service: Commissions to-
ward rate increases. It may well
be that we have seen.the low in
kilowatt hour home rates, but
current buyers, so well" treated,
in the ‘past,: should be quite rea-
sonable in acceptance of the some-
what higher billings, cost factors
may necessitate.
Thus, not only as a market de-

fense - tactic, but encouraged by
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the long-term upward trend in
earnings and dividends, portfolio
managers, and . perceptive inves-
tors may find good logic in shop-
ping for, and switching to, electric
equities.

Continued from page 5

Can We Do Business
With Stalin?

indicated possibility of an Amer-
ican passport-carrier b.e i n g-
clamped into jail: Or how about:
the backdrop of the germ warfare
calumny behind the pious trade:
goodwill pleas?. ;

In many instances it is, of course,
intelligent to take a calculated:
risk. But surely this does not in-
clude a case, as betting gn trade-.
appeasement where the correct
odds on the basis of past per-.
formance are 100-to-1 against one,
where even the fruits of a suec--
cessful outcome are -dubious; and:
the probable failure would help:
the shooting-off of our boys’ heads.

Another fzrticlé» dealing .-
with East-West trade will - -
follow mext week.

William R. Staats Co.
Acquires H. I. Lee Co. .

SAN JOSE, Calif.—~William R.:
Staats & Co., members of the New!
York Stock Exchange and:other
leading exchanges, announces the
acquisition of H. Irving Lee & Co.:
and the opening of offices in the,
First National Bank Building. The
entire staff of H. Irving Lee & Co.
will continue with William R.
Staats & Co., including H. Irving:
Lee, V. Mac Taylor, Richara H.
Anderson, Bernard Casebolt, ¥.'
Ned Scofield, Donald J. Meyer,
- Harry W. Boogaert, and Joseph E,’
Larzelere. : _— ’

J. Frank Graham
J. Frank Graham, partner in
James E. Bennett & Co., New
York City, passed away June 4
at the age of 49 following a heart
attack.

operating companies which were,

‘and are, ‘the .Rock of Gilbraltar:
No large scale industry has

equalled the operating- electric-~

utilities in point of continued
earning. power, sustained divi-

dends, uninterrupted growth, and-

insulation against depression,” in
the last three score years.

Well, to paraphrase an old gag,
what have they been doing for
us lately? Just because they’ve
been solid in the past why should
they claim our affection today?
Well, there are some good rea-
sons. First, they have a very low
labor factor. Roughly 20% of
gross goes to salary and wage.

So if labor: costs soar they can’t .

dent earnings as badly as in the
case of a railroad, where 50% of
gross is the labor. take, Utility
commons are good dividend
payers. Seventy-five percent of
net, on the average, is mailed to
shareholders. They’ve brought

rates down, made friends, and in -

many cases, -stackholders,: out .of
their customers. They’re virtually
exempt from Excess Profit Tax.
Usually allowed (by State Public

12 Months
Earnings
to 4-1-52

1.68
2.03
2.74
1.46
1.49
1.28
1.50
2.80
3.03

Dividend
1.371%
1.80
2.00
1.20
1.05

90 -
110
1.80
2.40

Price Yield

25%
32
35
20
22
16
18
28
39

o
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$21,500,000

(a Minnesota corporation)

First Mortgage Bonds

CThis announcement is neither an offer to sell nor a solicitation of an offer to buy these securities,
e The offer is made only by the Prospectus.

*j..’"_"v,"Northern States Power Company

Series due June 1, 1982, 3% %

Price 101.153% and Accrued Interest

Copies of the Prospectus may be obtained in any State only from such of the several Pure

Lehman Brothers

Bear, Stearns & Co.

Blair, Rollins €7 Co.

Incorporated

Ball, Burge &/ Kraus

June 12, 1952.

Salomon
Hayden, Stone &€ Co.

' Johnston, Lemon € Co.

“chasers, including the undersigned, as may lawfully offer the securities in such State,

Riter €7 Co.

Bros. €2 Hutzler
W. E. Hutton & Co.

The Ohio Company
°
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Public Utility Securities

By OWEN ELY

Electric Utilities Financing Program

In 1951 the electric utility com-
panies made a somewhat disap-
pointing showing - with average
share earnings down about 6-7%.
This was due mainly to the im-
pact of higher taxes, plus lags in
obtaining offsetting rate increases
and delays in installing much
needed generating units (the
average delay has been estimated
around 24 months).

However, the utilities evidently
turned the corner in November,
as indicated in the following in-
creases in net income of all Class
A and B electric utilities, over the
corresponding months of 1950:

January, 1952
February
March

These gains seem largely due to
fuel -savings and the continued
rapid - gain in residential kwh.
sales, which in the 12 months
ended March 31 were 13% over
the previous period. Obviously
the use of electricity in the aver=-
age household has been gaining
sharply, since the number of resi-
_ dential customers increased only

4.29%. Unfortunately for the util-
ities, however, this increased use
meant that the householder re-
ceived the benefit of lower rates
under promotional schedules, so
that revenues gained only 10.7%
despite the 13% gain in sale of
electricity. ;

There was another favorable
factor which helped to account for
the turn-around in net income—
a more plentiful water supply for
hydro plants. Southern Company
and South Carolina Electric & Gas
had previously suffered from low
water supply for about a year and
a half, but obtained increased
rainfall beginning late last fall,
and both have enjoyed sharp re-
coveries in earnings. All hydro
plants in the U. S. produced 10.6%
more kwh. in April this year than
last year, although there were
comparatively few new pydro
units, most of the increase in ca-
pacity being in steam units.

Out on the Pacific Coast there
has also been an improved water
supply, benefiting Pacific Gas &
Electric, Southern California Edi-
son and Galifornia Electric Power.
In the Pacific northwest the situa-
tion also improved following the

D,

Philadelphia 2, Pennsylvania.

Central Louisiana Electric

Company, Inc.

PUBLIC INVITATION FOR BIDS FOR THE PURCHASE
: of '
$4,000,000 FIRST MORTGAGE BONDS, SERIES D, __..%,
..DUE JUNE 1, 1982

(The interest rate for the Bonds_‘ is to be specified in the bids)

Central Louisiana Electric Company, Inc. (herein called the
“Company”) hereby invites bids, subject to the terms and condi
tions herein stated or referred to, for the purchase as a whole from
“jt of $4,000,000 principal amount of its First Mortgage Bonds, Series
%, due June 1, 1982 (herein called the “Bonds”). Copies of
a Statement of Terms and Conditions Relating" to. Bids (herein
called the “Statement of Terms and Conditions”) and of all relevant
documents referred to therein may be obtained from the Company
at 528 Monroe Street, Alexandria, Louisiana, and from Messrs.
Barnes, Dechert, Price, Myers & Rhoads, counsel to the under-
writers, at Room 1300 Packard Building, 15th and Chestnut Streets,

Bids for the Bonds will be received by the Company at the .

- dry spell of last year, when Wash-

ington authorities considered mov-
ing some of the aluminum plants
out of that area because of the
shortage of hydro power. The
“Water Resources Review,” pub-
lished by the Geological Survey,
reports that in May the “run-off”
was normal ‘in the southeast and
New England, and excessive
throughout most of the west—the
principal hydro areas.

Last year there were a consid-
erable number of dividend in-
creases by the electric utilities
and there have been several more
recently, Average dividend pay-
out was on the low side a year or
two ago, and the utilities have
found that a more liberal policy
was desirable in . order to stimu-
late the sale of large amounts of
stock which had to be sold to fi-
nance the enormous construction
program. In 1951 the electric util-
ities sold about $333 million com-
mon stock, and the gas utilities
$100 million. In the first five
months of 1952 the electric util-
ities have done $191 million and
the gas utilities $42 million of
equity financing, so that they are
off to a good start on this year’s
program, Moreover, before the
summer holidays slow the tempo
there will be several important
new offerings — Public Service
Electric & Gas, Southern: Com-
pany and the big offering of Pa-
cific Gas & Electric which will
approximate $68 million.

A large proportion of the new
stock issues are sold.through sub-
scription offerings, giving rights
to stockholders. A new develop-
ment of recent years is the priv-
ilege of over-subscription, subject
to allotment. Where the  latter
device is used the underwriting
syndicate usually doesn’t have to
make any sales effort—merely to
“stand by’ as insurance against a
general:market upset. Where the
over-subscription device _is not
employed it may be necessary for
the underwriting syndicate to
“lay off” stock, i.e., make direct
sales to the public at times when
market conditions seem favorable.

One result of the construction
program is that the utilities will
benefit tax-wise by “accelerated
amortization.” This means that a
large percentage of the cost of
certain new construction can be
written off in five years, instead
of the usual 30 or 40, for tax pur~
poses. The resulting tax savings
will be included in earnings, al-
though regular depreciation (not

the accelerated amount) will be
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reported, so that net earnings will
increase. Some companies are re-
luctant to include these artificial
profits in share earnings, and if
permitted to do.so may set up
items such as the “charge in lieu
of tax savings” which appeared
during World War II. Some com-
panies, .however, are willing to
include the earnings, on the the-
ory that this will help them over
the period of heavy financing and
high taxes. While the maximum
effects of the program may not
be felt for another year or so,
analysts and investors should re-
main alert to new factor.

How long will the new  con-
struction program, with its resuit-
ing heavy equity financing, have
to last? It will probably taper off

in 1955, unless the defense pro-:

gram is stepped up. By that time
the utilities should have more
than doubled the capacity they
had during World War II, to
around 102 million kwh. ‘The in-
crease will probably be consider-
ably greater than indicated by the
figures since most of the new ca-
pacity is rated by “name-plate,”
whereas with hydrogen cooling
and other new devices output of
new units can frequently exceed
name-plate rating by 20%.

Can the. utilities use this huge
amount of capacity, even if the
defense program should eventually
slow down, with a resulting.in-
dustrial . readjustment? One .an-
swer is that they have a great deal
of obsolete generating plant-which
can be scrapped when reserves
are more adequate. New units
only burn half as much fuel as
some of the old units, and further
progress is being made each year.
Moreover, there are big new out-
lets for electricity such as the heat
pump and other new methods. of
house-heating, the possibilities of
which the utilities aren’t anxious
to tackle until they have larger
reserves. New mining and indus-
trial . processes make increasing

use of electricity, and the stepped-,

up atomic program is a huge con-
sumer of power.

What is the future of atomic
power? There has been endless
speculation, but experts seem to
feel that for the present at least
atomic-generated power can only
be a by-product of the defense
effort, and that the utilities won’t
find it very economical except
perhaps in isolated areas where
coal is very expensive. There is
no fear, therefore, that the econ-
omy of the electric utilities will
be upset- overnight by “cheap”
atomic power,

Nobhe & Gally Form
Management Firm

LOUISVILLE, Ky.—Donald M.
~Gally and Edward O. Nobbe have
formed a new .
firm special-
izing in in-
vestment
management,
with offices at
231 South
Fifth Street.
Mr. Gally was
formerly an
officer . of A.
G. Becker &
Co. of Chicago
and a. former
Vice-Pres-
ident of the
Central Trust
Company of
Cincinnatij
Mr. Nobbe has conducted his own
investment. management firm in
Louisville since 1931.

Singer, Deane Opens
New York Branch

Singer, Deane & Scribner, Pitts-
burgh investment firm, announce
the opening of a New York branch
office at 111 Broadway under the
management- of C. Russell' Mac-
Gregor. A Naval veteran of both
World Wars, Mr, MacGregor was
formerly - ‘associated with Wood,
Low & Company, Clark, Dodge
& Co., and was a general partner
with Auchincloss, Parker & Red-
path from- 1936 to 1942. He was
President of the Unexcelled
Chemical Corporation from 1944
to 1948, and has since acted in=-
dependently ‘as a member - of the
National Association of ‘Security
Dealers. :

Members of the New York and
Pittsburgh Stock Exchanges,
Singer, Deane & Seribner was
founded in 1921 when it was pri-
marily engaged in unlisted se-
curities and the Pennsylvania mu-
nicipal business. Since that time,
the firm has absorbed four former
New York Stock Exchange firms
and maintains a second branch of-
fice in Cleveland, Ohio.

Associate members of the New
York Curb Exchange and a mem=
ber of Bache & Company’s pri=-
vate wire system, the firm’s nine
partners are J. M. Scribner, C. N.
Fisher, G. S. Ewing, G. A. Huf-
nagel, C. H. Patton, R. V. Nuttall,
W. B. McConnel, Jr., F. M. Poni-
cal, Jr. and G. Harton Singer, Jr.

Donald M. Gally

Corporate Trust Conference Room, 8th Floor, City Bank Farmers
Trust Company Building, 22 William Street, New York 15, N. Y.,
up to 11:00 o’clock in the forenoon, Eastern Daylight Time, on
June 23, 1952 (or on such later date as may be fixed by the Com-
pany as provided in the Statement of Terms and Conditions). Each
bid shall specify the interest rate (which shall be a multiple of
Ve of 1%) to be borne by the Bonds, and the price (exclusive of
accrued interest) to be paid to the Company for the Bonds, which
price shall be not less than the principal amount of the Bonds and
not more than 1023,% of such principal amount. Each Bid will
further provide that the purchasers of the Bonds shall pay to the
Company . accrued interest on the Bonds from June 1, 1952, to the
date of payment therefor and delivery thereof. Prior to the accept-
ance of any bid, the bidder or bidders will be furnished with a copy
of the official Prospectus relating to-the Bonds. Bids for the pur-
chase of the Bonds will be considered only from bidders who have
received copies of such Prospectus, and only if made in accordance
with, and subject to the terms and conditions set forth in, the State-
ment of Terms and Conditions.

American Securities
Promoles Two

William Rosenwald, Chairman
of American Securities Corpora-
tion, 25 Broad Street, New York
City, announces the appointment
as assistant Vice-Presidents of
Elias M. Black, manager of the
business and industry department,
and H. Theodore Freeland, man=
ager of the trading department.

Stﬁnley Heller Co.

Silver Anniversary

Stanley  Heller & Co., 30 Pine

Street, New York City, members

of the New York Stock Exchange,

tomorrow is celebrating the 25th

anniversary of its founding en
June 13, 1927.

* puBLIC SERVICE ELECTRIC AND GAS COMPANY

INVITATION FOR BIDS FOR PURCHASE OF
' - DEBENTURE BONDS

Bids for the purchase as a whole of an issue of $40,000,000 principal amount
of % Debenture Bonds due 1972 of Public Service Electric and Gas
Company (herein referred to as the “Company”) will be received by the
Company at its office, 80 Pgrk Place, Newark 1, N. J., up to 11 A.M., East-
ern Daylight Saving Time, on Tuesday, June 17, 1952, or on such later date
as may be fixed by the Company as provided in its Statement of Terms and
Conditions Relating to Bids. S

Copies of the Prospectus relating to such Debenture Bonds, of such State-
ment of Terms and Conditions and of other relevant documents referred to
in such Statement may be examined, and copies of certain of such docu-
ments may be obtained, at the Company’s office, 80 Park Place, Newark 1,
N. J. Bids for the Debenture Bonds will be considered only from persons
who have received a copy of such Prospectus and only if made in accord-
ance with and subject to the terms and conditions of such Statement.

The Company further advises prospective bidders that officers
and representatives of the Company, counsel to the Company, rep-
resentatives of Messrs. Barnes, Dechert, Price, Myers & Rhoads,
who have been selected by the Company as independent counsel to
act for the purchasers of the Bonds, and representatives of Messrs.
Lybrand, Ross Bros. & Montgomery, independent certified public
accountants, will be available at The Bankers’ Club of America,
39th floor, 120 Broadway, New York, N. Y., on June 17, 1952, at
3:15 P. M., Eastern Daylight Time, for the purpose of reviewing
with them the information with respect to the Company contained
in the Registration Statement and Prospectus, and for the purpose
of considering the matters set forth in the Statement of Terms and
Conditions. All prospective bidders are invited to be present . at
such mieeting. - . i

June 12, 1952.

Chicago Analysts to Hear

CHICAGO, Ill—J. Paul Smith,
President of the Visking Corpora-
tion, will be the speaker at the
luncheon meeting of the Invest-
ment Analysts Club of Chicago to
be held today (June 12) at the
Georgian Room of Carson Pirie
‘Scott & Company. -

With W. H. Dick Co.

(Special to THE FINANCIAL CHRONICLE)
ALEXANDRIA, La.— Lloyd A.
Goodin has become affiliated with
W. H. Dick & Co., Hotel Bentley.

INFORMATION MEETING

Public Service Eleotric and Gas Company hereby invites prospective bid-
ders for the purchase of its $40,000,000 principal amount of 9% Deben-
ture Bonds due 1972 to attend a meeting to be held in Room 735, 11 Broad
St., New York, N. Y., at 11 A.M., Eastern Daylight Saving Time, on Fri-
day, June 13, 1952, for the purpose of reviewing the information contained
in the Registration Statement and Prospectus.

PUBLIC SERVICE ELECTRIC AND GAS COMPARY,

By GeorGe H. BLAKE,
Presudent.

CenTRAL-Loursiana” Evectric Company; Inc.
By F. H. CoucHLIN,
President

Newark, N. J.
June 11; 1952,

itized for FRASER
b://fraser.stlouisfed.org/
Lo TARET - :




Vclume 175 Number 5124 .. . The Commercial and Financial Chronicle

- Good Management in the

Electric Utility Industry

By LAWRENCE A. APPLEY*
President, American Management Association

Stressing importance of management as indicated by the Edi-
son Electric Institute Coffin Award, Mr. Appley cites as funda-
mental questions: (1) does management follow principle that
utilities must have incentive for progress equal to that in other
industries; (2) do utilities recognize that profits should come
from reduced costs and improved product; (3) are they aware
* that utilities must compete; (4) are they conscious that good
management can enlarge their market; and (5) is manage-
ment adequately compensated. Lays down comprehensive
goad-management program,

It has been my privilege over
the last quarter of a century to
be active in and to have close
contacts with many different

kinds of man-

agements in
all types of
business and
industry
throughout
the United
States and in
some 20 odd
different
countries of
the world. Re-
gardless of
where one
. goes, he runs
into a common
reaction which
is expressed
something like
this: “Our type of business is dif-
ferent from any other. This part
of the country is different. The
kinds of people and markets with
which we deal are different. Qur

problems and the conditions under

Lawrence A. Appley

*An  address by Mr. Appley before
20th “ Annual Convention of. the . Edison
Electric Institute, .Cleveland, Ohio, June
3, 1952, -

which we have to operate are un-
like those of any other business
or industry.”

I would be less than frank if
I did not say that this kind of
reaction does not stand up. There
is no question but what there are
differences in products and ser-
vices. There are differences in
methods and differences in degree
of effectiveness but basically, the
problems and needs of manage-
ment are the same wherever you
find them.

There are basic principles,
skills, and - tools of management
which are common to any kind
of management and to any geo-
graphical location. This is true
within a company as well as be-
tween companies. You find, how-
ever, this reaction of “difference”
within companies. Company . di-
visions - or subsidiaries on the
Pacific Coast claim to be quite
unique as compared with those
it the Middle West or the East and
when you get to the Pacific Coast,

there are those in Northern' Cali-

fornia who claim that they are
quite . unique © compared - with
Southern- California,- as ‘well. as

:with Portland and Seattle. .

. It would seem that this should .

“be .one of- the great ‘lessons of
World War II. Managements were
operating in types:of: businesses
they.had never dreamed. of being
in and in areas about which they
knew nothing—and yet; they were
successful. Automobile companies
manufactured airplanes and tanks;
refrigeration companies manu-
factured machine guns; soft drink
concerns loaded ammunition bags,
etc., etc. ‘'There are no basic dif-
ferences.

Management Needs of the Electric
Utility Industry

Well acquainted as I am with
many managements and manage-
ment people in the electric utility
industry, I am not a position to
determine for that industry what
its management needs are. Be-
cause the industry as a whole is
made up of hundreds of com-
panies, both large and small and
running the whole gamut from
power operation to excellent and
up-to-date direction, it would be
virtually impossible for anyone to
make an accurate analysis of the
needs that exist in the industry,
and it certainly would be most
unfortunate to generalize.

The best approach, however,
might be to present a few illus-
trations from electric utility com-
panies with which I am ac-
quainted and then to present to
the entire industry some funda-
mental questions which these
cases suggest. They will be ques-
tions which the individual man-
agement of any electric utility
company should answer in an ef-
fort to determine its own needs
for greater management develop-
ment. First, the cases:

‘During 1951, one company that
comes to mind increased its kilo-
watthour sales of : electricity. by

- more than 20% ‘over. 1950. Nearly-

~$30° million of new ‘property and
- plant. awvere added"to the .system.

22,000 : new customers were ac-

quired. A new safety record was
set. ‘There was improvement in
the construction and - design: of
facilities and . equipment. New
‘records in the efficiency of power
generation were established.
?hrough conscious improvement
in cost analysis, work simplifica-
tion, and mechanization, this com-
pany assured its customers con-
tinued quality service at low cost.
It definitely ‘established itself in
the mind of the community, the
employees, and the industry as a
progressive, well-managed con-
cern.

Let me quote a few sentences
from the President of another
electric utility company: “You
have often heard me speak of our
competition both from govern-
ment and from other business. We
constantly have to ask ourselves,
‘What can we as a company ac-
complish better than government
or some other competitor?” The
only real reason our company
can justify its existence "is be-
cause over the long haul, we can
render better service at a lower
cost. Unless we can render better
service cheaper than our competi-
tion, we won’t survive and what’s
more, we don’t deserve to.”

