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EDITORIAL

As We See Ii

Both of the major parties have written their
platforms, chosen their candidates and in a sense
launched their 1952 campaigns. The net result
in each case is unusual, not to say anomalous. It
is hardly contrary to custom for each of them to
use many words “deploring” and “pointing with
pride.” The voter has grown accustomed to
“planks” which may be interpreted more or less
as the candidate later prefers or as the exigencies
of the campaign suggest. He will miss none of
this sort of equivocation this year. There are here
and there, at least in the Republican platform,
some paragraphs which could be the basis of
really statesmanlike stands by candidates, but by
and large the real differences between the posi-
tions of the two candidates and the two parties
must be developed during the campaign—if they
are to be revealed at all.

All this is usual, not anomalous. What is out of
the ordinary is found elsewhere. Both parties
have, for example, chosen nominees who have
not been actively identified with national politics
in the past. Both were apparently reluctant to
permit themselves to be placed in this position.
Neither is believed to be always sympathetic to
the views that large, if not controlling elements
in their party, are known to hold. One, Mr.
Stevenson, appears to have taken great pains to
keep himself as free as any one in his position

could from the burden of the sins of his party
at Washington during the past four years or
longer. The other was forced on the convention
floor to meet and defeat his party’s official or-
ganization, which has more or less controlled the

legislative policies of the party in recent years.

Continued on page 26
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DEALERS

Dollar Devaluation and
Sterling Convertibility

By MELCHIOR PALYI

Dr. Palyi, after calling attention to British plans, partic-
ularly those of former Chancellor of the Exchequer
Gaitskell, to make the pound sterling convertible, argues
against attempting to accomplish the objective by de-
valuation of the dollar. Says it would be an economic
and political crime to undertake another multi-hillion
rescue action for Britain as long as she refuses to reform
her domestic economy. Sees threat in propesal to
devalue dollar and use profits as donation to restore
convertibility to European currencies.

Britain plans to make the pound convertible in order
to save herself from national bankruptcy. To do so, she
claims to need a gold reserve of $6 billion to $10 billion,
How she expects to get that from a reluctant Congress,
is the question—discussed in the fol~
lowing.

A fresh. wind is blowing over
Western Europe, To put it more cau-
tiously: Europe is beginning to open
its monetary windows to let in the
fresh air of the free markets. The
British, in particular, realize at last
that they will never be a going con-
cern unless the currency’s convert-
ibility is reestablished. They con-
tinue to lose gold and dollars, if only
at a slow rate. This precarious posi-
tion is maintained at the price of ex-
tremely severe — 20% !—import cuts
which are bound to boomerang in
declining exports. Holding the pound
behind foreign exchange barbed
wires keeps it on the verge of depreciation, selling at a
10% to 15% discount, induces capital flight, strangulates
foreign trade, raises domestic costs, and endan®ers the

survival .of the European Payments Union as well as of
Continued on page 16
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Summer Rally Prelude
To a Bear Market

By PETER L. BERNSTEIN
Vice-President, Bernstein-Macaulay, Inc.

Market economist asserts a further important rise would
entail disregard of economic factors as well as common
sense. Maintains Republican measures, because of defla-
tionary repercussions, would in the short run constitute
bitter medicine for market. Contends bulls in their un-
realistic attitude toward deficit spending, civilian demand,
and earnings outlook, are overstating their case; hence
summer rally will prove to be a final irrational outburst.

The widely heralded “summer rally” is under way—
obviously.
But the ‘“summer rally” could well turn out to be
just that. Unless some new reassuring factor or some
very definite evidence of further in-
flation appears, a sharp step-up in
the pace of the rally could be looked
upon as an opportunity to increase
cash reserves. In view of the level
of stock prices and the outlook for
earnings, it is difficult to believe that
a further rise in the market would
have any substance,

Where Is the Market?

The market is obviously in high
ground, but of course this does not
preclude its going higher. It did go
higher in 1929. But a further im-
portant rise will require a growing
disregard of economic possibilities
and ‘‘common sense.” The point is
that the market is in relatively high ground just at the
time when it is likely to be facing economic adversities
(some of which may well be of an international charac-
ter). While the Democratic Convention chose to ignore
these difficulties the speeches at the Republican Con-
vention and the party platform pointed them up, even
if allowance is made for the excesses of campaign ora=-

Peter L. Bernstein

tory.. And the Republican “cures” for the situation

would in the short run be bitter medicine for the
Continued on page 26
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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.)

LOUIS STRICK
Security Analyst, Ralph E. Samuel
and Co., New York City
Members New York Stock Exchange

Spraguz Electric Company

The field of electronics, it is
widely agreed, provides one of the
most promising vehicles for long-
term investment. The company I
believe best
situatedto .
participate in
the enormous
future growth
of the indus-
try is Sprague
Electric, larg-
est independ-
ent manufac-
turer of com-
ponents basic
to every elec-
tronic circuit.

Sprague
owes its
unique status
as the com-
pany providing the broadest cov-
erage in electronics to its pre-
eminent position among producers
of capacitors or fixed electric con-
densers, used in many types of
electric equipment and *coupled
with the electronic tube, the heart
of every electronic device. The
result of all this is that Sprague
will' stand to benefit materially
no matter how the future great
surges in the electronics field hap-
pen to develop.

The story of Sprague is re-
search and the key to its rapid
growth may be found in its labo-
ratories. Sprague research, which
last year involved expenditures
of $1.5 million or 4% of 1951 sales,
has, since before World War II,
been geared to the chemistry  of
components and has led in .the
development of miniature parts,
the ultimate effect of which will
be to reduce the size of a great
variety of electronic equipment,
much of whigch is now -too bulky
for a great number of otherwise
potential wuses. In this way
Sprague has not only strength-
ened its position in the field but
is making a substantial contribu-
tion to its progress as well.

The company’s research efforts
have also established it as an im-
portant factor in components other
than capacitors. Sprague is a
leading producer of specialized
resistors including a ceramic
coated copper wire unmatched. for
size, weight and temwverature
characteristics used in coils, trans-
formers, chokes and motors. It is
also actively pioneering in the
development of “printed circuits”
which are combinations of capaci-
tors, resistors and wiring “printed”
on ceramic plates. The ‘“printed
circuit,” development of which
was inspired by military needs,
has great future prospects as a
means of keeping down the size
of electronic equipment.

The company is one of those
licensed by Western Electric to
produce the transistor which
someday may replace the elec-
tronic tube in many of its present
uses. Sprague may be in a posi-
tion to gain the inside track on
transistor development since the
device is primarily a product of
chemical rather than electronic
engineering. In this sense Sprague
is probably better equipped to
develop the transistor than are
many of the major tube manu-
facturers. In any event, the pri

Louis Strick

cipal advantage of the transistor .

is its small size. It will; therefore,
serve to broaden the field for

~ corded in

small components and make
Sprague’s position in this area
more important than ever.

Sprague’s sales and earnings in
a sharply upward cyclical growth
trend have gone from $7.3 million
in 1942 to $38.5 million in 1951
with temporary peaks registered
in the war years and in 1950 when
sharp expansion in the television
industry reacted favorably on
sales. Defense business helped
sales establish a new record in
1951. Peak earnings were re-
1950, $6.84 a ‘share
against $5.44 in 1951,  Pretax
earnings of $17 per share in 1951
were heavily penalized by taxes
at the rate of 68.2%, close to the
maximum overall corporate
bracket.

Sales and earnings will con-
tinue dependent upon ' develop-
ments in the television and mili-
tary spheres for the next few
years. The former is by far the
most important tactor, nowever,
since substantial run-off of mili-
tary orders, if it occurred, would
have only a modest effect on
Sprague earnings, owing to the
company’s high ‘tax bill. To illus-
trate, full loss of all military busi-
ness in 1953, assuming retention
of the present level of civilian

i

'Y This Ween’s .
Forum ‘Participai«s and
Their-Selections

Sprague Electric Company—Louis
Strick, Security Analyst, Ralph
E. Samuel & Co., New York
City. (Page 2)

Republic. of Chile Bonds — Max
Winkler, Partner, Bernard,
Winkler & Co., N. Y. C. (Page 2)

activity and existing tax rates
would result in an earnings loss
of only about $1 per share. This
analysis does not take into account
the probability that full loss -of
military business would signal the
end of the defense effort and the
lowering of corporate tax rates.
Nor does it take account of the
current pickup in television sales
and the important upsurge in

production expected for 1953 and -

1954 following the construction of
UHF and VHF stations. On this
basis, presumably nothing- would
stimulate Sprague earnings more
than the loss of a substantial por-
tion of defense business, provided
that loss was accompanied by a
reduction in corporate taxes and
a pickup in television sales.