The management of a third
well-operated electric utility
makes this statement, “There are
only two basic ways to meet com-
petition, One is. to improve our
service, the second to cut our
costs. We must continually use
both these basic weapons. It is a
matter of doing the common
things uncommonly well. This
may not seem very glamorous but
it enables us to render better
service cheaper,” )

Another illustration just re-
cently came to my attention. The
particular company to which I
refer started wage negotiations in
April. of this year. During these
negotiations, the management ar~
rived -at.an -agreement with the

union  which recognizes in writing -
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“that the primary objective of the
company is to provide better serv-
ice to its customers at the lowest
cost consistent with its obligation
to provide fair wages and working
conditions for employeeés and a
fair return to its investors.” This
agreement goes on to spell out the
intention of both union and man-
agement to work constructively
together toward the attainment of
sound results in the interests of
all the publics involved,

Several cases have come to my
attention of electric utility com-
panies that are having difficulty
in attracting and holding good
management people. While the
main reason for men being at-
tracted to, and remaining in,
management positions in a com-
pany is not compensation, it is a
vital factor. There is a minimum
of income below which men can-
not maintain self respect in their
jobs. Because of their positions,
they must maintain a certain
standard of living.

Regardless of where compensa-
tion ranks in relation to the many
rewards of executive work, one
cannot have good management
without paying for it. There is one
particular utility company that
comes to mind where this is an
extremely serious problem. An
unusually high number of experi-
enced, key executives are restless
and seeking employment else-
where, and a good number of
them have already succeeded in
finding it.

The Edison Electric Institute it-
self (which means its members)
recognizes that there are differ-
ences in the competency of man-
agement within the electric util=-
ity industry. I understand that
each year you present the Coffin
Award to companies which, in the

"opinion of the Institute, have done

outstanding  jobs ' in- particular
areas - of management. In other

Continued on page 34

~ RESEARCH TURNS RESOURCES INTO PROFITS

This is "Southern City,” U.S.A. It's.our-way of expressing as a
unit the vast Southeast area of 100,000 square miles and 6,300,000
people served by the four associated electric power companies of

th

The S n C

p

Throughout the nation
publishers are acclaiming

Write the industrial development departments of any of

and agricultural advances made in Southern City
during the past decade. Over 115,000 stockholders of
The Southern Company, located in every state in the
Union, are vitally interested because this progress as-"
sures a constant and growing demand for electric power.

businessmen, editors and
-the tremendous indystrial

S

1

HERN

GV USA

"Researchers are busy in Southern City, U. S.-A., and ‘manu-
-facturers;. businessmen .and. farmers .are turning research

findings into new and profitable enterprises every day.

In every- phase.of industry and agriculture, advanced
processes developed by southern scientists have opened the
way to countless new developments—newsprint from south-
ern pine, plastic products of all kinds, modern poultry raising
methods that give the area one of the largest broiler industries

in the nation—to name only a few.

Abundant resources, ample electric power and alert tech-
nical leadership have provided a sound basis for an industrial
and agricultural expansion that has out-stripped the rest of
the nation. But great as progress has been in the past,
scientists working hand-in-hand with businessmen are proving
daily that the possibilities in Southern City and the South

are unlimited.

nghly trained scientists of Southern the four operating companies for further information.

Research Institute, Birmingham, ferret
out new and better manufacturing pro-
cesses. Their work is typical of research
activities being carried on. throughout
the South.

ALABAMA POWER COMPANY, Birmingham, Alabama
GEORGIA POWER COMPANY, Atlanta, Georgia
GULF POWER COMPANY, Pensacola, Florida
MISSISSIPPI POWER COMPANY, Gulfport, Missisgippi
THE SOUTHERN COMPANY, Birmingham « Atlanta

The South and The Southern Company Group are both
growing together. .. :
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The International Materials
Conference: A Super Cartel

By JOIIN L.

COLLYER*

Chairman of the Board and President, The B. F. Goodrich Co.

Stating that U. S. is now participating in inter-governmental
commodity cartels that have never been submitted to Congress
for ratification, prominent industrialist describes the Interna-

tional Materials Conference as

an outstanding example. Term-

ing the IMC a super cartel, Mr. Collyer says actually it is a
controlled materials plan on a world scale and its decisions
can inflict incalculable damage to the American economy. Con-
tends workings of IMC forced curtailment of domestic auto-

mobile production due to lack

of copper while other countries

are allocated a sufficient supply of the metal to increase their
output, Cites failure of attempts to interfere with normal func-
tioning of the free market for rubber, and urges Congress pass
pendmg legislation limiting authority of President to partici-

pate in

There are few if any materials
- today that do not play some part
* in International trade.

We know that the market and
the price
prospects of
these ma-
terials are af-

-fected by
" many National
“and Inter-
- national in-
fluences.

Certain
commodities

~are, asyou
‘know, now
subject to
- some form of
- domestic or
International
control, Some
- of these controls have recently
been removed. Perhaps there is
- good reason now why we should
- seriously. consider the elimination
of all forms of commodlty con-

" trols.
It seems to me that the best way
~ to highlight the problems involved
is to review briefly the history of
one of the major commodities in
world trade and then discuss cer-
tain actions already taken and
others under consideration for

John L, Collyer

*An address by Mr. Collyer before the
National Assn of Purchasing Agents,
Atlantic City, N. J,, May 27, 1952.

cartels.

trying to solve problems of sup-
ply, demand, and price,

I have chosen rubber as the
commodity to illustrate my points,
first, because it is the commodity
with which I am most familiar,
and second because of experience
with feast or famine in rubber,
resulting in a variety of en-
deavors to interfere with the
normal functioning of the free
market. Each of these attempts
ultimately failed but at least two
of them were effective in restrict-
ing rubber production with the
result that the inefficient as well
as the efficient growers enjoyed
abnormally high profits on sub-
stantially reduced output.

Today, -because of an apparent
abundance of rubber, govern-

ments of certain rubber-growing.

territories are proposing that
another effort be made to guar-
antee high profits for the growers
of rubber and guarantee very high
tax collections for the govern-
ments concerned. Planners, many
of -whom are well intentioned,
seem to see an opportunity to try
to prove that a controlled econ-
omy is better for a country and its
people than is our kind of com-
petitive economy.

Lessons from History

Perhaps something can be
learned from history which will

- controlled - areas.
crude rubber  collapsed -and by.
cents a:

keep us and others from repeat-
ing mistakes of the past.

Our nation always has imported
its supplies of crude or agricul-

. tural rubber. Until 1914, South

American and West African wild
rubber supplied almost all of our
needs, but in the succeeding quar-
ter-century—until World War II
—our country’s demands for rub-
ber were met almost entirely by
the cultivated rubber lands in:tne
Far East.

Through the years there have
been violent and disastrous flue-
uations in rubber prices — the
extremes being $3.15 per pound in

. 1910, and 2% cents per pound in

1932. The highest prices were
reached in 1910 when the auto-
mobile was rapidly gaining in
popularity.

In 1922, the British Government
adopted - the Stevenson Scheme
restricting the production of crude
rubber in Malaya and Ceylon; and
the price of crude rubber, which
had fallen to 11% cents a pound,
pegan to climb, By 1925 it had
soared to $1.25 per pound.

This was dramatic evidence of
the extent to which rubber manu-
facturers and many millions of
consumers of tire and other rub-
ber products were victimized by
manipulation of crude rubber.

The Stevenson Restriction car-.

tel, which applied only to British
controlled rubber-growing areas,
then producing about two-thirds
of the world rubber supply, was.
terminated in 1928 because non-
controlled rubber-growing areas:

had made substantial gains in po-_-

sition at the expense of British
The - price of

1932 was ‘down to 2%
pound. :

In order to survive, all rubber
growers then faced .the problem
of increasing efficiency and re-
ducing production costs, Consid-
erable "progress was made ‘but
most growers could not forget the
days of rassured profits. So ‘the
International Rubber Regulation
Agreement, sponsored - by the
British and Dutch Governments,
became operative in 1934 and cov-
ered areas which produced about
98% of the total world rubber
supply.

Under this Agreement, the price
fluctuations were not so extreme

" oVTHING GROnS

FA?&I’ER and S'I'EADIER

I'-REE COPY,’ Excerpts of our

1951 Annual Report feature an amaz-
ing engincering scudy of Florida's
estimated growth for the nexe 10
years. Interested? Address our General
Offices, P.O. Box 3100, Miami, Florida,

433)
Uity
"""“"’ﬂm.

A SOUND STATE WITH A SOUND AND EXPANDING ECONOMY! .

195262 ENGINEERING FORECAST
OF FP&L CO. SYSTEM POWER REQUIREMENTS

JAN. 1, 1962 ! !

1,405,000 kw
196

—

10-YEAR GROWTN FORECAST

JAN. 1, 1952
000 B

Engineers estimate we’ll have to
triple our present power supply
.by 1963 to match strides with
fast-growing Florida’s demands,

INDUSTRY, AGRICULTURE, COMMERCE, POPULATION, PURCHASING POWER, NEW
CONSTRUCTION...year after year; Florida leads in almost any index you

. can mention.
Such a record spells opportunity..

.for busmessmen, investors, workers,

vacationists...everyone! There’s a “place in the sun” for yox in Florida's
bright future! Better look into it!

FLORIDA POWER &

g

LIGHT COMPANY
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—the high during the period was
about 27 cents a pound in 1937 —
but the prices were maintained at
a high enough level so that the
inefiicient as well as the efficient
producer could make substantial
profits, while operating at as low
as 65 or 70% of capacity. This
cartel was permitted to expire in
1944, when about 90% of the rub-
ber-growing areas were held by
the Japanese militarists.

Perhaps the tnost important
long-range result of these two
cartels was the great stimulus
given to the search for materials
that could replace rubber in tires
and many other products.

The use of reclaimed rubber
was materially increased.

Cur company redoubled its in-
terest in finding through creative
research a satxsfactory man-made
rubber.

On June 5, 1940, eighteen
months before Pearl Harbor B.F.
Goodrich announced the produc-
tion  and commercialization of

" America’s first general-purpose

butadiene-type rubber, and the
sale of passenger car tires in
which the new rubber replaced
more than 50% of the crude rub-
ber normally used. These tires
were purchased by thousands in-
cluding ‘more than 200 leading
American. companies. Some of
you may recall the reports that
you gave us on how exceptionally
well .these tires performed in
service.

Impetus to Man-Made Rubber

.The real impetus to the pro-
duction of man-made rubber in
government: financed plants came
when the Japanese cut: the rub-
ber life-line to the Far &last early
in 1942,

From an almost standing start
in 1942, our country was, by May
1945, producing American rub-
bers at the rate of 1,000,000 long
tons a year—an industrial achieve-
ment without parallel-—an accom-
plishment without which, top mil-
itary leaders have stated, we could
not have won the war. Over 57%
of the new rubber consumed in
our country during the war was
American rubber, and in 1945—
the year in which the war was

‘won—=87% was American rubber,

As a result of competition from
crude rubber, consumption of the
man-made rubbers declined in the
post-war period and some of the
plants were placed in mothballs.
Then came Korea. Our nation’s
strategic stockpile of erude rubber
was below the level considered
necessary in the event of an all-
out war. So rubber consumption
was restricted in our country un-
til government owned rubber-
producing plants could be reac-
tivated and brought up to capacity
output and our crude rubber stra-
tegic stockpile increased to a safe
level.

These objectives have now been
accomplished. They were accom-
plished in spite of the fact that
the consumption of rubber was
not restricted in any other coun-
try in the free world, even in
those countries which we regard
as our allies and to which we
were and are extending financial
assistance. Instead some of those
countries continued to sell rubber
to. Russia and China.

‘However, despite the restric-
tions in- this country, we  con-
sumed the near record output of
‘over 1,200,000 long tons of new
rubber in the United States last
year, of which 720,000 tons or
almost 63% were man-made rub-
bers. We are no longer dependent
solely upon the tree-grown prod-
uct which must be imported from
distant areas. We now have our
own equivalent of rubber planta-
tions. Evidence of our country’s
improved position is' shown by
the’removal in April of this year
of domestic controls on rubber

consumption.

. Thursday, June 12, 1952

The Tubeless Tire

For certain uses, tne man-made
rubbers are superior to crude
rubber—in’ fact, we make many
products today wnich cannot be
satisfactorily duplicated from
crude rubber. .One type of man-<
made rubber made possible the
B. F. Goodrich Company’s re-
markable tubeless tire. For cer-
tain other uses, one or more of
the man-made rubbers can replace
all, or a large percentage of crude
rubber with no effect upon end-
product quality, For some uses,
however, crude rubber is the pre=
ferred matenal We still require
a high percentage of crude rubber
in truck and bus tires which.oper-
ate at high speeds and under
heavy overloads. However, the
quantity of crude rubber neces—
sary for this purpose decreases
year by year with the steady ad-
vance in technology.

There now exists a competltlve
area between all of the many
types of rubbers and to you, as
users. of rubber products, this
means assurance of max1mum
quality at lowest cost.

Now I shall comment on the
growth in rubber consumption
and the .current supply- demand
situation.

In 1870, when Dr. Bemamu;
Franklin Goodrich founded his
little company in Akron, Ohio, the
total world rubber consumption
was only 8,500 long tons. This

.year, the world should consume

about 2,350,000 long tons.

For the longer-range  future,
there is every indication that rub=
ber or its equivalent will con=-
tinue to increase in consumption.
We estimate that in 1962 the
world will require at least 3,250,=
000 long tons of new rubber.

That is the demand outlook.
Now let us review the outlook for
supplies.

Supply Outlook

The world practicai capacity for
producing . crude rubber is ap-
proximately 1,800,000 tons per
year. With the total world demand
for new rubber at about 2,350,000
long tons this year, it is evident
that 550,000 tons or more of man-
made rubbers must be produced
to supply the  world demand.
Since the world capacity for pro-
ducing man-made rubbers is 1,=
100,000 tons, ample supplies
should be available for the next
few years. )
" But what of the longer-range
outlook? It requires seven years
from the time a rubber tree is
planted until it -can be tapped
profitably. With the present dis-
turbed political conditions in the
Far Eastern rubber-growing
lands, it is unlikely that there will
be substantial new investment in
crude rubber plantations in that
area. The problems of tree blight
and ‘- of ‘labor supply must be
solved before large-scale plantings
in other parts of the world can
be considered practical.

If we are to have the rubber

which we shall need in 1962, it
is apparent that the capacities for
producing- man-made rubbers
must be increased. This will be
acco ished, we believe, by
technological developments which
will increase the output of exist-
ing facilities, and by the construc-
tion of additional facilities. in the
United States and probably in
other countries,
- Thus the world appears to have
ample suvplies of rubber today—
and reasonable assurance of ade-
quate supplies in the future. In
view of these prospects, why
shéuld there now be.any - inter-
national problems in rubber?

The question centers in the
near-term supply-demand posi~
tion. With an indicated excess of
supply over demand, the price for
the standard grade of crude rub-
ber. which was 18 cents a.pound
early in 1950 and which reached
a high of 90 cents a' pound fol-
lowing . Korea. has: been steadily

Continued on page 39
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Business and Government—
What Their Relations Should Be

By HON. WALLACE F. BENNETT*
U. S. Senator from Utah

Asserting there is definite . atmosphere -of conflict in relations

between governmeit and business, U. S. Senator and former
business executive discusses adverse attitude toward bigness
and growth in business, and contends there is fetish in govern-
ment for small business, while, at same time, movement is
for “bigness” in government. Says business and government
share same weaknesses and that overlapping competition be-

tween them seems inevitable.

Points out we must find first

principles and have courage to apply them in fixing relations
between government and industry. Concludes government and
business should be partners, not opponents.

I am having a unique experi-
ence. I am a ran who, after 30
years in an atmosphere of and
-career in business, suddenly finds
himself a part
of the govern-
ment I
-brought to my
new job - the
attitude that I
-am sure.many
-of you have
toward t h e
‘government.
"Like you, I
‘was inclined
to observe
that the Fed-
eral Govern~
ment was the
biggest busi-
ness in the
‘world; that
we needed more businessmen in
government; that if we tried to
Tun our businesses the way the
Federal Government is run, they
would soon fold up.

Wallace F. Bennett

*An address by Senator Bennett before
the 20th Annual Convention of the Edison
Electric Institute, Cleveland, Ohio, June
3, 1952,

Today, I have chosen to report
to you some of my observations in
this interesting question of the re-
lationship between business and
government and the problems cre-
ated by that relationship.

From the point of view of both
business and government, I think
it is fair to say that, at this point

i in American history, there is a

definite atmosphere of conflict be-
tween these two great forces in
our American life. In some ways,
that is inevitable; in many ways, it
is unfortunate. I think it is im=-
portant that we spend a little time
trying to find out why this should
be, and then spend a little more
time talking about what should
or can be done about it.

The first thing that impressed
me when I came out of business
and went into government is that
government provides a completely
differeni atmosphere. It has a dif-
ferent vocabulary. The words that
are common to these two parts of
our society have different mean-
ings. When these words are used
in their separate atmospheres, it
is difficult for business and gov-

ernment te'fiid cemmon ground
on which to discuss common prob-
lems.

The second thing, of which I
have 'had constantly to remind
myself, is that there are no such
things as “business” or “govern-
ment” abstractions. There are

.only men, men who serve in one
‘phase of our life ‘or the other.

When I made that discovery, it be-
came easier for me to understand
what. was going on. I could real-
ize that these men are moved by
the . same motives. They are
plagued by the same weaknesses.
If they are honest and honorable
and men of integrity and good in-
tention, they are looking forward
to the same objective. But with
the best goodwill in the world,
they get involved in the differ-
ences of the situations in which
they work and help to contribute
to the conflicts.

I know it has been interesting
to me, and T am sure to you, to
observe that -occasionally busi-
nessmen do go into government.
After awhile, a few months or a
few years, those who knew them
back home when they were in
business are inclined to say-that
they have changed, that they have
caught = “Potomac fever.” The
forces of the government have
been too powerful for them. I
don’t think that is always alto-
gether fair, because you have to
change in order to meet the sit-
uation in which you work.

I would like to suggest three
examples to point out the prob-
lems as I see it. I have suggested
that men are moved by the same
motives. I think there is no more
fundamental motive in human life
than the desire to grow, to de-
velop, to build, to achieve, to be
rewarded, and that motive moves
men in business and it moves men
in industry. When we are rea-
sonably successful in either
sphere, the organizations with
which’ we work begin to grow.

They get bigger. That is the meas-
ure of our success,

Question of Bigness and Growth
in Business

One of the interesting conflicts
between government and business,
today, arises over this question of
bigness and growth. The govern-
ment says, “Business is too big.
It has got to be curbed and con-
strained, -and we are the boys to
do it.” And business says, “Gov-
ernment is too big. It is getting
out of hand. It is threatening the
liberties of our people. Some-
thing has got to be done about it.”
And, yet, both of these conditions
happening side by side, are the
result of the most normal human
motive, the desire to grow and
build.
. Let’s stop a minute and look at
these two situations. Government
says, “Business is too big. We
can’t have the power that goes
with economic situations left in
the hands of selfish men, whose
chief motive is to make a profit,
whose motivations are economic.”
For men in government, power is
the only reward, because govern-
ment as a career doesn’t provide
financial rewards commensurate
with those that can be earned in
business by men of the same abil-~
ity, but it does provide the satis-
faction that goes with power., So
government says, ‘“Business gets
too big. They get both rewards.
We have got to stop it.” Then,
government says, “Moved by the
desire for profit, business, when it
gets too big, makes too much
profit. And when that becomes
accumulated into a few hands, it
robs us in the government of the
power adequately to serve the
voters, the consumers, the citizens
of the United States. It interferes
with our income, and so we have
to stop that.” ,

There has grown up in govern-
ment a very interesting situation.
There has developed a fetish for

(2443) 15

little business. Big business is evil,
and little business is virtuous. It
is interesting to me to sit in the
Senate and see that the men whe
led the fight against business as
a whole are the ones who worship
at the shrine of little business as
a virtuous check and competitor
of evil big business.

Well, let’s turn the page over.

“Government is too big,” say the
businessmen. “It has too much
power. It is collecting too much,
of the national income and spend-—
ing it. It is accumulating. It has
grown until it is the largest em-
ployer in the world, It has too
much influence over the lives of
people. It interferes with the or-—
dinary economic process, because
it has become so big.” We criticize:
government as businessmen. We
say, “It is wasteful.” We say, “It
is extravagant.” We say, “It takes
too big a bite out of the national
economy for taxes.”
. But, in defense, government
says, “Our purpose is to serve the
individual citizen, and we see the
individual citizen fundamentally
as a consumer, a man, with wants
and needs. And we can’t get too
big to serve him. He has still too
many wants and needs that are
unsatisfied.” ‘

The government-official says te
the businessman, “You say ther
government is wasteful. What oft
it? What we waste, actually, in-
creases and hastens the process of
consumption, You say the govern—
ment is extravagant. Government
can’t be extravagant, because its
resources -are limited to the re-
sources of all of the people, and
as long as there are unmet needs,
it is our obligation, to take those
resources and attempt to meet
those needs.

“You say taxes are too high.

Well, taxes may be a burden to
the businessman and to some citi-
zens, particularly, the big ones

Continued on page 40
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THE PORTSMOUTH POWER STATION. — Another new generating station

WITH THE NEED COMES THE POWER...

Power for Production; Production for Freedom.
Year by year, Vepco adds more capacity to its
system. (Its construction budget for this year
alone is $50,000,000). Construction now under
way, when completed, will more than double the
1946 capacity for generating electric power on
the Vepco System, serving most of Virginia and
parts of North Carolina and West Virginia.

In. other words, during the past five years,
Vepco power station capacity has increased
over ‘77 per ‘cent, and when new construction
now under way.is-completed, not including the
widely-publicized Roanoke River hydro devel-

_opment, the increase will be over 151% — from
075,000 Kw.

1946.10:1

¥

427,000 Kw. in

" Unless critical materials are unduly restricted
or withheld, delaying present and future con-
.. struction, Vepco will maintain an adequate sup-
ply of electric power for all present and im-

mediate future needs.

with twin units generating 210,000 Kw.; one unit for completion early in
' 1953, the other late in “54.

VIRGINIA ELECTRIC AND POWER COMPANY
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‘Continued from page 7 '

~ Investing

‘gecurities I look at them every
-day in the light of: “Are these
‘the best ten or 20 securities which
T can own today?” In other words,
T am never satisfied that my selec-
tions ‘are or will remain the best
‘selections for an indefinite pe-
riod. I take the attitude that there
is always room for improvement.
By exercising enthusiasm in seek-
ing for better securities, and per-
‘severence in such seeking, I keep
‘miyself on my toes. I am not wed
to any security and I am open-
minded regarding the merits of
those securities which I do not
own. This does not mean, of
course, that one must make con-
stant changes in his portfolio, but
it does mean that this attitude in
itself is a healthy one for main-
tenance of a list of securities
which at all times is best adapted
to changing conditions.

So many people devise a
method of operation in the buying
and selling of securities because
that particular method may have
worked for them in the past. These
people lose sight of the fact that
the market changes its character
from time to time and that unlike
1he ocean, there is no regular pe-
riodicity of tides. For months the
market may remain within a trad-
ing range during which time prof-
itable buying and selling can be
done for small profits. At other
times the market may be in a
dynamic phase of either advance
cor decline, at which time it may
be advisable to hold on the ad-
vance or to sell on the decline. One
cannot, therefore, say that he will
always operate for short profits or
long ones. He must be flexible.
He must change his method of
operation in accordance with the
changes in the character of the
market. He must go with the tide,
He should not regard himself as
a King Canute and expect the
waves to stop at his command.
The baseball player learns to let
the ball come to him rather than
to fight it; so, too, the successful
‘investor will learn to let the mar-
ket come to him rather than to
attempt to impose his  method of
operations on the market,

To be flexible does not mean
to lose one’s perspective or to be
swayed by either temporary fluc-
‘tuations or opinions gathered from
‘others. If one has taken a position
based on sound judgment he

for Pr‘o.ﬁ'l;

sult of ‘widespread publication of
bad news.affecting that industry,

« ‘When an. industry becomes overly.

depressed-and its  securities fully
reflect - the -set of circumstances

. prevailing at that time, purchases

should hold to that position pro-
vided he is not'confronted with
compelling reasons for changing
his judgment. Too often we hear
a person say that if only he had
stayed with such and such a stock,
or if only he had done this, that
or the other thing, he would today
be a wealthy man. That person
has no one to blame but himself,
because either through luck or the
exercise of good judgment, he took
a position but failed to adhere
to it. Of course, all of us are go-
ing to make mistakes and perhaps
the best motto to cope with this
inevitable factor in market opera-
tions is the saying: “He who looks
back in the market dies of re-
morse.” Look back, yes, to gain
from experience, but look pri-~
marily forward because only the
future will bring successful opera-
tions. '

There are fashions in stocks just
as in dresses and therefore one
must be flexible to the extent of
recognizing these style changes.
Fashion enters our everyday lives
whether it be in clothes, auto-
mobiles, houses or the fad of gold-
fish swallowing. So, too, does the
investor follow certain fashions in
the purchase of securities repre-
senting various industries. At one
time it will be the natural gas
stocks; at ‘another the aviation,
the oils or some other group. One
must therefore be quick to recog-
nize the changes in stock styles
and to take advantage of such
changes, Unless he is flexible to
this extent he will miss out on
many important moves which
prove extremely profitable _to
those who get aboard at an early
stage. Fashion is first recognized,
as a rule, by increased activity on
the tape in the securities of that
particular industry.' It is closely
followed thereafter by comments
on the industry by financial writ-
ers. I do not mean to say that
movements in the stocks of a par-
ticular industry- are based solely
on fashion, but rather that basic
changes taking place within that
industry are reflected by in-
creased activity and higher prices
in the securities representative of
that industry, and that that move-
ment serves to be recognized as a
fashion. Follow, don’t buck the
trend.

Fashion . works .in reverse as
well.  Oftentimes an industry will
become overly depressed as a’re-

can be made provided one foresees
a basic improvement in the not too
distant future. In any operation
such as this, one requires flexibil-
ity and courage for the reason that
he is buying securities. which at
that moment are extremely un-
popular. To the extent, however,
that they are unpopular, they are
also probably on. the bargain
counter. From a technical stand-
point sych securities usually reach
a bottom after a protracted de-
cline and after they have traded
within a narrow range on or about
the low point for a long period of
time. Such action is usually in-
dicative of long range accumula-
tion, and if one possesses the cour-
age of his convictions he can often
make advantageous purchases
within that depressed industry at
such times. At a later date when
the securities of that industry
again come into favor and once
more are fashionable with secur-
ity buyers, it will be time to dis-
pose of them in order to take ad-
vantage perhaps of other situa-
tions depressed at that time. It is
difficult to gauge when fashion
is at a peak, but here again, it will
probably be reached  after securi-
ties have had a protracted ad-
vance and after they have flat-
tened out within a narrow range
at about the top of the move. The
opportunities in depressed securi-
ties are many, but one must be
flexible in his thinking in order to
take advantage of these opportun-
ities because it goes against hu-
man nature to buy into an indus-
try when the news surrounding it
is bad.

By all means be flexible. Learn
to accept losses. Learn to repur-
chase a security at a higher price.
Watch for changes in fashions.
Learn td seek improvemént in
your securities position and look
back only for the purpose of prof-
iting by past mistakes. Above all,
look to the future, Learn to take

~advantage of depressed situations.

Flexibility is a keynote to success.
m

Tailored Securities

Our economic lives are depend-
ent upon investment. Everything
we use and consume requires in-
vestment before it can be pro-
duced. All workers must have
tools with which to work and se-
curities are the means of raising

"AMERICAN NATURAL GAS COMPANY

A NEW JERSEY CORPORATION

MICHIGAN CONSOLIDATED GAS COMPANY e« MILWAUKEE GAS LIGHT COMPANY
MICHIGAN-WISCONSIN PIPE LINE COMPANY

AN INTEGRATED NATURAL GAS SYSTEM TRANSMITTING NATURAL
GAS FROM THE SOUTHWEST TO MICHIGAN AND WISCONSIN
AND OWNING GAS DISTRIBUTION COMPANIES SERVING MORE
THAN 950,000 CUSTOMERS IN THOSE STATES — INCLUDING THE
GREAT INDUSTRIAL CENTERS OF DETROIT AND  MILWAUKEE.

The Commercial and Financial. Chronicle . . - Thursday, June 12, 1952

funds, for' the’ purchase' of these

lies,in failure.on the part of any

tools. The opportunities~for~in:-one company  to- keep abreast of

vestment; therefore;:are ‘as: many-.
as'the products and services which::
are available to us.. For-this.rea~:-
-swings; than the economy as a

son investment: selection ' knows:

virtually no limitation: 1t is.im-:
portant that the individual should:-
-and railroads. It is well in select=-

select those investments which:
best fit his needs.:

Perhaps ' the simplest. analogy-
rtime when the cycle is about ready

might be to -say that steak.and
potatoes ‘are good- for the young
and healthy and poached eggs and
toast are best for the old and fee-
ble. In other words, the young and
gainfully employed can afford -to
buy securities carrying:some de-
gree of risk in the hope of future
growth and therefore the building
up of an estate for later years.
They can eat steak and potatoes.
The old and not gainfully em-
ployed who are dependent upon
investment income must take a
different tack and purchase only
those securities which afford a
high degree of safety together with
adequate income. Their days of
looking for growth are past and
therefore their diet should be one
of poached eggs and toast.
Investments, like shoes, must fit
the individual. There are all types
of gradations and one must be
careful to select only those securi-
ties which represent calculated
risks in accordance with his abil-
ity to assume such risks. Yes,
everyone wants three things out
of investment: (1) safety of prin-
cipal; (2) income; and (3) appre-
ciation. He cannot, however, have
all three in the same proportion.
This is an important principle to
learn just as it is important to
know that one cannot time the
stock market. If you will decide
which of the three factors is most
important to you and buy securi-
ties accordingly, you will attain
investment contentment.

- The three factors are to be found

in varying degrees in bonds, pre-
ferred stocks and common stocks,
and everything else being equal
the factor of safety of principal
will be in that order. The factors
of income and appreciation will be
in reverse order. But everything
is not always equal and it is im-
portant, therefore,
the merits and demerits of the
individual security regardless in
what classification it may fall. The
old days of setting up a rigid for-
mula for investment are past. Then
the formula used to be one-third
of one’s money in each of the three
categories. Today it is altogether
possible to obtain the three im-
portant factors through an all-
common-stock portfolio. This is
accomplished by buying different
types of common stocks which can
be called defensive, growth and
cyclical. Defensive stocks are those
which represent companies pos-
sessing more or less a static de-
mand for products or services,
such as the utilities,- tobaccos,
foods and drugs. During good times
and bad, we must use the products
and services of these industries
and, therefore, their sales will
tend to hold steady and income
and dividends for the same reason
are apt to be fairly stable. By the
same token these industries, while
possessing, of course, a degree of
growth with expanding popula-
tion, do not possess the dynamic
growth possible in faster expand-
ing industries.

Growth stocks are designed pri-
marily for those seeking apprecia-
tion over the years. This class
perhaps is best represented by the
chemical group, followed by such
industries as electronics, oils, air
transports, etc. Because companies
operating in this category indulge
in intensive research activities,
they are constantly producing bet-
ter products for existing markets
and developing new products. for
new markets with the result that
sales tend to expand faster than
the normal secular growth. of -the
nation, The financial rewards,
therefore, tend to keep pace with

~this type of research.  The risk

.remember,

its-- competition, .-Cyclical. stocks -

-are.those:representing ‘industries- . -

which: tend.-to fluctuate in wider

whole. ‘These are typified by‘stqel,'
rail. equipment,: mining, building

ing securities of this type to be
sure that one is not buying at a

to reach-a peak. Ofentimes cycli-
cal securities will prove extremely

<profitable speculations when

bought at or near the low point of
the cycle.

. From this brief enumeration of
the..various kinds and types of
securities it is possible to realize
the many possibilities which are
available to the investor. Again
I say that he must select the kinds
and types which fit his needs, as
only by so doing will he be fol-
lowing sound investment practice.

One way in which to guard
against unsound selection is to
include many different securities
in order to obtain diversification.
Almost all of us have been taught
that in diversification lies safety.
To a degree that statement is true.
Like any other principle, how-
ever, it can be overworked. Too
much diversification in order to
obtain safety often leads one away
from careful selection, If he leans
too heavily on diversification and
too little on selection of individual
securities, he may wind 'up with
a long list of mediocre stocks. For
my part I should much rather
limit diversification because by
so doing one is more careful in
each individual selection for the
reason, of course, that his stake
is greater in each particular secu-
rity. Fewer securities are also
easier to watch.

If you will be just as careful in
selecting securities as you are in
buying the clothes which you wear
or the food which you eat .or the
house in which you live, then you
will attain a. sound investment
program. Remember that your se-
curities must fit your needs, and
too, that you must
carefully analyze your needs from
an objective viewpoint.

v

For the Uninitiated

‘What I have said thus far has
been directed primarily to those
who possess at least an under-
standing of the securities markets
and the fundamentals of invest-
ment. What about those of you
who do not have such a back-
ground or feel that you are not
prepared to lay stress on selection
rather than timing of the market,
to adopt an extremely flexible
attitude toward securities and to
select those which fit your needs?
There is still another answer for
you. This answer or solution is to
be found in the acquisition of
investment company shares. You
can purchase either what is called
the closed-end or the open-end in-
vestment companies, The closed-
end investment company has a
specified number of shares out-
standing and these shares sell at a
price determined by supply and
demand, just as the shares of any
other corporation. Such shares are
usually available at a discount,
from asset value and while this in
itself may appear attractive,
nevertheless the discount may be
of little advantage to the investor
for the reason that the discount
may prevail for the indefinite fu-
ture. Nevertheless it is reassuring
to be able to buy securities at a
price which is below their true
asset values. There are several
large, well known investment
companies in this category, some
of which are listed on the New
York Stock Exchange.

The Open-End Investment Com-
pany is more commonly called a
Mutual Fund and the number of
shares outstanding of each such
fund at any one time depends en-~
tirely upon.the number of buyers

to consider
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and sellers for. that . particular
fund. In this case. the shares al--
ways sell at net asset value. You
do, however, pay what is called a
“load” factor or sales charge when
purchasing these funds, amount-
ing to somewhere between 6%
and 8%. The charge in itself is
not large provided it is amortized
over a period of years. Mutual
Funds have grown in popularity
. tremendously in recent years, the
total amount of money so invested

~ having risen from virtually neth-
ing 20 years ago to over $3 billion
today.

In both types of investment
companies the investor has his fi-
nancial managing done for him.
In: other words, the financial ex-
perts who control the pooled re-
sources buy and sell in accordance
with their best judgment as de-
termined through their research
activities. The investor need take
no thought for the individual se-
curity if he buys investment com-
pany shares as all the principles I
have enumerated and many others
are followed by the investment
management of the trust. The his-
tory ‘of most investment compa-
nies is good. They tend to . do a
superior job and--the shares for
the most part have reflected this
performance over-the years.

Every man, woman and child in
the United States possesses an in-
herent right to participate in the
growth of this ceuntry. Perhaps
the easiest means of participating
in such growth is through the ac-
quisition of securities. It makes
little difference whether you buy
individual securities' or invest-
ment company shares, but what-
ever you do, be sure to start an
investment program and to adhere
to it. . By so..doing you. will be
playing a part in the capitalistic
system of America, which system
is by far the best which has yet
been devised. Your rewards over
the years should be large and un-
less you do participate in the
growth of America through the
purchase -of securities you ‘will
find that inflation, which is al-
ways with us, will cause a de-
terioration of your savings.. Se-
curities representing private prop-
erty tend to advance with increas-
ing prices in the economy, With
the exception of the 19th Century
the history of mankind has been
one of inflation and most certainly

" today there is no indication to the
contrary, There exists, therefore,
a two-fold purpose for buying
securities: . (1) to participate in
the natural growth of our coun-
try, and (2) to guard against the
ravages of inflation.

One of the finest lectures ever
given, and it was delivered over
6.000 times, is called “Acres of
Diamonds,” by Russell  Conwell.
The message contained in the
lecture is that opportunities for
making money abound within our
own backyards and that the
making of money is a good thing
in that money is a power for good
within the family and in the out-

side world. “Acres of Diamonds” .

are to be found witkin the finan-
cial pages of our large newspapers,

the fortunes that have been made
during that period! During this
time we had the panic of 1907,
the recovery to 1914 and then the
First World War. We had inflation
and the silk-shirt era of 1919,
followed by a short depression,
and then the great Bull Market
of 1924 to 1929. Everyone knows
about the depression of the early
thirties, and the recovery to 1939,
followed by a readjustment and
still another recovery up to 1941
when we were struck by the
Second World War. This was fol-
lowed by a readjustment and then
the postwar inflation era, and
finally Korea and still more in-
flation. That history is not one
of “normal” times, but rather one
of changing times. There is no
such thing as mnormalcy. Any
time is a good time to invest,

provided you select securities
rather than time the market, re-
main flexible in your attitude
toward securities’ and carefully
determine which kinds and types
of securities fit your needs. -

If you aspire to a sound invest-
ment program, my final advice
to you is to follow this procedure;
First, determine your investment
requirements with a clear and
impartial objective viewpoint.
That is to say, think out for your-
self the order in which you should
seek the prime. investment ob-
jectives of safety of principal,

income and appreciation. Once -

having done this, then select the
types of securities—bonds, pre-
ferred stocks and commeon stocks
—and the industries which best
fulfill your requirements. There-

after select the best comparative
values in the securities of those
types and industries. At that stage
you will have finished the initial
program, but forever afterward
be prepared to make changes in
order to take advantage of chang-
ing conditions and to adhere to
your investment program as you
have devised it. If there is any
question in your mind about your
ability to formulate this program,
or else to find someone to do it
for you, then revert to the pur-
chase of investment company
shares.

Good investing to you!

Renyx, Field Adds

DECATUR, Ga.—LeRoy Bow-
ers, Jr. is now associated with
Renyx, Field & Co.

(2445) 17

Joins Walston, Hoffman

(Special to THe FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Philip
B. Flaherty has joined the staff of
- Walston, Hoffman & Goodwin, 550
South Spring Street. He was for-
merly with E. F. Hutton & Co. and
Kerr & Bell.

- With First Oakland

(Special to THE FINANCIAL CHRONICLE)
OAKLAND; cCalif.—Clifforq A.
Hatch has become affiliated with
the First Oakland Corporation, Fi-
nancial Center Building,

With First California

SAN FRANCISCO, Calif. —
Laurent C. Hallonquist is with
First California Co., 300 Montgom=
ery Street.

If Columbia Gas System, as a public
service company, is fo continue
expanding its facilities to meet

the public’s demand for natural gas—

¢ Must See To It That Our
Stockholders Receive A Proper Return

{

Customer rates must be raised

to offset today’s swollen costs of doing busi-
ness. The increased price of equipment, gas
and labor has reduced our earnings. Conse- .

quently,
where a
tained.

Fas rates must be brought to*a point
air return for investors can be main-

Applications for higher rates

are now pending before the Federal Power
Commission and before several State Public
Utilities Commissions.

A Public information program

is underway 10 tell Columbia’s customers why
an increase is necessary. This program will
acquaint consumers with these facts:

Since 1946, the price of gas we purchase

in the

Appalachian area has increased

19.59%. Southwest gas has increased 20%,
wages and benefits have risen 449 and
Fe

eral income tax rates 38%.

The full story of rate increases

is contained in a talk given by Stuart M.

. Crocker, Board Chairman, to

Columbia Gas

System employees. A copy of his talk in booklet
form will be mailed to you npon request to The

Columbia Gas System, Inc., 120
New York 17, N. Y.

East 41st Street,

COST OF LIVING vs COST OF RESIDENTIAL GAS
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When the prices on everything we buy ﬁo
up, our earrings come down. That’s why
change members and other secu- we cannot conlinue to sell our gas at the
rity dealers, It is all there within e same price,

our own backyards. We need only : ¢

take advantage of what is offered i
us.

It is a pity that so many people
do not get started on an invest-
ment program,. particularly at an
early age. The primary 'reason,
perhaps, for failure to do so lies
in the fear of the unknown. Of
course, anything will remain un-
known unless one: looks into the
matter. Then, too, many people
have good intentions about start- -
ing an investment program but
fail to act because they are wait-
ing for so-called “normal” times.
If you will think about it, you
will realize that if you had waited
for normal times you would not
have made any investment - for
the past 50 years, and think of

in financial periodicals and in the *
offices of New York Stock Ex- COST OF LIVING * commeemn
RESIDENTIAL GAS cwmecsccans

*Bureau of Labor Statistics

COLUMBIA
GAS
SYSTEM.

x |
*

THE COLUMBIA GAS SYSTEM

CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporafion, Amere (?us
Utilities Company, Virginia Gas Distribution Corporation, Virginia Ges Transmission Corporahor\
Big Marsh Oil Company, Central Kentucky Natural Gas Company; COLUMBUS GIOUPS.Thc Ohio
Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat Company, Binghamp-
ton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Keystone Gas
Company, Inc., Natural Gas Company of West Virginia; OIt. GROUPs. The Preston O# Compgnyg
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Senator 0'Conor Scores
Federal Power Expansion

Tells Maryland Bankers, TVA was only the beginning of
“big grabs” which have deprived thousands of private investors
of a source of income, has lost millions of tax payers’ money,
and has operated in favor of only a limited number of citizens.

In an address before the Mary-
land Bankers Association, at At-
Iantic City, N. J., on May 27, Sen.
Herbert R, O’Conor of Maryland
attacked the rapid expansion of
the Federal power projects as
“big grabs,” which has proven
to be costly both to investors and
taxpayers.

Referring to this development,
the Senator stated:

“Many of our people have no
conception, I am sure, of the point
to which the Federal government
has injected itself into the elec-
trical power phase of private in-
dustry, Many Easterners seldom
have occasion to see the huge
power projects that dot the West-
ern half of the nation. However,
one has only to study the data,
and familiarize himself with the
announced plans of the public
power proponents, to realize what
a threat government activities in
this field offer not only to -the
utilities of the country, but ul-
timately to all other basic indus-
tries.

“Because it was not only one
of the first big ‘grabs’ in which
the public power proponents were

successful, but also because it is
a symbol of what happens when

the bureaucrats come to power,
the Tennessee Valley Authority
shows most clearly what we may
look for in many other fields un-
less we can call a halt promptly
to such Federal encroachment
on industry. '
“Originally authorized to man-
age a single dam, TVA now con-
trols an area of 80,000 square
miles in which areas some 30 or
mare private utility companies
were wholly or partially elimi-
nated. And the Authority is now
reaching out for an additional
40,000 square miles, to control an-
other great section now being
served by private industry.
“What such preemption of any
industry by government accom-
plishes is briefly stated. Thousands
of private investors are deprived
of a source of income, millions of
dollars of tax monies are lost to
the government, and, almost with-
out exception, other appropria-
tions from the Federal Treasury
are required to subsidize the
operation in favor of a limited

number of citizens at the expense |

of the entire country.
“Are the consumers in that

area getting something for noth-
ing? Certainly, the taxpayers are

‘we keep help
for top management. ..

At your fingertips, through EBAsco, is the specialized help of
engineers, constructors and business consultants. In a single
organization EBASCO combines top-flight talent with experience
that penetrates virtually every type of business and industry.

on tap

EBasco is flexible. It can concentrate on a specific, immediate
problem ... or on a whole broad range of operations. It includes
the functions of engineers, designers, financial consultants, sales
and marketing specialists, cost analysts—whatever specialized

skills the problem calls for.