For all of 1952 earnings will
probably amount to about $6 per
share and dividends are likely to
continue -at 50 cents quarterly.
There is 'a possibility of a stock
dividend later this year or in 1953.
Summing up, long-term prospects
are exceptionally promising sine~
the company is ideally. situated
to participate fully .in the future

Continued on page 10
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Members New York Stock Exchange

Republic of Chile Bonds

Taking into account price and
yield as well as general invest-
ment quality, Chilean bonds ap-
pear relatively more attractive
than those ot
other South
American
countries and
political sub-
divisions.

Chile’s first
foreign loan
was contracted
in 1822, and
went into de-
fault four
years later. In
1840, the ar-
rears were
added to the
principal and:
service was
resumed. For almost a century
(184U-1v31) were was N0 Q€ldusc
in the payment of interest, al-
though sinking fund payments
were suspended during the  so-
called War of the Pacific (1879-
1883). Following the collapse of
the securities and commodities
markets in the late ’20s, Chile

stopped payments, resuming them
in 1935. The service is now being
met according to the .Plan of De-
cember 7, 1948, :

Dr. Max Winkler

Production of Nitrate (tons)
Production of Iedine (kilos.).
Production of Coal (tons)
Production of Copper (tons)
Production of Iron (tons)
Production of Silver (kilos.).
Production of Gold (kilos)
Index of Mineral Qutput*
Index of Industrial Output*
Index of Corporation Shares*
Value of peso (in cents)
Exportsy*

Imports}

Total Tradet

Favorable Balancet

*1936-37-38=100.

Salient : statistics pertaining to
Chile’s economic status are pre-
sented hereunder.

With a balance of trade for
1951, favorable to Chile, in the
amount of $93,100,000, the status
of Chile’s dollar debt may be
viewed with satisfaction. In other
words, ‘the Southern Republic
should experience little, if any
difficulty in a1neeting the service

on her contractual commitments_

according to ‘the terms contained
in the Plan of Readjustment
which called for rather important
concessions on the part of cred-
itors. X

Chilean bonds are selling- at
about 37. Interest is being paid
at 2% % per annum through 1953,
The yield is in excess of 6.75%.
Beginning with 1954, the rate is
advanced to 3%, and a sinking
fund of 1% will become. effective.
The 3% rate will continue to ma-
turity (Dez. 31, 1993). Thus, for
the next 411% years, ‘the rate of
interest will average slightly
more than 2.98%. Using this rate,
the current yield will be 8.05%
and the income to maturity, in ex-

cess 0f:9% %. Bonds may be ex-

pected to .reflect, slowly but
g;urgely, the approaching increase
in interest payments and the use
of sinking fund provisions.

1951
1,684,407
1,298,482
2,211,295

379,707
3,174,338
30,599
5,401
1134
211.0
202.6

1.17
371,300,000
328,200,000
699,500,000
43,100,000

1950
1,614,146
542,895
1,988,938
362,757
2,953,233
23,227
5,915
106.8
201.8
138.6
111
283,300,000
247,300,000
530,500,000
35,900,000

tIn U. S. Dollars.

Source for the above: -Boletin Mensual No. 288, Banco Central de Chile.
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Arbitrage in the
Corporate Bond Market

By MORTIMER J. GARTMAN*

Partner, Josephthal & Co.
Members, New York Stock Exchange

Mr. Gartman defires “arbitrage” as used in securities trading,
and the various segments of its field of operations. Describes
- arbitrage operations in rights and in conversion privileges of
convertible bonds. Gives leading examples in arbitrage and the
mathematical operations. Discusses arbitrage transactions in
reorganizations and concludes, effect of arbitrage on corporate
bond market is nil, when security prices are low, but has some
significance, when prices are high.

I am going to attempt to dem-
onstrate the effects of arbitrage
on the price of corporate bonds.