EBasco men have designed and constructed over one billion
dollars worth of new plants. They have built pipelines; made
business studies upon which bankers and other executives have
based important decisions; helped solve moduction problems;
assisted in developing industrial relations programs. For nearly
fifty years, EBasco has served business and industry in all

parts of the world.

To find out how Ebasco can serve you, send for your free copy
of “The Inside Story of Outside Help.”” Address: Ebasco Ser-
Eoes Incorporated, Dept. U T'wo Rector Street, New York 6,

- .

EBASCO

SERVICES

INCORPORATED New York - Chicago - Washington, D. C.

s88 - CONy,
oo* %,

Appraisal » Budget » Business Studies » Consulting Engineering - Design

%, & Construction - Financial - Industrial Relations - Inspection & Expediting.
E B ASB U ‘ Insurance, Pensions & Safety .. Office Modernization '« Purchasing

o Rates &Pricing - Research - Sales & Marketing « Systems & Methods

“Yage m“b""

Taxes « Traftic - Washington Office

paying the cost of government in~
efficiency there, because almost
without exception such enter-
prises are more costly under gov-
ernment than under private in-
dustry.

“Are the workers on those gov-
ernment utilities better off than
they were under private manage-
ment? Not if we are to believe the
head of one of the leading utility
unions of the West who, after a
few years’ experience, publicly
bemoaned the lower wages, less
satisfactory working hours and
lesser overall benefits, to his
membership under government.”

New York Bond Club
_Elects Officers

Joseph A. W. Iglehart of W. E.
Hutton & Co. was elected Presi-
dent of The Bond Club of New
York for the coming year at the
annual meet-
ing held June
6 in connec-
tion with the
Club’s 28th
Field Day. He
succeeds
James J. Lee,
also of W. E.
Hutton & Co,
who has
headed the
Club  for the
past year.

Wright Dur-
yea of Glore,
Forgan & Co.
was elected
Vice-President 1o. succeed Mr.
Iglehart. Richard A. Woods of
Merrill Lynch, Pierce, Fenner &
Beane was elected Secretary, and
H. Lawrence Bogert, Jr. of East-
man, Dillon & Co., was elected
Treasurer.

New members of the Board of
Governors are Edward Glass-
meyer of Blyth & Co., Inc.; Francis
Kernan of White, Weld & Co., and
Duncan R. Linsley of The First
Boston Corp.

Winners in the golf competitions
were:

‘Ex-President’s Cup for Low
Gross (78)% Salim, Lewis and V.
Theodore - Low, both of Bear,
Stearns & Co.

Candee Cup for Low Net (71):
Homer J. O’Connell, Homer
O’Connell & Co., and Thomas S.
Evans, Lee Higginson Corp.

Christie Cup for Match Play
agdinst Par: C.  Everett Bacon,
Spencer Trask & Co., and H. K.
Halligan, Cyrus J. Lawrence &
Sons.

Finalists in the tennis matches
were Marvin Levy, Lehman Bros.,
and John' Wasserman, Asiel & Co.,
who wor. by a score of 7-5, 6-3,
over: Amyas Ames, Kidder, Pea-
body & Co., and Hugh Bullock,
Calvin Bullock.

Special prizes were won by
Donald N. McDonnell, Blyth &
Co., Inc.; John B. Roll, J. B, Roll
& Co., Inc.; Charles E. Merrill,
Merrill Lynch, Pierce, Fenner &
Beane; Allan C. Eustis, Jr., Spen-
cer Trask & Co.; Craig Bartlett,

J. A. W. Iglehart

The Hanover Bank; and Emmett -

Lawsshe, Bear, Stearns & Co.

Over six hundred attended.the
Annual Field Day.

R. T. Stone Co. Formed

Robert T. Stone and Jack Adler,
both members of the New York
Stock Exchange, on June 15th will
form Robert T. Stone & Co. with
offices at 15 Broad Street, New

York City. Both have been active’

as individual floor brokers.

Vietor Firm to Admit

BUFFALO, N. Y.—Vietor, Com-
meon, Dann & Co., Ellicott Square,
members of the New York Stock

Exchange, will admit Joseph Hem-

.merle, Exchange member, to part-

nership on June 12th. Mr, Hem-~
merle has been active as an indi-
vidual floor broker.
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Bayard L. England, President of

Edison Electric Institute

Head of Atlantic City Electric Co. chosen by 20th
Annual Convention in Cleveland. Walter H. Sam-
mis, President of Ohio Edison Co., Akron, Ohio,
elected Vice-President. Other officials elected.

The Edison Electric Institute, at its 20th Annual Convention
at Cleveland, Ohio, on June 3, elected Bayard L. England, Presi-
dent of the organization. Mr. England, who is President of the
Atlantic City Electric Co., served as Vice-President of the Insti-

tute quring the last year.

Rounding out three dec-

ades in the electric indus-
try, Mr. England has made
his career at Atlantic City
Electric Company and is
recognized as a leading fig-
- ure among the nation’s
. electric company chief ex-
ecutives. Born in Newark,
N. J., on Nov. 2, 1903, he is
one of the youngest men
ever to hold the Presidency
of the Institute, the electric
industry’s trade association.

After his graduation from

Temple University, Mr.

England went to Atlantic :
City Electric as a clerk in 1922, rising to Distribution Engineer °
two years later. In 1929, he became a Division Manager, a posi-
tion he held until 1935, when he was appointed Commercial Man-
ager. Six years later, in 1941, he was named Vice-President and
Assistant General Manager, becoming General Manager and a
Director in 1946. Since 1948 he has been President and General
Manager,

During his 30 years of service, Mr. England’s company has
grown from modest size, serving principally Atlantic City and
nearby resort areas, to an organization of more than 1,500 employ-
ees, with a service area spanning the eight southern counties in
New Jersey, He has been largely instrumental in Atlantic City
Electric’s diversification of operation, so that today, in addition to
resort service, the company also furnishes electric energy to.the
rich agricultural areas of southern New Jersey and the rapidly
expanding industrial development in the Delaware River Valley
territory, Under Mr. England’s direction, the Southern New Jersey
Development Council was formed in 1950, the organization credited
with bringing most industrial growth to the area.

5

Walter H. Sammis B. L. England

New Vice-President

The Convention also elected Walter H. Sammis, President of The
Ohio Edison Company, Akron, Ohio,-and Chairman of the Board
of Pennsylvania Power Co., New Castle, Pa. as Vice-President.

The Ohio utility executive will hold office for a 12-month
term, succeeding Bayard L. England, President of Atlantic City
v Electric Company, who was elected President.

Born in Hempstead, Long Island, Mr. Sammis worked his way
through college at Columbia University, graduating in 1917. Dur-
ing his summer vacations, he gained practical electrical experience °

by working as an electrician’s helper for the Brooklyn Rapid
Transit.Company and as a switchboard operator for the Public
Service Co. of New Jersey. Following Navy service in World
War I, in 1920 he entered the employ of Consumers Power: Co.,
which was a subsidiary of a Commonwealth and Southern Corp.
predecessor. In 1929 he became assistant to the Vice-President of .
Commonwealth and in 1938, Vice-President and Director of Com-
monwealth. He was named a Vice-President and Director of Ohio
Edison Co. and of Pennsylvania Power Co., both Commonwealth
‘subsidiaries, in 1933. He was elected President of Ohio Edison in
1944, President of Pennsylvania Power Co. in 1937 and Chairman
of Pennsylvania Power in 1950.

In late 1949, Ohio Edison became an independent company on
the dissolution of Commonwealth and, under Mr. Sammis’ guid-_
ance, almost immediately acquired The Ohio Public Service Co.:
from Cities Service Co., which company had been ordered to dis-
pose of its interests in Ohio Public Service by the SEC. With the
approval of the Securities and Exchange Commission, and the
Public Utilities Commission in Ohio, the acquisition and resulting
merger was completed in about six months, in an' operation so
outstanding, with such benefits to consumers, stockholders, and
employees, that Mr. Sammis’ company was chosen as a finalist in
competing for the Charles A. Coffin Award, emblematic of highest
achievement in the electric industry. ’

Other Officials Appointed

Before adjourning, the Convention also reelected H. S. Sutton
as Treasurer for the ensuing year. Mr. Sutton is Treasurer of the
Consolidated Edison Company of New York. In 1935 Mr. Sutton
joined Consolidated Gas Co. as executive assistant to the Chair-
man of the Board. When Ralph H. Tapscott became chief execu-
tive officer of the Consolidated Edison System Companies in 1942,
Mr. Sutton was appointed his executive assistant. He has been
Treasurer of the company since 1946.

'H. S. Bennion, the Managing Director of the Edison Electric
Institute, who also serves as'Vice-President, was reelected, while
A. B. Morgan was elected Secretary and Assistant Managing
Director. .
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The Decline in Sterling

Commenting on recent weakness in sterling exchange, Dr.
Einzig ascribes it to (1) deficit of Great Britain in European
Payments Union; (2) difficulty in maintaining exports; (3)
poor ‘prospect of Britain obtaining financial aid from U. S.;
(4) fear of higher U. S. tariffs; (5) prospects of a British
budget deficit, and (6) success of Socialists in the municipal
elections: - Concludes. greatest danger threatening * sterling is
excessive. wage demands of British: labor.

LONDON, Eng.—Having displayed a firm tendency for about
. two months sterling went to a discount towards the end of May.
. It is believed that had it not been for a certain amount of official
- support the sterling dollar rate would have declined to its lower
limit of $2.78 at which rate the authorities are
" prepared to satisfy all legitimatedollarrequire-
. ments. It would be a mistake to exaggerate
..-the significance of this turn in the trend. The
fact that up to the time of writing forward
sterling has not shared the weakness of spot
sterling and that transferable sterling in New
York has more than held its ground is well
worth bearing in mind. Nevertheless, the de-
cline is disappointing because it means that
the outflow of gold has been resumed. Owing
to the psychological effect of the change many
overseas debtors may be once more inclined
to defer the payment of their sterling liabilities
in the hope that they might be able to do so
at a lower rate: What is worse, foreign im-
porters outside the sterling area may con-
ceivably defer their purchases in the hope of
being able to buy later at a lower cost as a
result of the devaluation or a depreciation of sterling. Although
the wave of optimism that accompanied-the temporary recovery.
of sterling during April and the earlier part of May was distinctly”
overdone the present wave of pessimism is certainly. not justified:
The weakness: of sterling may be attributable to the. following
causes:

(1) In spite of the cuts in imports from the countries of the
European Payments Union the United Kingdom continues to have’
a large deficit in relation to those countries. Month after month-
she has to part with substantial amounts of gold: in settlement of -
that deficit. : 2 ; :

(2) Since Britain’s example of cutting imports. has been fol-

Dr. ?a;.ll ~Einzig‘

lowed by a number of. countries- it is becoming increasingly dif-

ficult for Britain to maintain her exports.
(3) The prospects of cbtaining financial assistance from the-
United States are viewed with growing pessimism. . _
(4) The possibility of a reinforcement of the American tariff-
war against: British goods is causing much concern, * °
~ " (5) It is feared: that owing to- the concessions Mr. Butler had
to make during the course of the debate on his Finance Bill there
would be a budgetary: deficit. -

(6) The.progress made by the Socialist Party at the Muﬁicipal

3 elections gave rise to- fears that- the Conservative Government

might not be able to remain in office very long.

Beyond doubt the state of the balance of payments between
Britain and the European Payments Union is most unsatisfactory.
The unwisdom of the former Government in agreeing to partici-
pate in the arrangement, and even more of including the whole
Sterling Area, is becoming increasingly obvious. It seems that
nothing short of a complete suspension of Britain’s participation
could remedy this situation. Sooner or later the government may
have to resort to this step in spite of the criticisms it would pro-
voke on the Continent and in.the United States.

There seems to be no hope for checking the competitive import
cuts otherwise than through resorting to much-criticized bilat-
eralist trading methods. This would be contrary to the trend of
fashion in economic policy, and the situation would have to de-
teriorate much more before it would be done.

American assistance, whether in the form of financial aid or a
liberal attitude towards imports from Britain, will depend largely
on the outcome of the Presidential election. In this respect there
is nothing Britain can do but to wait and see,

; Admittedly since his budget statement Mr. Butler had to give
_away some £100 million partly through tax concessions and partly
through carrying out a pledge undertaken by the Labor Govern-

ment in respect of the remuneration of doctors in the National |

Health Service. .What is perhaps even worse, revenue is bound to
" suffer through the trade recession. Nevertheless, if the rise in
prices and wages should continue the additional revenue resulting
from it should go a long way towards filling the gap. In any case
the- British Budgetary situation is well under control, Even a
moderate deficit would not be a major disaster as it could .easily
be covered by normal borrowing.

Admittedly Socialism made progress in the country during the
last few months. as the result of the unpopularity of some of the

government’s measures. Notwithstanding this the government’s
position may be regarded as stable. Its small majority has proved

to be more than adequate and there is no likelihood of a defeat in

the House of Commons unless and until the government should
lose a number of seats at by-elections which is not likely to occur
for at least another year or so.

The gravest danger that is threatening sterling comes from
the immoderate wages demands put forward by many of the most
powerful Trades Unions. - All-round rise in wages would impair
the competitive capacity of British industries and would affect the
balance of payments. Possibly evidence of a deterioration of the
situation might make the Trades Unions realize {hat it is necessary
to exercise the utmost restraint. In this respect it is not without
significance that the formulation of the excessive wages claims
took place during the period when the gold outflow became tem-

" porarily reversed. It was. under the influence of the optimism
generated by this improvement that the Trades Unions felt justi-
. fied in pressing for wages increases to an exlent that exceeded the
.rise in the cost of living and was unwarranted by any increase in
- productivity. ; ' ; .
It is a great pity that the government failed to. avail itself
‘of the;crisis-like atmosphere that prevailed. towards. the end of
_last year for the adoption of really-drastic cuts. in expenditure and
curtailments: of ‘credit. ‘The psychological moment might recur,
- however, if the present setback should proceed much further.
. British. character always. shows itself at its best in.times of grave
‘emergency. It asserted itself on  two occasions in the lifetime of

this generation—during the financial crisis of 1931 and after Dun-
* kirk in 1940. There is no reason to. suppose that it will not happen
for th'ge third time if and when the extent of the danger is realized.
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Eldredge, Tallman Go.
Formed in Chicago

(Special to THe PINANCIAL CHRONICLE)

CHICAGO, Ill.—Charles H.
Eldredge and Philip Tallman have

formed Eldredge, Tallman & Co.
with- offices at 231 South La Salle
Street, to engage in the securities
business. Mr, Eldredgé, was for=,
merly Sales Manager for the Chi-:
cago office of Reynolds & Co. Mr.’
Tallman was with Reynolds & Co.
and prior thereto was a partner in
John J. O’Brien & Co,

for more

Anaconda’s historic Alice and Lexington mines.on Butte Hill were rich in
silver 75 years ago. Today they are being mined for their wealth of zinc—
as part of Anaconda’s program to increase the capacity to produce from the
Company’s own mines. The new tunnel, which is now nearing completion,
links the two shafts to railroad grade and greatly facilitates the mining

operation through improved ore handling. "

. To handle the increased ore production from: the Butte district, the Com-
pany is expanding its concentrating and electrolytic plants at Great Falls
and Anaconda, Montana. This expansion includes installation of addi-

‘tional crushing, milling and flotation equipment—added leaching units— -
and new Cottrell treaters to reduce dust losses at the zinc roasting furnaces.

. In 1951, Anaconda turned out 62% of all electrolytic zinc—and 23 % of
all slab zinc—produced in the United States. Within the next few years,
the Company’s accelerated zinc program will increase Anaconda’s, mine

output capacity by an estimated. 50%.

This zinc story is just one part of Anaconda’s continuing program of
expansion, improvement and modernization—at mines, mills and fabricat-
ing plants. Today the program is producing more metal and finer metal for
America’s strength. Tomorrow it will mean better products and better

living for America’s people.

"ANACONDA
- COPPER MINING COMPANY

Anaconda Sales Company.

Chile Copper Company

Greene Conanea Copper Company

Portal of 5,469-foot
tunnel “being -driven
through Butte Hill,
Montana, to connect
the Alice and Lexing-
ton mines with rail-
road grade. Diagram
shows route of tun:
nel, with completed
section 'in 'black,
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ALICE -LEXINGTON TUNNEL ,
CLEVATION
AT PoRTAL- 898"
- TUNMEL COMPLETED

1
ANACONDA’S FAMILY OF METALS

Copper, zinc, lead, silver, gold,

nium, g ore, fer g

The American Brass Company ) .
Anaconda Wire & Cable-Company "
International Smelting and Refining Company !
Andes Copper Mining Company

platinum, cadmium, vanadium, sele~ ‘
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Women in Business

By ROGER

W. BABSON

Mr. Babson, in discussing the change in position of women
during and since wartime, because it was recognized women

are equal to men in individual
temporary change. Says to ho

production, ‘warns this may- be
Id present position women need

much more physical, business, political, and economic education.

There is an old proverb which
states that he who laughs to ex-
cess will eventually undergo an
equal strain of tears. In its way,

the proverb is
restating

- Newton’s law
", ~of . dction .and
- ‘reaction — an
"extreme in

curred at times in the past. In
days of Olden Greece, society cen-
tered around the househoid; but
later women took charge of the
businessesof fathers-and husbands
who were away at war. Ancient
. literature *'reveals- that - -‘women
were~ regarded ' alternately’ - with

great _esteem,; ‘having -a - high: de- .

gree of personal freedom;:and then

Beauty and Achievement

What then .caused ‘the swing
from a time when women were
doing only drudgery. It was the
age of chivalry, brought about by
gracious living and more courte-
ous manners. Troubadours ideal-
ized women on the basis of youth
and physical’ beauty — not for
ability. or acHievement. ~

More changes came about. The
Industrial Revolution found
women entering factories: and
again seeking freedom. Political
revolutions in Europe and Amer-
ica emphasized “liberty and equal-
ity.”-Women- again’discovered they
could not-depend upon-beauty to
develop careers or. to votel:.

" What-of the Future? . -
‘Women have agaiii found ‘that

’

/‘on e direction’ as slaves.: Women may- again-lose . their - interests: are - not. confined

“is‘eventually

‘balanced by “ # ¢

‘an extreme -in’
- anioppogite
- direction, This
-carriesa
~warning to
~women!’
Cycles exist
in every phase
of living.
There is a
cyclical pattern in the role of
women in industry. Women rose
from ‘“hewers of wood” to posi~
tions of importance as homemak--
ers; and then back again. Today
women are active in all phases
of business, Homemaking now ap-

pears secondary. This change was
brought about by a recognition;
during wartime, that wonien .are
. equal to men in production.

But this temporary change  in-
the position of women has oc-

Roger W, Babson

their -present. freedom.:
", Cycles in'Styles P
. .Styles have passed through:sim=
ilar - cycles. - "Originally, - »women
wore as little as possible; later
they loaded themselves with a
dozen skirts. Now the change is
turning back to as few clothes as
the law: permits! Short dresses are
followed by long dresses, and then
back: again to  short  dresses.
Gloves, hats, shoes, colors and hair
styles likewise change by cycles.
Readers. whose businesses- are
affected by styles should remem-
ber. that present- styles are  only
temporary. - Future- styles: will
change as: much' as past ‘styles.
Merchants should realize that their
ability: .is ‘best shown by their
adaptability. In-fact, the greatest
profits come from- change. Most
business. .failures . are due to'an
unwillingness to change in time.

&rh[ng
THE GREAT SOUTH WEST

SOUTHWESTERN GAS

CENTRAL AND SOUTH WEST CORPORATION

Wilmington, Delaware
CENTRAL POWER AND LIGHT COMPANY
PUBLIC SERVICE COMPANY OF OKLAHOMA

WEST TEXAS UTILITIES COMPANY

AND ELECTRIC COMPANY

“within'fonr: walls of their-homes.

Florence Nightingale ~ and ~ Jane"
- Addams.have théir ‘modern coun- :
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Governme‘nl‘ Fﬁnds- No Subsﬁlule

For Private Investment

George A. Sloan, on: return from European trip, reports Point

Four cannot. work', without : protection: for private investors’

rights. Notes marked European economic progress. Pleads
for. reduction of trade. barriers.

The need is increasing for sub-
stituting private investment, with
government protection for its le-
gitimate rights, for State -aid, is

the conviction
of George A.
.'Sloan, Chair-

school for the training of com=-
munist organizers. . More recently
the communists seem to have gone
underground, although. this ap-
pears to be purely temporary.
The' Guatemalan - experience of-
fers an interesting case study of
how communist activities jeopard-
ize: private initiative of the Point
IV kind.. It presents a challenge

~to statesmanship in other Latin

his - was the

‘terparts vin: €very:. area of ‘public !

and home life. Many women now i
skilfully combine business careers ;
with homemaking.' This is shown :
by the fact that while women in .
industry have increased, nearly '

4,000,000 ' babies are being born
annually!

Services of women are needed
in every: phase of modern life. To
hold their present position, how-
ever, women ‘need much more
physical, .business, political: and
economic education. ‘At this mid-
century mark, women now stand
as “equal partners -of men; ‘but
how long: will men permit. it?
Based on past history, women are
now- enjoying: their peak of free-
dom: The untrained 'are now
headed ‘ for. another period ' of
‘drudgery . or unemployment.

Pub. Serv. El. & Gas
Gom. Stock Offered

An underwriting group headed
by Morgan Stanley & Co., Drexel &
Co., and Glore, Forgan & Co. and
comprising 67 investment firms
offered for public sale yesterday
(June 11) 700,000 shares of Public
Service Electric & Gas Co. common
stock priced at $25.50 per share,

Proceeds from this .sale .and
from the sale next week of $40,-
000,000 20-year debentures will be
used by the company for its gen-
eral corporate purposes, including
payment of a portion of the cost
of its current construction pro-
gram which amounted to approx-
imately $141,700,000 as of Dec. 31,
1951. Of this total the company
estimates that $84,500,000 will be
spent during 1952 and that the
major portion of the balance will

| be spent during 1953.

Of these amounts $30,500,000 is
applicable to two turbine genera-
tors of 145,000 kilowatt capacity
each now being installed at
Kearny Generating Station, $24,-
300,000 for one turbine generator
of 185,000 kilowatt capacity for
Burlington Generating Station,
and $24,400,000 for expansion of
the company’s gas distribution
system.

The company is an operating
electric and gas utility company
serving the most densely popu-
lated and heavily industrialized
areas in New Jersey, including
most of the State’s larger cities.
Population of the territory served
with electricity or gas, or both, is
over 3,900,000. A wholly owned
subsidiary, Public Service Coordi-
nated Transport and its subsidiary
own and operate a fleet of buses
which comprises the largest single
fleet operated in mass transporta-
tion service in the United States.

New Officers

WASHINGTON, D. C.— James
T. DeWitt & Co., 1419 Eye Street,
N. W, is now doing business as
a corporation. Officers are James
T. DeWitt, President and Treas-

‘ urer; Robert C. Woodward, Sec-

retary; and David B. Kinney, Vice-
President. /

o U el

'Sloan - 'shortly
after his" re-
turn. from a
visit to Europeat a press.confer-
ence in the-Hotel ' Plaza in: New
York City June. 5.

“We believe that so long as gov-
ernments of  underdeveloped
countries . feel that-they: can. al-
ways turn to foreign: governments

George A. Sloan

for financial assistance-and obtain

it, they will- be-reluctant :to-act
fairly -and  squarely- with - private

investors,” said the trade leader:

“The unhappy recent experiences:
of British. investments.in-Iran are

‘a case in. point, as are even more: -
recent: developments. in Brazil:. It
is.important that.the atmosphere:

should be clarified.

“There is no doubt in my mind
that private' investments are far
more important a source of eco-
nomic well-being in the countries.
into which they go than is gener-
ally acknowledged.”

“Let me use as example the
experiences of a leading Amer-
ican industrial company in Cen-
tral America and in the Carib-
bean,” continued Mr. Sloan. - “This
company has converted, in the
course of ifs operations, vast
jungle land into areas of produc-
tion, thereby creating new wealth
and better living conditions in the
area in which it operates. The
provision of good housing, schools,
medical services, hospitals and
large-scale employment has made
United Fruit Co. one of the out-
standing examples: of the success-
ful attainment of the Point IV
objectives through private enter-
prise.

“Recently the work has been
interfered with by the communist
movement in - certain ‘countries,
particularly in Guatemala. The
objective of communists in attack-
ing the company and other Amer-
ican enterprises in Guatemala is
not to destroy these companies
per se, but to damage as far as
possible American interests. The
purpose is to arouse conflicts over
American . interests, resulting in
outbursts of passion in both the
United States and in Latin Amer-
ica, thus undermining the organi-
zation of American States and
hemispheric solidarity.

“The choice of Guatemala for
the purpose of these activities has
not been accidental. With the
advent of the Arevalo government
some six years ago, which was
characterized by extreme nation-
alism, youthfulness and inexpe-
rience in government, and with
leadership provided by a strong
anti-American President, com-
munism found infiltration in
Guatemala an easy task. Despite
the fact that the Communist Party
cannot legally. exist under the
Constitution of Guatemala, the
party nevertheless exists openly,
publishes a weekly newspaper, dis-

tributes handbills from individual

&id communist cells, and operates a

‘onditions
| ‘given ;by ' Mr. "
‘the encouraging: miiltary.and eco-

' b.e T American :countries.as .well,”. Mr.
of Commerce,

Slqan‘_deelared. AT -

2 Ehbburafged- by" -Europe;s' i’rog;éss ;
.+ 'Further discussing his findings

on: his trip undertaken in.connec-
tion':with. the 'Chamber’s recent
Paris meeting, Mr. Sloan stressed

nomic . progress being currently
achieved by Western Europe. -
“From" this latest visit to Eu-
rope—my-. third such trip since last
June,” he said, “I returned .with
the feeling-that  Western - Europe
represents an‘ encouraging picture
for the future; Current local ten-

.sions,  such-as those in ‘Germany

and in Italy, do not detract:from -
the fundamental improvements; :A
strong feeling of unity, confidence
and: :determination -in a..commen -
cause “ can- be ‘ detected: -every-

‘where:: 3

“The- . objective . of - America
policy: in‘Europe has been - the
promotion, ‘compatible . with : the
maintenance of adequate stand-
ards .of living, of rapid rearma-
ment of European:and American
forces under NATO. In carrying
out this policy we:needed results:
from three specific sources: (1)
Action by the European powers,
(2) a closer knitting together of
the North Atlantic Treaty powers,
(3) continued stability of the po-
litical and economic structure of
Western Europe.

“Defense burdens notwithstand-
ing, substantial progress has been.
made by most European nations in
the improvement and stabilization
of economic lives,” Mr. Sloan
continued. “Inflation is wunder
better control, with the possible
exception of Greece and Austria.
Non-Soviet Europe has benefited
economically, politically, socially
and militarily from the impact of
its participation in mutual secur=
it

Y.

“With the continued devel=-
opment of military strength the
likelihood of attack on the part
of would-be aggressors has been
greatly lessened. A large share
of the credit goes to General
Eisenhower, His influence on the
morale of the people has been
profound. There is today a
greater feeling of unity and more
of a determination to work to-
gether in solving economic prob-
lems and strengthening mutual
defense. g

“The economic programs cur=
rently undertaken by Prime Min-
ister Winston Churchill in Great
Britain and Premier Antoin Pinay
in France are constructive moves
in the right direction. If their
policies can be followed through
effectively, I am sure the British
and French economic crises will
soon be matters of the past. I
regard the Pinay economic
reforms as the most significant
and promising steps in postwar
France,” Mr. Sloan concluded.

Mr. Sloan strongly emphasized
the need for the United States to
reduce trade obstacles, as the pre-
requisite to Europe's real trade
recovery. “Congress should re-
vamp its thinking, and take steps
to remove the obstacles to friend-
ship and trade with the democratic

countries,” he said.
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‘Role of the Stock Spfe(:iélist'

. By RONALD E. KAEHLER* :
President, San ancisco Stock -Exchange

Mr. Kaehler -discusses functions. and responsibilities of the
'ftock specialist in-stock.exchange transactions.. Finds decline .
- in_speculation  removes element of - stability in .stock market,
apd points. out - the ‘speculator- is. a necessary part of the
financial life of the country and is essential to orderly con-
duct of the security market.

" Before discussing the function
of the specialist, let us briefly re-
view who he is and how he be-
comes a specialist.

The special-
ist is a regu-
lar member of
the Exchange
who has peti-
tioned for and
been granted
a franchise to
operate on the
Trading Floor
in certain
stocks.

When se-
curities are
listed on an
Exchange
they are as-
signed to a
particular
trading position on the Floor. This
position is called a “post” Any
number of securities may be al-
lotted to a “post,” but for prac-
tical reasons they are kept to the
maximum that can be handled ex-
peditiously.

The assignment of each security
traded on the Exchange to a par-
ticular location or “post” is essen-
tial in order that a member may
know-not only where to find the
security in -which he has orders,
but to meet .at one-spot all the
other members. who have -order.
in the ‘same security: :

| .For.example, if a- member has
‘an-order to-buy or:sell-American
iTel & Tel, he knowsat which
““post’ 'this security is traded and
- by going there he will find all the
other brokers:or their representa-
. tives+with -orders-to buy or:'sell
. ‘American Tel & Tel. ;

*A talk by Mr. Kaehler at the  Sixth
{Annual - Meeting - of the American Soci-
ety of -Corporate Secretaries, Colorado
Springs, Colorado,.May 29, 1952,

Ronald E. Kaehler

‘Now, not only are securities as-
signed to a- “post,” they are as-
signed also to a specialist. The
speeialist  has to- remain at the
post during -the entire trading
session or have a representative
(another member) act for him
should he vacate the post.

It is the duty of the specialist
to see that orderly markets are
maintained 'in the securities as-
signed to him. .This means that
when public orders do not come
into the market at a particular
moment during the day, it is his
responsibility to create a market
by bidding or offering the secur-
ity at a price consistent with the
last sale,

Let us assume a security has
sold at 50, then 50%. A broker is
offering 100 shares at 50%, but
the best bid prevailing among the
brokers (the highest price anyone
is willing to pay) is 49—1%4 points
below the last sale. In such a
case, the specialist could reason-
ably be expected to keep some
continuity to the market, to make
a bid of 49% or 493 for 100
shares.

The Specialist Arrives at Fair
Price
It is also the duty of the special-
ist to arrive at a fair price at
which to begin the trading in each

~security. assigned to him at the

opening of the market day. This
opening price must beconsistent
with the closing price of the. pre-
vious day, but taking into account
the buy and sell -orders of all
members.” In; other. "words, . the

:specialist sets..an .opening price
w.that will accommodate.the great-

est number of erders.- Should the
buy and sell -orders on hand pro-
hibit -an .opening consistent: with
the. close of the previous day, he

~may-buy or sell shares for his

own account to bring the buy and.
sell orders into balance. At times,
however, due to overnight: news,
there is such a preponderance of
buy or sell orders that an ab-
normal number of shares must be
.received on one side or the other
.to have an opening price con-
sistent with the previous close, In
such instances' the specialist ‘an-
nounces there. are buying or sell-
ing orders, as the case may be,
and may delay the opening until
such time as additional orders are
received or until an opening price
has been agreed upon by the
proper officials of the Exchange.

You can readily see that the
specialist must have a consider-
able amount of capital to finance
his transactions. And, inciden-
tally, all his transactions are not
profitable ones. At times they re-
sult in substantial loss to him. He
must, therefore, possess keen
judgment and be alert and able
to “sense” market trends if he is
to keep his trading balance on the
favorable side, or at least keep
his losses to a minimum.

The specialist is restricted by
rules of the Exchange as to when
and how he may deal in the se-
curities assigned to him. It is not
necessary to go into the technical
details of such rules. Their pri-
mary purpose is to guard against
the specialist taking advantage of
an order entrusted to him or ac-
centuating the trend of the mar-
ket in either direction. He may

not buy or sell securities for his fo

own account when he has public
orders that are unexecuted at the
same. price.

You are probably beginning to
‘wonder why, with the imposition
of these responsibilities and re-
_strictions, any member should
want to be a specialist.

Advantage of the Exchange to
Specialist

Let us look at the other side of
the picture - the ‘advantages: his

position ' in “the ‘Exchahge gives|

him. :

* Members of the Exchange rep-

‘resenting their firm ‘on the Floor|"
‘receive orders-to buy and sell se-|:
curities for customers during the|!

entire trading session, These

‘orders are in different stocks at|:

varying prices.  As 'previously

“mentioned, stocks are assigned to|.

certain locations or- posts -on ‘the
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Floor; and when: a broker has
orders in several stocks at' the
same: time he cannot simultane-
ously be at the several posts at.
which they are traded. Some of
his orders may be market orders,

-others limit orders — some near

the; market. price—others several
points away.

comes in, He is at his “post” all
day.-The broker with orders near
the market for securities traded
at different posts cannot watch all
of them. He must have someone
assist him and he .gives his limit
orders to the specialist. The spe-
cialist lists these orders in a book
in the order in which they are re-
ceived, according to stock and
price, and these entries make up
what is known as the specialist’s
“book.” He can tell at a glance
how many shares he has to buy or
sell at a given price and the bro-
kers who have placed the orders.
At times the specialist may also
receive market orders from a bro-
ker who is busy executing a large
order at another post or is tem-
porarily away from the Floor.

For his services in executing
orders for other brokers, the spe-
cialist receives a commission from
them. This commission may aver-
age about 10% of the rate charged
the public and to the broker it.is
part of his expense of doing busi-
ness. No portion of it is passed on

to the customer. . .

So you see, the specialist per-
rms a two-fold service,—one to
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the public, by maintaining a rea-
sonable market .in his securities,
and one to other members of the
Exchange, by handling the orders
they cannot execute themselves.

For_the first, he may or may not

make a profit, but when acting for
the members he always earns a

: .commission.
This is where the specialist -

A specialist on the New York
Stock. Exchange does not always

:have an exclusive franchise. There

are competing specialists in many’
stocks, particularly in the more
active ones.

The franchise granted a special-
ist by .any Exchange is revocable
and stocks may be taken away
{from him 'if in the opinion of the
Exchange he is not maintaining a
reasonable market.® - .

I have oullined briefly the gen-
eral functions of the specialist. He
must be registered with the Ex-
change as a specialist and the Ex=
change in turn reports such regis-
tration to the Securities and Ex-
change Commission, ;

Under regulations of the Fed-
eral Reserve Board, and it certain
stipulations are met by both the
Exchange and the specialist, the
specialist is entitled to special
consideration in the amount. of
money he may borrow on the
securities in which he specializes.
For instance, the Federal Reserve
Board will allow a specialist to
borrow more than the 25% maxi-
mum credit now allowed othegr
members and the public. This is

Continued on page 22

place today in Idaho.

under: construction.

it contains, .

You Should See
What's Happening
“In Idaho! '

Take an .abundant supply of natural resources — add
wenture capital and the know-how of private enterprise—
.and you have the kind of growth and.development taking

It’s an ordel;ly development, yet spectacular. Best of
-all, only th&surﬁwe has been scratched to date.

“Take the multi-million dollar phosphate industry. Three
big electric furnaces are in. operation turning out ele-
mental phosphdrous for the chemical trade—two more are

Take the recently developed cobalt mine, located at the
‘largest known- deposit of cobalt ore in the nation. Or the
dreging of monazite sand for the rare earths and minerals

Agriculture too is expanding with about 100,000 new
irrigated acres added in the last 3 years through the use
of deep wells and electric pumps. One farm operator on
new land recenﬁy seeded 3,000 acres with wheat and
barley by use of an airplane!

1t all adds up to continued growth in Idaho, a growth

which has been sparked by eleciric power from the Idaho

. Power system, We have increased our generating capacity
by nearly four times in the past five years, and expect to
double it again in the next five,

IDAIHO % POWER

A CITIZEN WHEREVER IT SERVES

COLORADO

- A Growing Company in a Gro wing West
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~ Continued from page 21

Role of the Stock Specialist

important, as it gives the specialist
a larger amount of .credit in pro-
portion to his capital, affording
him an opportunity to deal in a
larger number of shares and secu-
rities, which in turn provides
greater continuity of the price in
his stocks. '

There is one major difference
between the specialists on the New
York Stock Exchange and the spe-
cialists on practically all other
Exchanges in the country.

Specialists on the New York
Curb Exchange and nearly all of
the regional Exchanges, including
the San Francisco Stock Exchange,
which I represent, are also the
-odd-lot dealers in the. securities
-assigned to them.

Exchanges that have adopted
‘this system  believe it helps the
specialist to maintain markets. We
‘believe the dual activity on our
Exchange, where volume in secu~-
rities is much less than on the
New York Stoeck Exchange, not
only helps the specialist maintain
markets but benefits him finan-
‘cially. The odd-lots which he re-
-ceives or sells at a differential
from the round-lot sales often give
him a profit in a transaction where
he may have sustained a loss if it
were not for his odd-lot position.

On the San Francisco Stock Ex-

change we have about one: spe-
cialist for every four active mem-
bers and I think a similar ratio
applies on most of the other Ex-
changes. ;
Even with this bare outline, ;I
think we must conclude thai the
specialist performs a vital role in
the day-to-day activities of the
Stock Exchange. /
1 have been meted out a second
subject with which to deal at this
meeting—The Impact of the Spec-
ulator on Security Markets.
First, it is necessary to define
speculation in the light in which
I see it as contrasted to the opin-
ion of others that it is outright
gambling. .
Speculation, from my point of
view, is the attempt by informed
persons to make a profit from the
rise or decline in security prices
rather than from the income of
such securities. I'say “by informed
persons” to distinguish them from
the gambler who bets a security
is going up or down merely be~
cause of a tip he has received and
without any knowledge -of the
stock he is buying or selling. This

‘may appear to be a rather fine

distinction, but I see no place at
all in the market for the latter,
while it is my opinion the former

Firm Trading Markets in—

(a) Operating Utilitics

(b) Natural Gas Companies

Transmission & Producing

| 3
TROSTER, SINGER & Co.

Members N, Y. Security Dealers Association

74 Trinity Place, New York 6, N, Y.

We recommend as an

selling price.

Phone—REctor 2-7760

utility and eventual oil-producing stock

MOUNTAIN FUEL SUPPLY COMPANY

This issue has not rightfully reflected the im-
proved aspect towards their oil and gas potentiali-
ties in the Rocky Mountain Territory. In our
opinion, it is selling at a comparatively lower
price than many similar companies whose future
prospects do not appear as bright to us.

We recommend this stock to the investor who
can exercise proper .patience, believing that the
future of this Company holds sufficient attrac-
tion to substantiate our views of its future higher

WE MAINTAIN AN ACTIVE MARKET IN THIS ISSUE.

. F. Fox & Company

~ Investment Securities
120 Broadway, New York 5, N. Y.

interesting, ‘sound basic

NY1-944 & NY1-945

is essential to our markets to give
them liquidity.

Today’s ‘security markets suffer
from lack of liquidity because ‘of
the lack of sufficient speculative
interest. The investment buying
of pension 'trusts, mutual ‘funds,
and in fact institutional buying of
all ‘kinds in the past few. years,
has depleted . the floating supply
of many of our leading securities.
A large buying order sends the
price of a security up and when
the order has been filled there is
a vacuum in the market and a de-
cline of several points may follow.

If there were greater incentive
for the speculator and the profes-
sional, :such as ‘the floor ‘trader
or the board room trader, they
would be inclined to increase their
trading, and this would create
broader markets on which the
large orders could be executed
without affecting the trend of the
market to the degree found today.

Our present tax structure is the
greatest deterrent to the specula-
tor’s activity. - A change in ‘the
capital gains tax to eliminate the
holding period -or reduce ‘it mate-
rially, would be most helpful. It

s the considered opinion of many

experts that a lower tax rate on
capital gains and a shorter hold-
ing period would provide greater
revenues than our present laws
furnish.

The speculator trades for .short
swings in most instances, and if
his profils are.to.be taxed on the
same basis as earned income, and
the deductions for his losses lim-
ited, the tax bite becomes so dis-
proportionate to his net gains that
the impelling motive for such
trading is lost. :

Credit restrictions also play an
important part in limiting ‘the ac-
tivities of the speculator. ;

To many the very word specula-
tor has an unsavory connotation.
This should not be-so. Many forms
of livelihood that we don’t nor-
mally associate with speculation
are nothing else. What is the
farmer who plants his grain for
profit? He sows his ground -and
then contends with all the uncer-
tainties of weather, possible rav-
ages of pests, etc., but he hopes
the price he will receive will be
sufficient to give him a profit. He
is a speculator, The retail mer-
chant buying his goods? He, too,
hopes for a profit and he too is a
speculator,

If it were not for the speculator,
who would supply the risk capital
for new industry? Certainly the
capital supplied for a new venture
is not investment capital. It comes
from the speculator—the one who
is willing to take and able to af-
ford the risks involved in such
an undertaking,

Without the speculator, would
we have our oil fields, our auto-
mobiles, or in fact any of the
things that represent progress in
a better way of life than that en-
joyed by our forefathers?

The time allotted to me is up.
I have attempted in the few min-
utes given me to tell you why the
speculator is a necessary part of
the financial life of our country,
why he is essential to ‘the orderly
conduct of the security market,
and why there is ‘a lack of suffi-
cient speculation 'in today’s mar-
kets. This last factor—caused by
tax laws and credit restrigtions——

has taken the “impact” away from
the speculator,—but the impact he
has had on industrial life as we
know it today. can never be ab-
stracted from ‘the American scene.

Lee Aldridge Opens
BINGHAMTON, N. Y.—Lee
Aldridge is engaging in the secu-
rities business from offices at 6
Front Street. He was previously
with Bache & Co.

G. A. Jacobson Co. Formed

DULUTH, Minsn.— George A.
Jacobson is now engaging in the
securities business from offices in
the First National Bank Building
under the firm name of George A.

Jacobson Co.
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Continued from page 9

Bankers Must Anlicipate an
Economy of Overproduction

ultimately correct this situation,
but the correction is likely to be
painful and complicated by out-
side .interference.

A Pyramiding of Equities

Many impressive fortunes have
been built in recent years on the
inflationary advance of  values.
Where these fortunes have ‘been
built on, and still represent a
pyramiding of equities, they are
subject to serious challenge as a
basis for bank credit. The bor-
rower, who owns a million dol-
lars worth of real estate mort-
gaged for $650,000, will be theo-
retically wiped out by a 35%
decline in values. The borrower,
who owns a hundred thousand
dollars worth unencumbered, will
still be worth sixty-five thousand
dollars, As we learned in the
great depression, the more serious
the test, the greater the depend-
ence on basic, unencumbered
values. = You will be performing
a real, though perhaps unappre-
ciated service, by encouraging all
of your clients, whether borrowers
or not, to consolidate at least a
portion of their assets into such
basic unencumbered values. _'

Security portfolios,: built up to
afford the best possible  income
compatible with quality and pro-
jected needs based on anticipated
deposit fluctuations and loan de-
mand, should. -also be .reviewed
from g slightly different angle of
approach based primarily on the

question of adequacy to meet any
reasonably probable demand, as-
suming that loans may become
less liquid and deposits pursue a
declining course. Granted high
quality, this becomes largely a
question of providing proper ma-
turities, and of carrying in matur-
ities long enough to be subject to
substantial fluctuation, only that
portion of the investment portfolio
which will not have to be dis-
turbed under any reasonably
foreseeable conditions. During
recent years, and particularly
within the last 12 months, many
banks have added substantially to
their municipal holdings. The
modern price of municipals is, of
course, based almost entirely on
their tax-exempt features, and
during this period of extremely
high taxation it has reached a
very high level indeed. If we
accept. the proposition that, bar-
ring all-out war, tax rates are now
at a maximum, and that the next
major tax move will have to be
downward, it would be well for us
to review our municipal maturities
to ‘make sure that when and if
such ‘a reduction of tax ‘rates
occurs, our  portfolios - will - be
short enough so as not to: be-seri-
ously: affected, or that at least the
long-term portion will be no

smaller than we can comfortably
carry through an adverse market.
The present tax law runs ihrough
1953, and in spite of the agitation

Primary Markets in

Hugoton Production

Mission Oil Co.