The meaning of the word “arbi-

trage” is fair-

Jy simple. The
. least compli-

cated opera-

tion is the

purchase of a

securityin

one geograph-
ical area and
the simultane-
ous sale of the
same security
in another
geographical
area. This op-
eration is
only  possible
when there is

a price disparity existing between

the two existing market places.

The other form of arbitrage is
the sale of a security and the pur-
chase of an entirely different se-
curity which is exchangeable or is
expected to be exchangeable, or
at sometime in the future will be
exchangeable for the security sold.

The arbitrage field can be di-

" vided roughly into three types of
situations; nainely arbitrage as to
geographical area; secondly, in
the field of convertible bonds, that
is, bonds that are convertible at
the option of the holder into an-
other type of security; and thirdly
bonds which are related to re-
organization plans.

The first operation as to geo-
graphical area is largely aca-
demic when applied to corporate
bonds. In this country, the main

11

M. J. Gartman

center of the bond market is New .

. York City.and even though bonds
might be issued by California or
Illinois corporatlons, the market

~most of the time is in thxs local-
ity.

In the past, there has been ar--
bitraging, however, in foreign is--
sues. England, France Germany,’

“and Ttaly have had private corpo-,
rations that sold bonds in this.

country. and they have found a

market-here as well as in the local-

geographical area in which the
corporation was located.

However, since the middle ’30s,-
this type of arbitrage has pretty:
well disappeared due to the lack.
of ' trading interest and foreign:

exchange problems have largely

“*An address by Mr. Gartman before the

Second Annual Forum on “The Economics
of the American Securities ‘Business,”
sponsored by the Association of Stock
Exchange Firms, Investment Bankers
Association 'of America, National Asso-
ciation of Securities Dealers, the N. Y.
Stock Exchange and the Curb Exchange,
at New York University, New Yerk, July
21, 1952,

eliminated the' purchase of these -
foreign corporate bonds in this :
country and the sale in foreign
countries, and vice versa.

The Convertible Bond

The second broad ecategory is"
the convertible bond. A convert-"
ible bond is different as to in-
denture provisions from the or-
dinary bond in so far- as- it ‘is
usually not secured by any mort-
gage but is.a general obligation -
of the corporation, and is ex-
changeable for another security,
usually the common stock of the
corporation, at a set ratio of ex-
change, either into so many
shares per thousand dollar bond
or into the stock at a specified
price.

These convertible bonds are
sold in two ways; either by sub-
scrlptlon rights that are usually
given to the stockholders to sub-
scribe to these bonds; or directly
by the corporation via underwrit-
ing groups to new investors.

In first category, bonds issued
via rights is a fairly complicated
operation, because the corpora-
tion does not know how many
bonds of the total issue will be
subscribed to by the right-hold-
ers. It usually calls in an under-
writer, who enters into a stand-
by agreement to take up any
bonds not subscribed for via the
r?ght issue.

The Arbitrage Procedure

The arbitage operation is rough-
ly as follows: The stockholder who
receives the rights and subscribes
to the bonds has no effect on the
market price of the bonds. How-
ever, the stockholder who re-

ceives the rights and wishes .to .

dispose of them can sell them usu-

-ally ‘'on the New York Stock Ex- .

change or elsewhere. The .pur-
chasers are either those who wish -
to: subscribe and retain the new
bonds or arbitragers who - find
buyers for the new  issue. The
right’s value naturally depends.
upon the amount of premium the
new bonds command over and-
above the issue price.

Underwriters may -also enter-
into  a stabilization operation’
wherein they purchase rights in
the open market and “lay off”
bonds through a selling group and
to retail clients.

The convertible bonds are
usually traded on a “when, as”
and “if” issued basis, which sim-
ply means that the bonds are not
in existence at the time the trans-
action is made, but are issued

Continued on page 20-
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Vanadium Corporation