*Colorado Interstate

111 Broadway
Teletype: NY 1-1061

Florida Public Utilities Co. Com. & Pfd.
Southern Union Gas Co.
Missouri Kansas Pipeline Co.

Southwestern Development Co. (when distributed)
- Westpan Hydrocarbon Co. (uhen distributed)

*Prospectus furnished on request

STARKWEATHER & CO.

Members
New York Stock Exchange
New York Curb Exchange (Associate)

Co.

Gas Co.

New York 6
Telephone: WOrth 4-6240

Market Place for ALL

WISCONSIN UTILITY ISSUES

LOEBWI & CO,
MEMBERS: MIDWEST STOCK EXCHANGE
225 E. MASON ST., MILWAUKEE 2

Telephones DAly 8-5392-3-4-5-6

Bell System Tele. Connection—MI 488
Chicago Phone == STate 2-0933
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that is already appearing I doubt
if rates will be materially changed
before 1954. On the assumption,
however, that the international
situation does not deteriorate ma-
terially before that time, I believe
that the agitation for tax reduc-
tion will then become compelling.

Strengthening Personnel

~ Finally, and perhaps in the
Jong run this is the greatest neces-
sity of all in many areas, we must
take positive steps to strengthen
our personnel, particularly in at-
tracting the cream of our high
school and college graduates into
banking as a profession. This is
not altogether easy. Advance-
ment in our business to positions
of responsibility and substantial
compensation has been tradition-
ally slow, Others fields have, in
recent years, offered much more
dramatic possibilities to youth, and
substantially higher immediate
returns. - It is unrealistic to ex-
pect normal young men or women
to look very far into the future
without some road map to help
and encourage them. Perhaps the
most effective is a fairly definite
program of training and advance-
ment for qualified young candi-
dates that clearly and wunder-
standably points to the goal—not
at some vague and awesome pe-
riod of years ahead, but through
progressive steps that they can
see and understand and look for-
ward to within the attainable
future. The private chartered
banking system of this country
cannot rest with my generation
or yours. We must each, in our
turn, attract to it a continuous
supply of executive material.

We Should Put Our House
in Order

If we take all of these meas-
ures conscientiously and thor-
oughly, we will have put our
houses in the best possible order
to meet those problems that will
be our most important concern if
the pattern of the relatively poor
business conditions that seems to
be on the loom just now continues
to develop, and we will have put
ourselves in the best possible con-
dition to meet the very much
larger problem that faces the
United States as the dominant
factor in world economy today.

That problem may be briefly
and simply stated. We have to-
day in this country a productive

capacity far beyond our domestic
civilian consumption, Its excess
potential has been growing at an
extremely rapid rate over the past
few years, but has thus far
largely been consumed by mili-
tary demands. Sooner or later
(and at this point I must reiterate
that everything I say is based on
there being no all-out war in the
near future)—sooner or later that
military demand must diminish
unless we are to accept the in-
tolerable though that this state of
armed tension will continue in-
definitely, Even if it does, the
pipeline of military requirements
will fill up eventually and the
demand will be reduced to one of
replacement, The problem of
overproduction in the United
States will then be really serious.
In addition to this tremendous
productive capacity, we also have
most of the world’s supply of hard
money. In other words, we have
both the goods and the money. In
a ‘“table stakes” poker game,
when one player collects all the
chips the game is over—and very
happily for the winner. Unfor-
tunately, the parallel does not
apply in political economy.

In order to preserve our own
prosperity and our own standard
of living, we must find profitable
means of disposing of our sur-
pluses. We must, in other words,
find somebody to sell them to who
can afford to pay for them. Arti-
ficial destruction of surpluses,
gifts, subsidies — these are only
temporary expedients. They effect
a momentary relief at the cost of
the fundamental soundness of our

economic structure, just as a drug -

injection effects a momentary re-
lief at the cost of permanent dam-
age to the constitution of the user.
We have got to find profitable
markets and where they do not
exist, they must be developed.
This means capital investment. It
means raising the standard of liv-
ing of a large part of the earth’s
people to a point where they both
feel a demand for American prod-
ucts and have the means to satis-
fy that demand. Imagine the pos-
sible eventual market for Amer-
ican - automobiles, refrigerators,
tractors, machine tools, household
utilities of all kinds in the 300
millions of India, provided their
standard of living were such as
to enable them to use them: pro-
vided the roads were developed

on which to ron the automobiles;
the houses built and the electrical
connections supplied with which

to use the refrigerators. This is
a long range problem and not one
that we in the banking industry
can solve alone. It is, to a large
extent, a political problem.
Capital investment can only be
made in an atmosphere of politi-
cal stability. But we, as an indus-
try, must realize that American
production, if wisely used, can
bring to the world an era of un-
precedented prosperity, and if un-
wisely handled, can simply result
in depression and hard times at
home. This is not a one-way
street. If the operation is to be a
permanently sound one, we must
make it possible for those who
buy from us to pay for what they
buy. They cannot pay in gold or
hard money. We already have
most of that. They can only pay
in goods and we must buy if we
are to continue to sell. Our tariff
policies must be such as to enable
the goods they have to offer, for
which there is a market in this
country, to flow freely without
imposing . insuperable artificial
barriers in the interest of some
pressure group or groups. Realis-
tically, it is probably impossible
to maintain the American stand-
ard of living over a long period
of years at a level so inordinately
higher than that of the rest of the
world. America is too great a
force in the world today for such
economic isolation to be possible.
These standards of living must ap-
proach one another. Aside from
all humanitarian considerations, is
it not far better, in our own self-
interest to narrow this gap by
raising their standard of living
rather than by lowering our own?
One final word, and I am done.
There has in this country, and I
am sorry to say in banking, de-
veloped since 1933 an increasing
tendency to depend on govern-
ment for security, both business
and personal: Government guar-
antees of loans; government insur-
ance on deposits; government
guarantees of prices; government
subsidies; government regulations
of terms. I ask you, ladies and
gentlemen, to realize that only by
standing on our own feet can we
be truly free. If we are to depend
upon government for the safety
of our operations, if we are to
depend upon government to tell

us to whom we can loan and on
what terms, and then to guarantee
the return of our money, where
is the need for a private banking
system? I ask you to remember
one simple fact—that nobody can,

f

" San Francisco Stock Exchange

California-Pacific Utilities Company

Preferred and Common Stocks

A GROWING UTILITY

Serving 45 Communities in 5 Western States

Ask for our research report

- FirsT CALIFORNIA COMPANY

Incorporoted
Members

Midwest Stock Exchange

300 Montgomery Street « San Francisco

Private Wire to New York, Chicago and other leading Eastern cities

- Los Angeles Stock Ex.change

or will undertake to take care of
you without at the same time con-
trolling you. We must realize that
we are being forced to make a
decision whether we wish to be
wards of the state, cared for, di-
rected, and -controlled, or whether
we wish to be free, adult human
beings, making our own oppor-
tunities' and accepting the risks
that go with freedom. each step
we have taken down the road of
collectivism has been, by itself, a
modest’ one, combined they have

éovered_ a frightening distance.
Let us make our decision now. I
have no fear of what it will be.
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Fund Inv. Corp.

SOUTH BEND, Ind.—The Fund
Investment Corp. has been formed
with offices at 100-10 South Main
Street, to engage in a securities
business. Officers are Stephen G.
Kovacs, Harry F. Schuster, and
Elizabeth M. Kovacs.

Sheehan & Wolf Add

(Special to THE FINANCIAL CHRONICLE)
MIAMI, Fla.—Paul E. Watkins
has become affiliated with Shee-
han and Wolf, Inc., 114 Northeast
Second Avenue, members of the
Midwest Stock Exchange.

on public utilities. Over a period

this new section as I do.”

Milton Lewis for more details,

111 BROADWAY

THIS IS WHAT ONE OF THE DEALERS WROTE
US REGARDING THE PUBLIC UTILITY SECTION
OF OUR DEALERS’ WATCHING SERVICE.

“I have been wanting to drop you a note for the past few days in
regard to the new public utilities section of the Watching Service.
In my opinion, this is one of the best things that I have seen along
that line. I especially like the financial data on electric utility stocks
which you are getting out periodically, and also the buy-hold section

in a good many extra sales for dealers, because of the fact that here,
on one sheet, is a complete thumb-nail description of each company.
I am sure that other investment dealers must feel the same way about

Dealers interested in our Watching Service should write our Mr.

IRA HAauPT & CoO.

Members New York Stock Exchange and principal Exchanges

WOrth 4-6000

Enterprise phones from principal cities.

of 'time, this section should result

NEW YORK 6

Primary Markets

Utility Stocks

Arizona Public Service
Arkansas-Missouri Power
Associated Telephone Pfds.
Bangor Hydro-Electric

Boston Edison

California Elec. Pwr., Common
California Elec. Pwr., Convert. Pfds.
California Oregon Power
California Water & Telephone
Central Electric & Gas

Central Illinois Electric & Gas
Central Illinois Public Service
Central Louisiana Electric
Central Maine Power

Central Vermont Public Service
El Paso Electric

Green Mountain Power

Indiana Gas & Water

Towa Electric Light & Power
Towa Public Service

Towa Southern Utilities
Iowa Southern Util. $1.76 Conv. Pfd.
Kansas Gas & Electric

~ Southern Company

(e

Kentucky Utilities

Michigan Gas & Electric

New England Gas & Electric
Northern Indiana P. S., Common
No. Indiana P. 8. 4% Convert. Pfd. |
Northwestern Public Service

Otter Tail Power

Pacific Power & Light

Portland General Electric

Public Service of New Hampshira
Public Service of New Mexico
Rockland Light & Power

San Diego Gas & Electric
Seattle Gas

Sierra Pacific Power

I

i d
Southwestern Public Service !
Tennessee Gas Transmission .
Toledo Edison

Transcontinental Gas Pipe Line
Tucson Gas,.Electric Light & Powez
Upper Peninsula Power

‘Western Massachusetts Companies

1
]
1
!
!
1
|
i
|
|
{
3
[
I
t
|
|
|
I
|
l
|

Wisconsin Power & Light

Our Utility Stock Analyzer available on request,

Gk

BOSTON 9
10 Post Office Square .

HUBBARD 2-0650
BS-297

CLEVELAND 14
Union Commerce Bldg.
SUPERIOR 1-7644
CV-394

NEW YORK 5
63 Wall Street
WHITEHALL 3-0781
NY 1-2875
LOS ANGELES 14
210 W. Seventh Street
MICHIGAN 2837
LA-1086

ER & 00.

INCORPORATED

CHICAGO 4 ,
231 S. La Salle Strecd
FRANKLIN 2-7535
CG-105

SAN FRANCISCO 4
Russ Building
YUKON 6-2332

SF.573

PRIVATE WIRE SYSTEM CONNECTING:
NEW YORK ® BOSTON ® CHICAGO ® CLEVELAND @ PHILADELPHIA
ST, LOUIS @ LOS ANGELES ® SAN FRANCISCO

TELEPHONES TO:

Hartford, Enterprise 6011
Providence, Enterprise 7008

Dayton; Enterprise 6066

Portland, Enterprise 7008
Detroit, Enterprise 6066

=
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ecurities Salesman’s Corner

By JOHN

_‘There is a certain amount of
natural inertia that must be over-
come in every profession. But
since - sales- work is essentially
creative and it entails the bring-
ing of a message, or an idea, be-
fore the public, even the most
experienced salesmen are some-
‘times faced with the problem of
overcoming their own disinclina-
tion to .go to work, The main
problem, at times, seems to be
just getting started.

After some experience with this
situation, most salesmen recog-
nize the symptoms. There is a
strong urge to do some office
work, or take the day off, or go
to see an old friend under the
pretext that possibly he might
have some business for us, while
well we know that this is very
unlikely. The remedy is always

DUTTON

the same. The sooner such
thoughts are ‘put firmly out of
one’s mind, and replaced with the
business at hand, the more effec-
tive you can become in establish-
ing control of your own activities,

It can be proved by experience
that often it is necessary to make
that last call of the day if some
new account is to be opened, or a
large sale is to be made. Many

times salesmen will go into a ter--

ritory and because they have met
with orly limited success they
will go on to the next stop, and
leave the best opportunity behind
them. It is consistent work that
spells the difference between
modest success and the larger re-
wards.

Once this fact is recognized, and
you understand that what we call
“heing lazy” is also a natural im-

For many years we have specialized in the

underwriting and distribution of sound

Public Utility securities.

BOENNING & CO.

Philadelphia 3, Pa.

INDICATION OF ACCEPTANCE

About one-third of all

of the electric companies

having operating revenues in excess of $45,000,000
have employed the services of our organization to
assist in the solicitation of proxies for meetings of

their stockholders.

The managements of these

and many other electric, gas

and telephone companies find our services insure prompt
and gratifying stockholder response. This is attested te by
unsolicited letters of commendation and repeat employments.

DUDLEY

F. KING

Proxy Soliciting Organization’
70 Pine Street, New York 5, N. Y.

National coverage provided through Zone Managers located
: in 30 principal cities

Public Utility

and other

Investment Securities

Union Securities Corporation
65 Broadway, New York 6
Telephone: HAnover 2-4800 -

BOSTON'
HARTFORD . o

+BUFFALO .
PHILADELPHIA .

CLEVELAND
. SYRACUSE

pediment ‘that must be faced, it

. becomes part of the job to throw
- offthe desire to.avoid work just

by the :very fact of “going to

- work.”

There have been so many in-
stances, in the careers of most
salesmen where dramatic proof is
available that immediate success
is ‘just around the corner if we
only .make that necessary effort. I
was recently discussing just such
a case with a salesman of my ac-
quaintance. Tt seems that he had
opened a small account, and at the
same time he had promised to call
back and go over things after a
month or so had passed. As some-
times happens, almost two months
went by and he had not made the
servicecall. Oneday his conscience
got the best of him, He was in a
town about 30 miles from where
his new client lived and he de-
cided that he had better not put
things off any longer. So he
turned his car around and made
the trip. But when he got to his
destination his customer was not
at home.

He wrote a note and placed it
near the door where it would be
seen when the client returned.
Then he went on his way wonder-
ing whether the call was worth
the effort after all, but he did
have the satisfaction of knowing
that he had kept his word. Several
days later he received a card from
the customer. It expressed regret
that he was not home at the time
the salesman called, and it sug-
gested that one of his friends who
lived across the street would like
to talk with him. The telephone
number of the neighbor was writ-
ten on the card and the client
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caused ' the firm'-to be known. Robert’C. Van ‘Tuyl, - AlfredE.

throughout Wall Street as- “The
Steel House” during-the first quar-"
ter of the century. - i,

The firm gained this name after
Edward Shearson gave up his job
as first Comptroller -of the giant
United States Steel Corporation to
join Messrs. Hammill and Busk in

the formation of . the brokerage-

firm. Mrs. Shearson had been
closely associated with Judge El-
bert H. Gary, who was the. organ--
izing genius  in- the creation -of
U. S. Steel, and with Charles M.
Schwab and other leading figures
in the steel industry in that era.

In succeeding years, the firm
continued to expand, internally
through the establishment of sep-
arate departments devoted to the
many facets of investment pre-
dicted on comprehensive research,
and externally by the absorption
of several other securities busi-
nesses in major financial centers.
In recent years the firm has ex-
tended its operations in the in-
vestment banking business which
they entered in their first year
when they headed an underwrit-
ing of $10,000,000 of Allis Chalm-
ers bonds.

Present partners of the firm are:
Murray D. Safanie, Farwell Wins-
ton, Roy E. Bard, Walter Maynard,

Harry K. Smith, Roland C. Steven,

‘Thurber; Robert-A: Kugler, Wil-
liam -J.-Denman, H. Stanley Kru=-
'sen, George D. Rees, general part-

ners; Walter L. Johnson, E. Town-

send- Irvin, Leeds Mitchell and
J: Harry Steinkampf, limited part=~
ners. - - . .
*~'In addition to its two offices in
New York City, other offices in
the United - States are located in
Chicago,  Los 'Angeles, Pasadena,
‘Beverly Hills, -Hartford, Middle-
town, New Britain, Dallas, Mem=~
phis and Macon: Branches are-also
maintained in Montreal, Canada,
;mdda.n agency in Basle, Switzer-
and.

‘Ass’n of Exch. Firms
Fall Meeling

The Fall meeting of the Board
of Governors -of the Association
of Stock Exchange Firms will be
held. on the following dates: Oct.
5-7—San Francisco (Mark Hop-
kins Hotel); Oct. 8-10—Los An-
geles (Ambassador Hotel).

Mark Ward Opens

SPOKANE, Wash.—Mark Ward
is engaging in a securities busi=
ness from offices at North 1601
Monroe Street. : :

Blyth &

suggested that when the salesman .

called to see the new prospect,
he should arrange for the call
back with the original customer.

The salesman telephoned . }he
prospect and made an appgint-
ment. He“also arranged for the
neighbor to tell his customer
when he would be there. He made
the call and found that it was a
very substantial account, Con-

siderable business developed and

this ‘would never have been the
case if the salesman had not first
of all kept his word to the orig-

inal customer, thereby gaining his .

confidence; and secondly had not
overcome the desire to do things
the easy way.. . ek Y

It is not suggested that driving

long distances out of your way is .

sound practice ‘when - you -are
working a rural territory. But in
this case, the fact that the sales-
man -neglected ‘to make his serv-
ice call as he had promised when
he had been in the client’s neigh-
borhood, was sufficent reason for
driving the extra 60 miles. It paid
in dollars and cents. It is a
definite and provable fact that if
you will make the effort to over-
comé inertia you will do so.
And whether you receive imme-
diate results, as happened in this
instance, or if the rewards come
later, you can be sure that as one
fellow said it, when I asked him
how was business. “When I work,
it’s good!”

Shearson, Hammill
50th Anniversary

Shearson, Hammill & Co., 14
Wall Street, New York City, mem-

~ bers of the New York Stock Ex-

change and other principal stock
and commodity exchanges, cele-
brated the 50th anniversary of its
founding June 10.

Now one of the largest and best
known investment and brokerage
houses in Wall Street, the firm
started operations in 1902 with
ten employees and three original
partners—Edward hSearson, Caleb
W. Hammill and W. Hamilton
Busk.

Highlighting the firm’s history

is the record of its early contracts
with leading figures in the steel .

‘industry — an;:_association® 'which

Co., Inc.

Distribution
Coast to coast retail
distributing facilities
through 23 offices
located in prinqipal

financial and business-- ...

centers.

New York * San Francisco =
Boston * Springfield ° Philadelphia -
Louisville Detroit * Minneapolis

Sacramento ¢

A

it

Chicago

Fresno. * San Jose

Primary Markets
in
Public Utility -
Bonds
Preferred Stocks

-.Common Stocks"

Complete -Trading Facilities-

+ . Los Angeles * BSeattle * Portland !
Pittsburgh - - Cleveland - Indianapolis
Spokane Oakland Eureka ¢
+ Pasadena .* Ban Diego

We have prepared a study on

Electric

Utilities

giving extensive data on 84 companies.

Copies on Request

Carl M. Loeb, Rhoades & Cd. |

Underwriters and Distributors of
Investment Securities

. 42 WALL STREET

NEW YORK 5, N. Y.

Telephone: WHitehall 3-4000—Teletype: NY 1-630 & 1-718

MEMBERS OF THE NEW.YORK STOCK EXCHANGE
AND OTHER LEADING STOCK.'AND COMMODITY.  EXCHANGES -

pitized for FRASER.
p://fraser.stlouisfed.org/
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Bond Club of New

Delmont K. Pfeffer, National City Bank of New York; Augustus W, Richard A. Woods, Merrill Lynch, Pierce, Fenner & Beane; James J. Lee, W. E. Hutton & Co., retiring President of the Bond
Phelps, Phelps, Fenn & Co., and_Rickie; Arthur L. Hawley, H. Albert Ascher, Wm. E. Pollock & Co., Inc.; Alfred J. Ross, Cl Wright Duryea, Glore, Forgan & Co., newly elected
Lionel D. Edie & Co. Dick & Merle-Smith Vice-President

John H. Leib, Blyth & Co., Inc.; W. Scott Cluett, Harriman Ripley & Co., Incofporated; Ernest W.' James Sullivan, Blair, Rollins & Co., Incorporated; John Wasserman, Asiel & Co.; Henry Herrman,
Borkland, Jr., Tucker, Anthony & Co.; Robert G. Dillon, Dean Witter & Co. Henry Herrman & Co.; James C, Warren, A. M. Kidder & Co,

Robert E. Broome, Guaranty Trust Company; Joseph W. Dixon, American Securities Corporation; Richard B. Watson, F. S. Moseley & Co.; Fred C. Braun, Jr., F. S. Moseley & Co.; Kenneth A. Kerr,
Lincoln J. Patton, Halsey, Stuart & Co. Inc.; Maynard lIvison, Abbott, Proctor & Paine; Central Republic Company; Herbert F. Atwater, Gammack & Co.; John A. Straley,
Milton Harrison, Wood, Struthers & Co. Investment Dealers Digest; Douglas Bartow, American Securities Corporation

AR A G s S .

Gerald B. West, Max G. Robinson, Wendell R. Erickson and Edwa‘rd K. Van Horne, Stone & Webster A. R. Piper, Paine, Webber; Jackson & Curtis; William A. Pidgeon, Paine, Webber, Jackson & Curtis;
) Securities Corporation; James D. Topping, J. D. Topping & Co. - Victor A. Graymount

gitized for FRASER
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Twenty-eighth Annual Field Day

Karl P, Herzer, R. L. Day & Co.; Edgar J. Loftus, R. S. Dickson & John B. Roll, J. B. Roll & Co., Inc.; Allan C. Eustis, Jr., H. Lawrence Bogert, Jr., Eastman, Dillon & Co.; William M. Rex,
Co., Inc.; E. Jansen Hunt, White, Weld & Co. Spencer Trask & Co. Clark, Dodge & Co.; Homer J. O’Connell, Homer O’Connell & Co., Inc.

i

W. Laud Brown, Bankers Trust Company; Hugh Bullock, Calvin Bullock; David B. MacElro . John S.KLinen, Chase National Bank of the City of New York; Rudolph Smutny, Salomon Bros. &
. J. P. Morgan & Co. Inc.; Robert J. Lewis, Estabrook & Co.; David Terwilliger, Hutzler; Sumner B. Emerson, Morgan Stanley & Co. (in back row); Adrian Massie,
Kidder, Peabody & Co.; Fred M. McClelland, Kidder, Peabody & Co. New York Trust Company; Craig S. Bartlett, The Hanover Bank

William T. Spence, Spencer, Trask & Co.; John Dieckman, National Casting Champion; John Salvato,
Ladies National Casting Champion; Hal E. Murphy, Commercial & Financial Chronicle

Walter T. DeHaven, DeHaven & Townsend, Crouter & Bodine; Thatcher Bro‘wn, Jr,, Charles F. Bryan, Spencer Trask & Co.; George E. Clark, Adams Express Co.; Frank Gernon,
G. H. Walker & Co.; Elsworth McEwen, Bankers Trust Company; Carl M. Loeb, Rhoades & Co.; David W. Lovell, Laurence M. Marks & Co.;
Milton C. Cross, Harriman Ripley &. Co., Incorporated John Whitney, Riter & Co,

itized for FRASER
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Friday, June 6th, 1952

iy

Ranald Macdonald, Dominick & Dominick; Edward K. Van Horne, Walker Stevenson, Blyth & Co., Inc., Philadelphia; Paul A. Conley, Malon S. Andrus, J. G. White & Company, Incorporated; T. A.
Stone & Webster Securities Corporation; Walter W. Wilson, Blyth & Co., Inc.,, New York City; Norman de Plarique, Nosworthy, Bronx Savings Bank; William S. Wilson,
Morgan Stanley & Co.; Walter F. Blaine, Goldman, Sachs & Co. W. E. Hutton & Co. Montgomery, Scott & Co.

George Coggeshall, Schoellkopf, Hutton & Pomeroy, Inc.; Edward Glassmeyer, Blyth & Co., Inc.; Alfred Hausser, Chemical Bank & Trust Co.; Harvey Mole, U. S. Steel & Carnegie Pension Fund;
Paris Scott Russell, Jr., Glore, Forgan & Co.; Robert E. Broome, Guaranty Trust Company Aubrey G. Lanston, Aubrey G. Lanston & Co., Inc.; Elam Miller, Smith, Barney & Co.

i ' i » Alst Noel & Co. Van Dyk MacBride, MacBride, Miller & Co., Newark, N. J.; Theodore Prince
Richard C. Noel and David Van Alstyne, Jr., Van Alstyne, Noe ) an Uy Wehmar'm,BP;’hi’fe,&chld ? o R::bert W.'Fisher,,
yti 0., Inc,

1 ; i Ay N . J C. And Hudson -B. Lemkau, Morgan Stanley & Co.; Brainerd H. Whitbeck, First Boston Corporation;
Puighax ?:l;:edioflladzdg: ,-&Wciﬂi'anl-m!’v.l'. {{Ioe;', fa'f"é!"if:.gf &cha;:::- f:vec;:t’t T‘::::]sinson, - Robert Drysdale, Jr., Drysdale & Co.; W. H. R. Jarvis, McLeod, "Young, Weir, Incorporated;
5 4

4 y ; Austin Brown, Dean Witter & Co. (standing); Monica Lane, Vocalist; A. J. Martin, United States
- Murrill Lywehy Fikros, Fonoer & Beans Trust Company (standing): Ransom Hodges, First Boston Corporation; Orin T. Leach,
gitized for FRASER ; ) Estabrook & Co,

kp://fraser.stlouisfed.org/
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Country Club

At the Sleepy Hollow

Earl K. Bassett, W. E. Hutton & Co.; William H. Long, Jr., Jimmy Lanin’s Tyroleans: George Kiener, Vic Anthony and Harold
Doremus & Co.; Frank M, Stanton, First Boston Corporation’ Richards, with Edwin L. Beck, Commmercial & Financial

John K.
Chronicle, yodeling

Starkweather, Starkweather & Co.;

Lee M. Limbert,
Blyth & Co., Inc.; Grosvenor Farwell, Hitt, Farwell Associates

Francis A, Cannon, First Boston Corporation; Perry E. Hall, Morgan Stanley & Co.;
Wertheim & Co.; Allen C. Du Bois, Wertheim & Co,

MacLean Gander, Dominick & Dominick; William Bachert, The Bank of New York; Archibald Busby,
Green, Ellis & Anderson; Thorburn Rand, Rand & Co.; Eugene Bashore, Blyth & Co., Inc,

R

J. Emerson Thors, Kuhn, Loeb & Co.; John W. Carleton, Sr.
Eastman, Dillon & Co.

¢ {
Allan L. Melhnc!o; John E. Arrowsmith, Van Alstyne, Noel & Co.; Arthur D. Lane,
Middleton Rose, Laird, Bissell & Meeds

Chase National Bank of the City of New York;
Paul Devlin, Blyth & Co., Inc.

(Kneeling in front): Warren W. Ayres, Dudley F. King; Dudley F. King; Phili
Harriman Ripley & Co., Incorporated; Standing: Jol
. Walter H. Weed, Jr., U
Hartford;

T ed Callaghan, Goldman,
nion Securities Corporation; John L. Gaerste,

W. Carow, Jr.,
Raymond D, Stitzer,

Fred D. Stone, Jr., Marine Trust Co
achs & Co.;

R. W. Pressprich & Co.;
J Cooley & Company, ’
Equitable Securities Corporation
itizéd for FRASER

p://fraser.stlouisfed.or

mpany of Western New York, New York City; John J. Clapp, J

! Robert Larner, Hanover Fire Insurance Co.; John McMaster,

reat American Insurance Co.; Morton H. Fry, Riter & Co.; Donald J. Nightingale,
Halsey, Stuart & Co. Inc.
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Continued from page 3

Progress in
Electronics

from high-speed simple arithmetic
to high-speed reading and writing,
too.

The information that we com-
press today on punch cards will
be further compressed by storing
the necessary figures and words
on magnetic tapes which can-be
scanned at the speed of many
thousands of words a minute.

Methods of rapidly double-
checking the results of the com-
puter are being developed with
success so that one error in many
billions of transactions should be
a rarity. This increase in effi-
ciency and drastic reduction in
time and labor can result in eco-
nomies of startling proportions.

Since a computer’s output, in
its raw state, is in the form of
electronic pulses, there are also
possibilities for relaying these
pulses simultaneously to remote
points before reducing them to

reasonably near future may call
for organizational revision in in-
surance companies.

Electronic Aids to Health
The contributions of the electron
to the health and life expectancy
of mankind are tangible. Direct
electronic aids to health through
medicine have already been de-
veloped.  And .there are many
indirect electronic aids to health
through safety, better living, and
the pleasures of radio and tele-
vision which bring information,

entertainment anqd relaxation.
Foremost among the electronic
tools which are performing vital
services in the field of health is
the electron microscope. "It has
opened up hitherto unseen worlds
of the infinitesimal so that viruses
and bacteria come. into view.

words and figures. The capabili- |

ties of our existing means of com-
munication for swiftly trans-
ferring large quantities of in-
formation if - electronic form is
still far from being fully utilized.

These modern robots promise
" to revolutionize and simplify the
clerical operations of insurance
companies, banks, tax bureaus,
stock exchanges, and business in
general. For example, in mer-
chandising organizations, a single
electronic computer can do the
combined accounting of receiv-
ables, payables,
stock controls.

These possibilities and applica-
tions are by no means in the
dream stage. During and after
World War II, great impetus was
given to these “super-brain ma-
chines” for use in the fields of
aerodynamics, guided missiles and
ballistics.

A year and half ago, after many
months of research and engineer-
ing, RCA scientists completed the
“Typhoon,” a computer of the an-
alogue type, for the U. S. Navy.
This computer has made more
than 2,000 simulated test runs of
proposed guided missiles at enor-
mous savings to the government
in time and materials. In fact, it
has saved the government more
than $250 million on these tests
alone.

Our experts, who are studying
the possible applications.of the
electronic computer, tell me that
the three main units of an insur-
ance company ace the ordinary,
industrial and actuarial depart-
ments.

The two operating departments,
I understand, have the responsi-
bility for handling the accounting
relative to - individual policies,
preparation of premium and divi-
dend notices, salesmen’s commis-
sions, etc. The actuarial depart-
ment, I am told, summarizes the
results of the many millions of
individual customer transactions
in order to determine the pre-
mium rates and dividend rates for
management approval. :

Our surveys indicate that the
electronic computer may bring
about an integration of the
activities of the two operating
departments’ and the actuarial
department which hitherto have
operated separately.

In the course of recording the
individual transaction with policy
holders, the electronic computer
is able not only to prepare the
extensive summaries necessary for
the actuarial department, but can
also prepare the analyses nor-
mally conducted in the actuarial
department and arrive at pre-
mium as well as dividend rates

purchases and .

based on current mortality expe-"

rience.

As a result, the availability

of electronic computers in the

foitized for FRASER
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Human cells, blood corpuscles, tis-
sues and nerve fibers, tremen-
dously magnified up to 350,000
diameters, can ‘be photographed
and studied as never before.

Under such great magnification
bacteria appear as large as the
SS. Queen Mary, while bac-
teriophage attacking it look the
size of tug boats.

The optical microscope is a cen-
tury old, but it is still in general
use. The electron microscope is
little . more than a decade old.
Nevertheless, it has opened new
fields of vision larger than.those
revealed - by its predecessor.
While the electron miscroscope is
still in its infancy, it has already
revealed to us a submicroscopic
world to which we were formerly
blind.

Recently, this marvelous instru-

ment has shown for the first time"

in any real detail the outside
membrane of the red blood cell.
Interestingly enough, this mem-
brane structure showed up to be
different in each person whose
blood was examined. The full
significance of this membrane
“finger printing” has yet to be
examined with thoroughness, but
the electron microscope, manned
by skilled researchers, will be
able to uncover the story.

Television is also playing a part
in the war against disease. Until
recently scientists found it diffi-
cult to keep microbes alive for
study—at high magnification—in
light microscopes. Dyes. used to
make them visible killed some and
others were destroyed by the in-
tense light.

Our scientists have solved this

(2457) 29

problem by making television a
working partner of the micro-
scope, The *“eye” of their new
system is a small television cam-
era built around RCA’s sensitive
vidicon tube. No intense light'is
needed, since this electron tube
“sees” at low light levels. And
by making the tube sensitive to
the red or violet bands of the
spectrum, dyes and stains are
eliminated,

With this new system, research
men are able to watch living
germs or cells—immensely mag-
nified—on the screen of a tele-
vision set. Students can be more
easily trained. And, of course,
scientists and medical experts
learn more about disease by
watching live micro-organisms.

Continued on page 30
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Continued from page 29

Progress in
Electronics

Now let us turn to a number of
other electronic developments,
some of which may be of more
direct interest to you than others,
but all are highly impor.tant for
they reveal how the science of
electronics is leading us across
new frontiers and into wider fxelds
of business and greater service to
humanity.

Viscometer—A new instrument
that measures simply, accurately
and continuously the viscosity o
liquids. It can chart blood-
clotting rates—a type of measure-
ment that was impossible a few
years ago. It will be useful in
many fields to measure viscosity
quickly—for example, petroleum,
plastics or paint,

Electronic Inspection — Several
years ago, RCA entered into a
development program with the
American Drug Manufacturers’
Association for the electronic in-
spection of medical ampules con-
taining vaccines and other liquids.

and on troop and hospital air-
craft.

The equipment can be used for
collision prevention, and as an
accurate indicator of weather con-
ditions, for it enables a pilot to
avoid thunderheads and select a
clearer course. Ground base
radar range beacons also can be
received so that navigators may
locate their exact position when
landmarks are not visible. A spe-
cial circuit enables the pilot to
observe in detail the terrain
within the range of the system—
in fact, to see a close-up as if he
were using a telescope,

The range of the system can be
selected by the pilot for distances
up to 225 miles. On a recent
transatlantic flight of an Air Force

plane bound for Germany, the
Azores were observed at a dis-
tance of 195 miles from an altitude

of 17,000 feet.
of islands was mapped with ex-
cellent definition, and navigation
by radar was easily accomplished.

The Navy has announced that
this new radar prevented a serious
crash at an undisclosed overseas
air base when a pilot, taking off
in foggy weather, received er-
roneous instructions from the
control tower to make a right turn.
The maneuver would have sent his
plane into a hillside, but the pilot
noticed the obstacle on his radar-
scope and made the correct turn.
Such a performance by radar is
but one of many in which this
electronic invention prevents acci-
dents and saves lives, not only in
the air but on the sea.

Television’s Growth

Up to now I have called your
attention to those developments
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The entire chain and devices which mark the

progress of electronics in fields
most closely related to your busi-
ness. But this is by no means the
full story of the enormous strides
made by the scientists and engi-
neers in their ceaseless efforts to
make the tiny electron perform
gigantic tasks.

Television itself, which is based
on the electron, has grown in a
period of only five years from

practically nothing to an industry.

whose volume of business last
year amounted to three billion
dollars. Including its older
brother, radio—still in its youth—
the industry as a whole now runs
at about five billion dollars a
year.

And television is only in its in-
fancy. Before many years have
passed its black-and-white images
will also be seen in color.

The recent lifting of the “freeze”
on new television stations and the
opening up of a portion of the
spectrum for use in what is known
as UHF, will greatly extend the
present area of television service.
Today there was about 17 million
television sets in American homes.
There are 108 television broad-
casting stations serving a potential
viewing audience of seventy mil-
lion persons.

Within the next five years,
there will probably be fifty mil-
lion television receiving sets, and
about fifteen hundred television
broadcasting stations with a po-
tential viewing audience of one
hundred and fifty million persons.
Every home in the land, equipped
with a television set, will be

within range of television pro-
grams.
Elaborate plans for radio and

This program was undertaken to -

improve inspection methods for
insuring the highest degree of
purity in drugs. Tests under way
are expected to prove the prac-
ticability of electronic inspection
of medical ampules in the same
way that RCA’s beverage inspec-
tion machine, now in use through-
out the country, has improved the
inspection of bottled Coca-Cola.
We have also developed and
demonstrated to the dairy indus-
try a portable inspection machine
which makes certain that empty
bottles are clear of contamination
before they are filled with milk.

These, and other electronic de-
velopments, are adding im-
portantly to the possibilities  of
improving the nation’s health,

Surgical Television—Within the
past few years there have been
several extraordinary demonstra-
tions of what we call surgical
television. A camera and micro-
phone suspended over an oper-
ating table enables large groups
of doctors, nurses, internes and
students to have a close-up view
of an operation. In this way
television becomes extremely
valuable in medical training. A
prominent surgeon who watched
one of these demonstrations re-
marked, “This is a teaching me-
dium that surpasses anything we
have had in the ‘past—I never
imagined television could be so
.effective until I actually saw it.
It may well prove to be the Med-
ical Lecture Hall of the future.”

Industrial TV—This is a closed-
circuit type of television, made
possible largely by RCA develop-
ment of the vidicon camera tube
and a 7-pound miniature camera
which can be mounted in normally
inaccessible locations. Industrial
TV is, in effect, a remote eye for
industry.
cations include the observation of
dangerous processes as well as
transmission of information such
as signatures, maps and files. It
has a variety of uses in mass
training, in industry and in the
military services, Industrial tele-
vision can add immeasurably to
the safety and to the efficiency of
workers in business.

Radar—A new radar set that
draws a constant picture of every-
thing in front of an airplane was
recently put into production by
RCA Victor for the Air Force and
the Navy. It is a light-weight
installation, weighing only 173
pounds, which can readily be in-
stalled on commercial aircraft.
Already it has been installed on
the Independence, President Tru-
man’s personal plane, as well as

on Navy and Air Force transports

Its hundreds of appli-

elping America
uy what it wants

*
?

ALEXANDER E. DUNCAN
Chairman of the Board and Founder

Commercial Credit Company

FORTY YEARS AGO, when I founded
CoMMERCIAL CREDIT COMPANY, a small group of
people joined with me in providing our original
capital of 300 THOUSAND DOLLARS.

The original CoMMERCIAL CREDIT stock pro-
spectus contained the words, “THE FIELD
OF OPERATIONS IS PRACTICALLY UN-
LIMITED.” Yes, we started with confidence in
our ability to succeed, but I know that none of us
in our original group foresaw COMMERCIAL
CrepiT COMPANY as it is today, for none of us
could foresee the miracle of America’s industrial

growth in the last 40 years.

In 1951 gross receivables acquired by the
Finance Companies of COMMERCIAL CREDIT were
$2,783,942,471; earned premiums of its Insurance
Companies were $39,464,036; and net sales of its
Manufacturing - Companies were $99,115,875.
These operations were carried on through some
12,800 employes located in more than 350 offices

throughout the United States and Canada. We

" have come a long way in the past forty years and

itized for FRASER
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television broadcasting have been 3 marvelous tool known as the

made for the coming political

conventions in Chicago. Never in’

the history of the United States
have political conventions been
within visual range of as many
people as they will be this year.

When Marconi sent the first
wireless signals in 1896, the total
population of the United States
was 70 ‘million. We estimate that
the potential TV audience for the
convention telecasts from Chicago
in July, 1952, will be 70 million
persons. By the time another
Presidential campaign year ar-
rives, four years hence, practi-
cally all the voters in the country
will be within TV range.

In extending the range and use-

fulness of radio and television"

services, nationally and interna-
tionally, electronic progress has
provided us in recent years with

microwave radio relay. By means
of radio relay stations television
networks now extend from the
Atlantic to the Pacific, and from
the Gulf to the Canadian border.

Two-way microwave radio sys-

‘tems  for . communication ‘along

highways, railroads, pipelines, and
for military purposes, also are
coming more and more into use.
We have built and installed a
number of microwave systems,
including those for the New Jer-
sey and Pennsylvania Turnpikes,
also for the Union Electric Co. and
Sunray Oil Corp. - Recently an
order for microwave equipment
was received from the North At-
lantic Treaty Organization for use
in Europe.

Within the next five years we

may expect to see television
established on an . international

basis. International television can
become a powerful aid socially,
educationally and politically. It
can cultivate better understanding
among nations and help to reduce
the tensions born of misunder-
standing. It is an old saying that
“Seeing is believing.”

Future Possibilities

The radio industry is mighty
Jfortunate that Thomson discovered
the electron at about the same
time Marconi invented wireless.
The electron proved to be the key
to revolutionary advances-in ail
forms of communication, and es-
pecially in radio and television.
It is constantly widening our
horizons and extending our orbits
of knowledge. Today, the electron

is opening new vistas to practi-
cally all other industries. What
once was ‘“electrified” is on the

way to being “electronized.”

We know that the electron has
tremendous potentialities for de-
velopment of new devices in the
home appliance field. We already
have electronic stoves and cookers
and we may have electronic air
conditioners, - refrigerators and
many other useful appliances;
The home of the future may be
electronically heated or cooled,
and life everywhere made more
comfortable,

Electronics, of course, continues
to be the lifeblood of the com-
munications business, but it is
destined to have a great impact on
other industries and, at the same
time, create new industries.

Already the power of electronics
is being felt by motion pictures,
the theatre and aviation, It is
performing important tasks for

the printing industry, and holds

ASSETS

U.S. Government and Other
Marketable Securities

Deferred Charges-Prepaid Items
Total. . ..

LIABILITIES

Collateral Trust Notes Payable
‘Short Term Unsecured Notes
Accrued Taxes

Accounts and Reserves Payable

Unearned Insurance Premiums
Other Reserves.......... PR P LIPS i) ik sk
Long Term Unsecured Notes
Subordinated Long Term Unsecured Notes
Minority Interests
Capital Stock and Surplus

Preferred

Capital Surplus
Earned Surplus

Contrasting the first published balance sheet of COMMERciAL CREDIT COMPANY
as of October 31, 1912 with our fortieth annual report as of December 31, 1951

As of
October 31, 1912

As of
December 31, 1951

$117,375

88,834,641

740,270

2,884
36,645
- $897,174

*After deducting $35,358,360 for Reserves
for Unearned Income and Losses

" $430,000

$455,073,500 -
31,924,978
47,046,648
31,371,411
6,239,955
131,500,000
50,000,000
62,064

151,574

2,638

100,000
200,000

- $897,174

I want to pay public tribute to those who have
helped write CoMMERCIAL CREDIT’S success story:

To the millions of customers who have used
and are using our services.

To the banks, corporations, insurance com-
Ppanies, institutional and other investors who
have loaned BILLIONS of dollars to
ComMERCIAL CREDIT to make our continuing
operations and growth possible.