Logically, the place to start is
with the uranium ore itself. Who
digs it and do they do it profit-
ably? Well, a leading company
here is Vanadium Corp. which
mines and makes ferro-alloys to
render steel and other metals
stronger and less corrosive. Va-
nadium has important uranium
mines in Colorado and Utah, with

p . 5 an ore mill at Durango, Colorado.
Down through the ages, man tured as sort of synthetic, but like 1t mining claims have recently

has constantly sought ever more U235, fissionable. been enlarged, and substantially
compact and powerful energy  Just to give you a rough idea increased extraction of uranium
units. The thousands in man- aphout costs, the Oak Ridge, Ten-, ore seems reasonable. Company
power it took pessee uranium plant cost over has 436,276 shares of common
to build the 700 million; the Hanford, Wash- listed on the N. Y. Stock Exchange
pyramids ington, plutonium plant, about and selling at 38%. 1951 dividend
could be re- 550 million; and, to date, the of $2.10 was less than 50% of net
placed today Atomic Energy Commission has earnings. Get the facts about Va-
by a fewdiesel Jaid out over $7 billion. nadium and you may decide that
powered bull- 14 o0 oquetion capacity for ore-bearing dividends will pro-
dozers, cranes’ oo 40 major plants, was de- vide the nucleus of a good invest-
and conveyors; signed to create the makin’s of ment.

ﬁnr?(a’? the atomic weapons; and quite prop- Foote Mineral

s o oy €rly the actual process of conver- Al the materials used in an
car 1s a molor ion to military use is ‘a super ,iom plant have to possess un-
fron p(l):ec}:urzf top-level secret. But the knowl- ygya) resistance to frightful heat,
AT d to two gide and release of such an in- and explosive bombarament.That’
hundred tas of eac);.time use almost too e Ia comipanI); d~l P too e
horses; and titsan?c {)o comprehend. Manufac- Mmiral_iomle.fr;p. t.igs -?lu r:rl;g
since Los turing, transportation .and all the earihg M ;‘h_lun;, tl cns (r)ni
Alamos, the ultimate in compact gad ets of our daily life may be glrcomu;n. - 1ts) ashi bmg‘ nEurél,
irresistible energy has emerged— onegda  leitle. Tor esample is g vita ‘metl OFg y .Fo. t‘
the smallest unit of matter, the right n}:)’w Sour im.pressive teams’ for use in a orr}ll. gi‘naces. ote
tiny atom, which in a flick of its (57" potroit” Edison and Dow -DPears to be a highly Progreeve
midget eye, can crumble a dozen : i g company, Increasing sales Irom

Chemical, (2) Pacific Gas and pelow $2 million in 1946 to over

ey s and have enough wal- giectric and the Bechtel Group, gg million in 1951, with net, after

pire State Building or two.

How does it get its punch? Why
does it take so much dough to
release it? Well, all the atom
really is, is a “combo” of three
little electrical particles—a pro-
ton, which accentuates the posi-
tive, the electron, electrically neg-
ative, and the neutron which as
it sounds, is strictly neutral-—all
held together by a coiled hunk of
concealed power, called a nucleus.

Atomic Securities

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

The international security afforded to us by the atom, in bomb
form, is well understood, even by malicious Muscovites;
today, however, we shall discuss peace-time nuclear uses,
presenting horizons of growth for selected atomic securities.

wa U. Cobleigh

(St. Louis), and (4) Common- g¢,me period. Over the counter,
wealth Edison and Public Service pgote Mineral common (259,526

of Northern Illinois, all are striv- g, tstanding) sells around 46. You
ing to utilize “breeder” reactors ,ght¢ to look this one up.

for economical production of elec- .

tric power—the reactor to replace General Dynamics Corp.

the steam generating boiler. And  1Ip the field of atomic propulsion,
you are surely familiar with the General Dynamics Corp. (former-
current programs to make ships ]y Electric Boat Co.) is a pioneer,
and aircraft atom-powered. It having been awarded the first
looks like a ye‘ar-round open sea- contract to build a nuclear pow-

i : itting son for fission! ered submarine. Imagine the stra-
'trhhefemrlﬂggisngoﬁlsd 332 bt?ui;ntéss To switch from power, there’s tegic value of a *sub” that could
if some scientific genius had not a fascinating nuclear by-product travel a year without refueling,
learned that it could be bom- With a' funny sounding name— and cruise f9r weeks under water
barded by neutrons.’ This bomb- radioisotope. Oak Ridge will turn —well, that’s the atom job; and
F~~7ment releases the pent-up ©Out 8,000 or so of these this year. by the time General Dynamics
(nrgy of the little old nucleus, These aren’t as formidable as they has built one, it should know
¢~ starts to split it up. When the sound, being merely standard enough about nuclear maritime
atom happens to be a uranium chemicals like carbon, sulphur or motive power to be the leader in
one, this splitting assumes an ex- iodine, laced with radio-activity. the field. Well managed, with
plosive pace, and generates fab- Hundreds of hospitals buy these an order backlog of $330 million,
ulous heat when it takes place in isotopes for medical treatments, GDY common at 32 (paying $2)
an atomic “furnace” or “pile.”  especially of cancer. In industry, does not appear inflated, in close

. ! these radio-active elements test to a bellicose economy.

All this sounds simple enough, he effectiveness of lubricating
but actually it’s highly compli- 4jls the thickness of metal or
cated and expensive, for two rea- piastic sheets, and the resistance
sons. First, t_he' atom that does gll of machinery to wear.
this fancy fission is of a special yige fields of chemistry, biology, up in favor of Abbott Labora-
kind—it’s made of uranium, the physics and medicine, these iso- tories. Right on the spot at Oak
heaviest element in nature, and {;nes are finding a myriad of new Ridge with a new isotope pro-
‘(’33’1 t:in%zglg‘;la;ogr%]il:}ﬂ’ gxzezg' uses. duction l’}aboratory, Abbott is the

K 3 %  So as we rest in some serenity only pharmaceutical enterprise
235 nuclear pall:t“?les) IS%SO%SUIF' because of our known large, but receiving radio-active products
able for splitting. e DbasiC | hstated quantity of atom bombs from the government -atom plant

uranium ore is rare and remote, £ p ¢ 3
Fbasr) s or national defense, and contem- and supplying them to hospitals.

found today principally in New : o Adding medical isotopes to Ab-

Mexico, Arizona, Utah and in plate the wide peacetime boons to bot's Tmpressive. yromuetlon. fn

South Africa and Canada. Sec- mankind to be derived from mem- sulfas, anti-biotics, hormones and
endly, after the ore has been de- pers of the fission family, our yitamins, you sketch out a rounded

Jlivered, complicated chemical thou i i = 3 -
L ghts drift further to the in- and forwgird looking pharmaceu
processei 1 cosily. jant S vestment opportunities which this tical outfit with common stock at

take place until Uranium 235 is ! el 4 .
isolated, or plutonium manufac- amazing atom may be generating. &e:éﬁg‘itsg%t.ure' Listed on NYSE;

Tracerlab, Inc.

Abbott Laboratories

For representation in the radio-
In the active drug field, you might wind

up entirely on nuclear fission by-
products is . probably Tracerlab,
Inc., which expanded: sales from
$179 thousand in 1947, to $3.2
million in 1951, and in the past
year absorbed Kelley-Koett Mfg.
Co., long-time manufacturer of
X-ray apparatus. Tracerlab makes
instruments to detect, measure
and utilize radio-activity; and it

Atomic Energy Companies

Our Special Study of the atomic energy program,
discussing its potentially far-reaching effects.on
our economy, and listing 55 companies identi-
fied with this field, is available upon request.

HAYDEN, STONE & Co.

Established 1892
Members Principal:-Exchanges ;
25 Broad Street, New York 4; DIghy 4-6700 | ||
575 Madigon -Avenue, New.York:22; PLaza 9-7887 -~

- resale, For home defense, it makes
Geiger .counters- and monitors to
detect radio-active contamination
of water.: A smart group of young

(3) Monsanto and Union Electric t;yeq  increasing tenfold in the §

The first enterprise to be built

also processes radioisotopes for

" New York Boston . Portland Spring_fie]i
Worcester - - - - . ;.Albanyr ». . Paris

pitized for FRASER
/lfraser.stlouisfed.org/

Tracerlab,.although- unimpressive :
earnings-wise ‘up ' t0 - now,- offers:
a lot of speculative-atomic glamor. |
_Over.-the ‘counter - common- sells;

around 113. The current prospec-
tus is “must” reading.

Other Companies

It would be idle to suggest that
this minute monograph covers at
all, the field of atomie securities.
Some interesting companies have
been outlined. You can line up
with the big companies like Gen-
eral Electric or DuPont, or Union
Carbon, which have been running
government atomic plants; or you
can strive for more direct repre-
sentation in potential nucleonic
earnings, by becoming a share-
holder in some of the companies
I've listed. You might also find
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of interest Lindsay Light & Chem-
ical Co., Consolidated Engineering
Co., or perhaps Vitro Manufac-
turing.