'To some 28,000 stockholders, large and small,
who have bought and now own over 2l
MILLION shares of COMMERCIAL CREDIT

common stock.

To the manufacturers, distributors and
dealers for their endorsement and use of
various COMMERCIAL CREDIT PLANS.

I also want to pay

$ 66,159,758

690,026,043*
19,557,476
9,949,732
4,075,498
$878,603,148

22,789,730
38,042,920
64,551,942
$878,603,148

=

hands and hearts and minds have and are still *
carrying on for CoMMERCIAL CrEpit. That we
have grown substantially and soundly is ariple
proof that CoMMERCIAL CREDIT men and women
have done and are doing their jobs well.

CoMMERCIAL CREDIT is a perfect example of
what can be accomplished under our free enter-
prise system with proper incentive. It is gratifying
that one function of CoMMERcIAL CREDIT, our
time payment plans, has enabled millions and
millions of American families to enjoy the new
and better products of American industrial genius.
I am convinced that the average American con-

sumer is an honest, dependable business risk. He
is his own best credit man!

tribute to the men and

women of CoOMMERCIAL CREDIT—our original
group of five, three of whom are still with the
Company, and to the thousandg who with- their

We pledge the continuing use of our funds and
the knowledge and ability we have accumulated
in 40 years to persevering in our objective of
HELPING AMERICA BUY WHAT IT WANTS.
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great promise for future devel-
opments in this field. For ex-
ample, our engineers, in  co-
operation with the Interchemical
Corp., have developed automatic
electronic equipment which re-
duces by at least 50% the time
required to make color plates
for printing. And the fidelity of
the plates is materially improved.

This new process so speeds the
manufacture ‘of color plates that.
we may look forward to the time
when daily newspapers will be
able to print pictures of the day’s
events in color. It will be pos-
sible for weekly magazines greatly
to increase their use of color pic-
tures, and some of them eventu-
ally may be printed entirely in
color.

Such scientific advances are of
interest to insurance companies
that make financial loans and in-
vestments in industry. For ex-
ample, RCA is actively engaged
in the production of many of these
electronic developments, and a
large part of our working capital
has been provided through long-
term financial borrowings from
insurance companies. In this way
your organizations contribute not
only to the progress of science and
the development of new indus-
tries, but also to the stability of
the nation’s economy.

Of course, there are risks to
industry as well as risks to life.
Both are in need of proper insur-'
ance. And the best insurance for
the future of any industry is con-
tinued scientific research, .

The rapid progress of these
modern. days in all branches of
technology increases the hazards
of obsolescence.  No industry ‘can
be regarded safe that does not .
heed the call of science. No busi-
ness is safe that ignores the oppor-
tunities for improvement of its
products ‘or its services, or ,that
fails to foresee the possible effects
of new developments.

Finally, let me refer to a ques-
tion that is'frequently asked by
anxious people who watch the
march of science. They ask: “Will
the scientific machines make this
a better world in which to live?”

Each man must himself give the
answer to this vital question. For
the answer depends upon man
himself, and not upon machines,
which are not endowed by the
Creator with minds and hearts and
souls.

If man will exercise his imagi-
nation and work as hard in the
arts of cooperation, good will and
peace, as he does in the fields of
physical science, life can indeed be
beautiful. ~ But this is another
subject, for another day,

Newburger, Loeb Adds

Newburger, Loeb & Co., mem-
bers of the New York Stock
Exchange and other Exchanges,
announce that two registered rep-
resentatives have joined their or-
ganization: Martin L, Cohn, Jr.,
who is located at the firm’s branch
office at 57th Street and Sixth
Avenue, and Max Silver, located
at their Broadway and 86th Street
office.

Davies Adds to Staff

(Special to THE FINANCIAL CHRONICLE)

SAN FRANCISCO, Calif.—Paul
O. Buder has become associated
with Davies & Co., 425 Montgom-
ery. Street, members of the New
York and San Francisco Stock
Exchanges. He was formerly for
a number of years with Hanna-
ford & Talbot.

Joins Cruttenden Staff
(Special to THe FINANCIAL CHRONICLE)

CHICAGO,  Ill. —Raymond F.
Schlie has become associated with
Cruttenden & Co.; 209 South-La
Salle Street, members of the New
York and Midwest Stock Ex-
changes. Mr. Schlie was pre-
viously with Heath & Co. and
Reynolds & Co.

gitized for FRASER
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Continued from first page

Electric Power Industry
Meets Peak Load Demands

operation between the utility
companies and their large power
users. Experience over the years,
“including other periods when for
local reasons power shortages
seemed imminent, has proven that
Federal intervention is not re-
quired to take care of the situa-
tions, but to the contrary, such
curtailment orders as have in the
past been issued have been psy-
chologically disturbing and elec-
trically of small consequence, The
men in actual operation of the
generating plants, regardless of
ownership, can handle difficult
situations more quickly and more
effectively than any agency
situated in Washington.

The great strength which has
been demonstrated, not only by
individual electric utility com-
panies, but by combinations of
companies working together to
meet unusually large require-
ments, justifies our deep satisfac-
tion in the fact that there has
been no power shortage, and our
confidence in asserting that if
permitted to operate in the at-
mosphere of our American way
of doing things there will be no
power shortage.

Having made these basic asser-
tions, let's take a quick look at
the supporting facts. During 1951
in this country 6,979,000 kilowatts
of new power generating capacity
was added in plants contributing
to the.public supply and in in-
dustrial plants. This figure is not
to be confused with the increase
in capability since factors other
than installed capacity = affect
peaking capability. The investor-
owned companies installed 70%
of the new 1951 capacity, Federal
and other governmental installa-
tions accounted for 25%, and ad-
ditional installations in industrial
and railway plants the remaining
5%. At the end of the year our
country led the world by a wide
margin in available power, having
a grand total of almost 90 million
kilowatts; an increase over 1950
of about 8.5%.

These figures fail to give the
dramatic picture of the addition
in one year of 1/12th of the total
capacity previously installed since
the electric industry began some
70 years ago. This accomplishment
came not from panic spending, but
as a result of careful planning by
competent minds since World War

“TAKEN STOCK”

of Cincinnati, lately?...

FORD AUTOMA'

It's expanding like a new father’s
chest...with Ford and General Elec-
tric being among the most recent of
the many “blue-chip” companies to
make major installations in this area.

One common-sense reason these
new plants were located here is that
‘their power requirements were un-
derwritten—six years ago—by a
$123,000,000 Postwar Expansion
- Program of The Cincinnati Gas &
" Electric Company.

7

'RANSMISSION DIVISION COMPLETED IN 1951

And a very good reason Cincin-
nati's industrial growth will continue
can be traced to the Industrial
Development Department of The
Cincinnati Gas & Electric Company.
This organization, through an im-
pressive series of advertisements in
Business Week, The Wall Street Journal,
U. 5. News, and other business publi-
cations, is telling American industry
about the many advantages of loca-
ting in Cincinnati—now, and in the
competitive battle to come. Adds up
to a bright “business” future, don’t
you think?

The CINCINNATI GAS & ELECTRIC Company

11. This planning and building was:

accomplished by manufacturers
as well as utility operations and
our full mead of praise must go
to this country’s giants who make
the prime movers, boilers, switch-
ing and control equipment, plus
the multitude of auxiliary appa-
ratus found in the modern hydro
and steam generating stations.

This expansion costs money,
big money. During each of the
past three years our electric util-
ity companies have spent over $2
billion for bigger and better
facilities. In order to get some
perspective on expenditures of
this magnitude consider the fig-
ures coming out of a McGraw-
Hill Survey for the two years
1951 and 1952. This showed that
$40 billion will be spent for en-
largement of industrial plants of
all kinds and almost $7 billion
of this will be for electric utility
facilities. In this two-year period
the industrial capacity of the
country will increase 16%, or an
amount equivalent to 1/6th of
total investment in industrial
plant built in all the years of our
previous history.

Taking a short look into the
future plans which are definite,
it is indicated that the $12 billion
investment in electric service
facilities at the end of World War
II will multiply two and one-half
times to a total of $30 billion
by the end of 1954. Do you recall
not so long ago in Washington
there was a school of thought
which held that industrially
America was overexpanded, and
complained because prices had to
reflect the carrying charges on
this excess capacity? How short-
sighted can those economists be?

Plans for the Near Future

Let’s take a quick reference to
the latest results coming from the
Institute Power Survey Commit-
tee. For the country as a whole,
the Committee’s 11th semi-annual
survey, made this Spring, shows
for calendar year 1952, with me-
dian water conditions, an increase
of about 9 million kilowatts in
capability and a peak load growth
of some 10 million kilowatts. As-
suming that plant expansion will
continue to keep reasonably well
on schedule, this will mean we’ll
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‘wind up the year with a gross

margin of capability over -load
in excess of 7 millon kilowatts.
The percentage of reserve will not
be as large as we used to believe
was desirable, but with the better
integration of neighbor - systems
and the operating abilities of our
system operators, I believe this
margin will suffice,

In practically every issue of our
trade magazines we find refer-
ence to the start of a new plant
or the enlargement of an ex-
isting plant all over the coun-
try. Our engineers are now pro-
jecting the .new capacity to go
on the line in 1955 and 1956 and
are thinking in terms of 1960. I
can assure you that their minds
run not alone to numbers of kilo-
watts, but to higher and higher
efficiency, larger unit sizes, higher
steam pressures and an entirely
new level of transmission volt-
ages. Last March, in an address
entitled “Vision and Power,”
Philip Sporn, President, American
Gas and Electric Company, pre-
sented to the first American
Power Conference an excellent
portrayal of advance thinking.
Among other things he said:

“If we are to get maximum
utilization of electric power, we
need the most economical de-
velopment and the most econom-
ical operation. . . . Production of
electric power is a most complex
and unique technical economic
operation. . . . This . . . calls for a
great deal of advance planning
to avoid obsolescence due to in-
adequacy; that in turn means long
reaches into the future. For unless
the fog of the future is pierced
by vision, neither size nor tech-
nical dimensions can be visual-
ized. As a matter of fact, unless
the . social-economic trends are
visualized, the very foundation
for future systems cannot be de-
veloped. In short, sound develop-
ment of power systems is not
possible unless boldness and
imagination—vision—in projec-
tion and conception are liberally
intermingled with technical
soundness and economic respon-
sibility.”

From my own experience in
the past two years I can testify
to the ravid pace the engineers
are travelling. The duplicate in

name-plate rating of a plant
which started operation in 1951
will, when it starts generating
this coming Fall of 1952, embody
new features, so that with the
same name-plate rated generator,
the actual output capability will
be 13% % higher and the effi-
ciency 7% % better.

This result requires more cap-
ital and this is where taxes and
inflation - play an increasingly
villainous role. Our burdensome
tax structure strikes from three

‘angles: first, the additional equip-

ment cost per kilowatt to com-
pensate for higher taxes all the
way back to the raw materials;
second, the tighter money market
because of the heavier drain on
the investor’s income to supply .
the insatiable demands of the
Federal treasury; and third, the
withering effect of taxes on labor’s
take-home pay. In the last case, the
consequent resentment is not so
much against the profligate gov-
ernment spender as it is against
the boss who becomes the only
tangible target against which the
aggrieved employee can vent his
displeasure.

Company Personnel

New plant equipment is in-
creasingly complex and expensive,
which brings new problems of
personnel. In the modern steam
generating plant the investment
per operating emplyee may well
reach the astounding total of
$300,000. By the same token, em-~
ployee qualifications are being
raised, so more and more em-
phasis is put upon education and
experience in filling personnel
requirements. A considerable part
of the program of this Convention
will be devoted to this highly
important facet of our operations.
As strikes and labor difficulties
sweep the country we must realize
that taxation - of the individual
is one of the root causes. Then,
paradoxically, out of employee
dissatisfaction, no' matter how
caused, comes a demand for gov-.
ernment interference and a
greater reliance upon the labor
boss who can exercise control
over the executive and admin-
istrative departments, rather than
an understanding of the true cause .
of the economic upset and apply-

Pennsylvania. They

Each year, for the past six, an
average of a hundred new industries
have located i Central Eastern

them 49,000 new .jobs and $136
million in potential annual payrolls.

Matching this, PP&L has put $156

brought with 1955.

power.

One-

Industries are on the move

million into new and better power
facilities. . .with $288 million planned
for the ten-year period ending with

Come to Central Eastern Pennsyl-
vania for better business and ready

THE HEART OF THE MARKET

third of the

nation’s population
within a 200-mile radius. -

Serving Cincinnati—the city closest to America—with an adequate
supply of gas and electricity for home and industrial consumption

itized for FRASER
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eral Reserve Bank of St. L.ouis

PENNSYLVANIA POWER & LIGHT COMPANY
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- ing the right methods.of solution.
:We' cannot shut' our ‘eyes to the
developments -of ‘the: past ‘weeks’

-and -months. .When-.thinking of

personnel . needs .and :relation-
ships, facts .as ‘they -vonfront us
. ‘must be.taken to account and our
-best efforts aimed at straightening
out current faulty economic
thinking. Otherwise there will be
much truth in the little poem:
-“Blessings. on - thee- little man
. Barefoot boy with cheek of tan,
rudging  down- the dusty lane
Without a thought of care
or pain.
You're our best and only bet
To pay off the national debt.
Have your fun now ‘while
you can,
Soon you may be a
barefoot man.”

Financing the Expansion

If you have followed me thus
far you have beheld the magnifi-
cent power plant rising against
the skyline and envisioned the fur-
ther magnificence and efficiency
in the still greater plant on the
drawing board in the engineering
~ department. About this time it
may be well to stroll across the
hall and see what the executive
responsible for. financing has on
his mind. The pattern of financing
new plant requirements is quite
well established and I will not
take time to discuss it, other than
to point-out that borrowings are
providing up to 60% of capital
‘requirements with stock sales and

retained earnings, classified as

equity money, furnishing the re-
mainder. Looking back it is for-
tunate that refunding operations
which began some ten years ago
were covered in a time of low-
cost long-term funds. When we
g0 to the market now it is for
new money which must come
from current savings.rather than
reinvestment of . funds derived
from repayment of earlier obliga-~
tions. This fact plus the enormous
capital requirements for indus-
trial plant expansion outside our
industry has resulted in a normal,
and I believe healthy, increase
in the cost of money. Ample
funds ‘are still available if the
‘borrower meets the market price.
One of the ‘greatest tributes paid
to our industry is the evidence of
faith on the part-of institutional
investors in us and in the private
“enterprise system. ‘This is even
more pronounced .in. the market
‘absorption - of . ‘large :amounts of
equity  -securities. ~Just “here I
would like to quote from that
source of wisdom -called upon in
many a utility man’s speech of
the past few years. In an address
before the National Conference of
Electric and Gas Utility Accoun-
tants in April, Mr. Charles E.
Oakes said:

“In 1951 the gross proceeds
from the sale of new common and
preferred stocks for all corpora-
tions totalled $2.1 billion, of which
the electric, gas, and water utili-
ties accounted for 35%. This is
competition for the investor’s dol-
lar with a vengeance—competition
which we may expect fo prevail
for some years ahead. Note that
the utility industry with a gross
of only one-thirtieth of all in-
dustry must provide funds for
constructing one-sixth of all plant,
and to do so must call on equity
investors for one-third of av=il-
able eauitv funds each year. This
is competition compounded.”

Adequate Rates

It is all very well to talk about
investor confidence but we must
not overlook the indisputable
fact that continued confidence
must rest on a solid foundation
of performance and earnings. The
engineering feats of our utility
and manufacturing - companies,
‘coupled - with -low cost of . capital
funds, have combined to make the
price performance of electric
service. phenomenal. “The almost
unbroken record-of  rate decreases
‘continued;: even though in a di-

minishing degree, until the past
“two or three years. Since 'then
the very nature of our rate struc-.
tures has maintained a decline .in
the average cost per kilowatthour. *
Now we can see no new. factors
which by reducing ‘overall costs
will offset the upward pressure of
inflation and taxes. This leaves
but one avenue open and that is
to increase rates so as to produce
a return which will attract the.
new money for the expansion
program. I am suggesting nothing
new. Already some 265 rate in-
creases have been granted and 55
or 60 additional applications are
pending. Yet with all, the average

.price for power is still less than

it was in 1940. While we believe
in local regulation of rates fully
to protect the public interest,
we must face the fact that.the
processes of regulation often place
changes in rates, be they increases
or decreases, out of step with un-
regulated prices. Such a condi-
tion to a measure prevails today
when the steep uptrend in the
wholesale prices is levelling off
at the time when the utilities
must seek their increases. The
resistance to the increases in the
electric rate schedules stems more
from a feeling against the fact
of the increase than its monetary
effect. In 1951 electricity repre-
sented but one and one-eighth
cents out of the dollar value of
goods and services produced and
but seven-eighths of a cent per
dollar of personal income,

Attention to Sales

Coupled with the consideration
of rates is the need for intensified
sales efforts. For the past few
years our major problem has been
to add capacity in all of our facili-
ties to meet the growing needs of
our customers, At the same time,
.it was obvious that stepped-up
selling was essential, to enable
the most efficient and profitable
use of the new equipment, which,
at today’s high prices, represents
such a large proportion of electric
company investment. It was rec-
ognized that without determined
and carefully planned sales cam-
paigns, difficulty would be. ex-
perienced in maintaining the
earnings necessary to attract the
capital required ‘for continuing
expansion.: The police  action in
Korea confused the picture, with
.production for defense creating
new requirements of a high order
of magnitude -so. that since the -
beginning of 1951 serious con-’
sideration has been given to ‘cur-;
tailment of even such sales ef-:
forts as were being practiced.

We are now confronted with a
somewhat unusual situation in
that civilian consumer purchasing
is declining while savings are
increasing. Certainly all consumer
wants have not been filled and
it would appear that the reason
must be a hold-back on the part
of people to buy the things they
would like to have even though
they have the money in the bank
to satisfy that desire. Credit con-
trols have been a factor but they
are now being released. I suggest
case study of this situation by
each company in its own locality
to the end that the almost for-
gotten techniques of salesmanship
be taken out of mothballs and
more liberal appropriations of time
and money be made for the sales
department, including more funds
for advertising. The fact that
many of our companies have dis-
continued direct merchandising
does not. mean that company sales
efforts are not as important as
they ever were.

Farm electrification is far be-
hind the progress made in the
industrial plant and now is the
time to sell the farmer on the
basis of electrification for his own
-profit. The rapid progress. which
has been made in taking electric-
.ity to the farm through the com-
bined efforts of the utility com-
panies and the rural ‘cooperatives
has enlarged this opportunity un-

farms . in America. Based on Insti-
tute data as of the end of last year
electricity was used or available
to more than 4,650,000 farms,
229,000 of which were. added
during 1951, Our agricultural
colleges are coming up with
constructive results and plans for
streamlining farm operations
adapting production line methods
to farm processes, I strongly urge
power companies to reactivate:
the cooperative groups of farmers,
agricultural colleges, county
agents and manufacturers, follow-
ing the pattern of 25 years ago
when the Committees on Relations
of Electricity to Agriculture added
great impetus to and obtained
magnificent results in farm elec-
trification. The opportunities to-
day are greater than at anytime
in the past.

Stream Management

Closely aligned to production
for profit on the farm is the in-
telligent development of stream
management viewed from what
should be the primary objectives
of soil conservation and stream
control. It seems to me that these
considerations should take con-
siderable precedence over naviga-
tion and complete priority over
power development. My only sug-
gestion with reference to this
broad subject is that our utility
companies are perhaps closer to
regional needs than any other
agency and through careful study
should .qualify for taking part in
local cooperative efforts aimed at
most beneficial use of our waters
and the prevention of improvident
political considerations which
may impose a heavy penalty on
future generations.

Relationship With Gevernment

The development of America
and the unique advantages it now
holds: over all the rest of the
world stems from our system of
private enterprise and the basic
theory incorporated by the found-
ing fathers in the Declaration of
Independence and the Constitu-
tion, that government should be
limited in power and exist only
by and with the consent of the

-governed. As we study this foun-
-dation of our governmental struc-

ture we cannot but believe .that
every safeguard the mortal mind

‘of man could conceive was writ-

ten into those basic documents to
protect -against a government by
man and -usurpation of power by
a central government. In recent.
years keen minds have searched
for crevices in that structure and
interpretive openings. through
which new powers might be col-
lected and exercised to the detri-
ment of local authority and. .in-
dividual rights. Some of these
attempts have been turned back
but all too many have prevailed.

As a result of some faults and

failings in our business procedures
which have been exploited out of
all proportion by those ambitious
for the seizure of power, we have
reached a point of real danger.
The lack of unity among the
various segments of business and
for that matter within different
parts of our own industry have
weakened the defense which
should have been made against
these changes in our basic form of
government. Can we now face the
facts with courage?

In our industrial undertakings
two elements are common to all.

These are energy and labor, A Mally stated its basic position o

monopoly of either carries with it
control over every type and form
of industry and business. This
fact was early realized by avowed
Socialists in this country who
mapped out and published .an
overall plan for the nationaliza-
tion of the electricity supply. We
have witnessed too frequently.the
power of a labor organization,
motivated by its own selfish aims,
seriously to curtail the function-
ing of our whole industrial ma-
chine and bring the government
to heel. It is not too broad a state-

ment to say that monopolistic con-

trol by government or labor lead-
ers of either or both of these es-
sential ingredients of industrial
production ‘means the end of
human liberty. In conducting the
fight we have against the en-
croachment of the Federal Gov-
ernment in a proprietary‘capacity

in the manufacture .and sale ‘of
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‘electricity we have been fighting
for the .freedom of  all industry.
In a few short years we have seen:
the theory of incidental peower
transformed into the practice of
‘transcendental power.

By distortion of the intent of
Co