To those romantically inclined,
atomic securities may prove allur-
ing; but surely they assay high in
speculation right now. Some day
this mighty atom, the most ex-~
pensive and expansive force yet
released by man, may revolu-
tionize our way of life, as well
as our investment lists, but mean-
while, a cautious, inquiring, and
research-type approach is sug-
gested. Anything which can ex-
pand too much or too fast can
also blow up!

Dividend Payments by New York
Banks in First Half of 1952

By ROBERT S. BURNS

A. M. Kidder & Company
Members, New York Stock Exchange

Mr. Burns points out that payments to shareholders of local
banks totaled $44,236,000 in first half of current year and, on

basis of current dividend rates,

payments for full year will ap-

proximate $93 million or about 3.809 on banks’ capital funds.

During the first six months of
this year, the 300,000-odd share-
holders of the stocks of the mem-
ber banks of the New York
Clearing
House Asso-
ciation re-
ceived or had
declared to
their shares,
cash divi-
dends in the
aggregate of
$44,236,000, as
compared
with the
amount of
$43,450,000 in
the corre-
ponding pe-
riod one year
ago. Ten years
ago for six
months the same banks declared
or paid their stockholders the sum
of only $31,335,000, and in the
very poorest depression year, 1934,
they paid out $77,200,000. None
failed to pay a dividend in any
year during the depression. (J. P.
Morgan & Co. Incorporated was
not incorporated as a bank until
1940, and is, therefore, not in-
cluded in the earlier years’ fig-
ures.)

Of the $44,236,000 mentioned
above, the three largest banks in
the Clearing House, namely Na-
tional City, Chase National
Bank, and Guaranty Trust, paid or
declared a total of $19,620,000, or
about 44%.of the total. National
City Bank alone paid $7,200,000,
or about 16% of the total. (City-
Farmers included.)

Cash dividend rates in effect at
this time indicate that these banks
. will pay in calendar 1952 approxi-
mately $93,000,000 in cash divi-
dends, or at the rate of about
3.80% on their total capital funds.
This is about the same dollar
-amount paid in calendar 1951.

The total share capital of these
banks is $700,000,000, consisting
of 35,835,750 shares. Their total
capital funds on June 30, 1952
were $2,431,300,000 and. their net
time and demand deposits aggre-
_gated $25,612,000,000, on July 17,
1952. Book values average $67.80;
dividends, $2.60 per share. (One
year ago deposits totaled $23,362,-
1 300,000 and capital funds were
:$2,366,427,000.)

All these banks have impressive
:records of uninterrupted dividend
ipayments, averaging over 74 years.

Robert S. Burns

; eight over.75 years and 11 over 50°
:years duration. Bank of New York

engineers are at work here, and' has-paid for 167 years; Chemical.

Bank & Trust has never reduced

its rate-in 125 years.. The Morgan |-

Bank . paid . its: first dividend' in-
July of 1941. Average age of these .
banks - is- 87 years. - The oldest" is .

Four are over the Century mark,.

168; youngest, 13. Eight are over
100 years old. Total exceeds 1,600
years.

W Pollock Elects
Lussey Vice-Pres.

Wm. E. Pollock & Co., Inc., 20
Pine Street, New York City, an-
nounced that Harry W. Lussey has
been elected Assistant Vice-Presi-
dent of the firm.

E. A. Tyson Joins
Eppler, Guerin Go.

DALLAS, Tex.— The appoint-
ment of Earl A. Tyson as Manager
of the Cashier’s Department of
Eppler, Guerin & Turner, Reserve
Loan Life Building, was an-
nounced in Dallas by John W.
Turner, President.

Mr. Tyson for the last six years
has been associated with Rauscher,
Pierce & Co.

In World War II, Mr. Tyson
served for three and one-half
years in the Air Corps. He was
separated from the service in the
grade of Sergeant. A native
Texan, he attended S.M.U. and
North Texas State Teachers
College.

Mr. Tyson is a member of the
Dallas Bond Club and of the Na-
tional Security Traders Associa-
tion.

WE PURCHASE

Seceviclios

all or the majority shares
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_ HARRY & MyroN KuniN:

PRIVATE INVESTORS
~ 403 W. 8th St. LOS ANGELES

For Banks, Brokers & lnvcstoré

FOREIGN SECURITIES
& EXCHANGE

*_THOMAS D. JENKINS

Broker -

I" 508 Madison Ave;, N. Y, 22 .
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. Despite progress the past week in some lines of industrial
activity, the shrinking supply of steel in others resulted in cur-
tailed operating schedules. The net result was that total indus-
trial operations for the country as a whole continued below the
level of last year and were about 10% short of the all-time high
attained during World War IL

Lay-offs due to the steel dispute continued to mount and more
than a million were away from their jobs as a consequence of
the hiatus in steel production. In the latest week for which data
was available (the period ended July 5), new claims for unem-
ployment insurance benefits rose 60% and were 27% higher than
a year before.

Steel ingot.production last week inched up slightly for the
fourth consecutive week to 15.3% of capacity as plants already
settled with the union continued operations.

Settlement of the steel strike on Thursday of the previous
week has touched off one of the wildest scrambles for steel in
history, acording to “The Iron Age,” national metalworking
weekly. Consumers are exerting almost unbelievable pressure on
all possible sources in efforts to keep plants going, or get them
started again.

Conversion, foreign and gray market steel sources are being
canvassed for all they are worth, and the chances of getting
much help from them are remote.

Steel sales officials contacled by “The Iron Age” believe
consumers are going to have a rough time placing new orders
for the rest of the year.

A special steel task force has been called to help controls
officials with the herculean task of repairing the Controlled Ma-
terials Plan. Problem is how to discount the loss of 19 million
ingot tons of steel that had already been divided among steel
users. A good many consumers are bound to come out with
smaller pieces of the steel pie, this trade authority points out.

Severalresponsible sources told “The Iron Age” that mills at
present have enough CMP orders on hand to take up almost
all their production for the rest of the year. This means that
CMP will be badly tangled for several months—even if fourth
quarter allocations are severely reduced, as now seems likely.

Before the strike the military take, including B-product
components, was about 20% of steel production. For the next
few weeks the addition of special directives may cause their share
of output to be nearly double, All this adds up to a tight steel
market for at least 6 nyonths and it might last until the second
quarter of next year, continues this trade magazine. . g

The steel conversion market, which had withered on the vine,
is now in full bloom again. Final cost may be 50% more than
regular mill price. Judging from costly agreements made so far,
nothing is being turned down. Conversion will boom for at least
the next 6 months. These higher costs to consumers will be on
top of the authorized increase of $5.20 per ton for mill suppliers,
states this trade weekly. )

Steel producers are struggling to get their facilities back
into production as quickly as possible. Some furnaces will have to
be rebuilt because of damage resulting from cooling and heating.
It will probably take 2 weeks to again reach a high operating rate,
concludes “The Iron Age.”

The auto industry, last weék was operating at only 10% of
its capacity, an official of the National Production Authority
declared, adding it would take from three to six weeks for all
companies to get back to their normal output. He estimated the
steel strike had cost the nation almost 500,000 automobiles.

“Ward’s Automotive Reports,” a trade authority, released
estimates of auto production losses which corresponded closely
with the NPA aide’s figures. It stated total losses “would swell”
to about 400,000 cars and about 120,000 trucks because the industry
faces three weeks or more curtailed production as the steel mills
get back into full swing.

Last week auto output rose about 29% “Ward’s” said. The
main reason for the rise was the return to production of all 15
Ford division plants. These same plants will be closed this week,
however. In the like week last year 94,075 autos were assembled,
“Ward’s” said. Before the effects of the steel strike set in last
month, the auto firms had been producing at a rate of more than
90,000 cars weekly, the agency stated.

, Steel Qutput in Post-Strike Week Scheduled
at 45.4% of Capacity " e

The steel strike was settled (on Thursday of last week) sﬁb-
stantially on the basis of the companies’ offer made some time be-

Continued on page 28
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The 1952
Crop Outlook

By ROGER W. BABSON

Predicting another good year for
farmers, Mr. Babson says it
gives sales opportunities for
other industries in farming areas.
Sees signs of billion-bushel-plus
wheat crop and a bumper corn
crop, but holds cotton crops
likely to fall short of 1951,

Mother Nature surely smiles on
the Democrats by giving the U. S.
good crops for 1952, This total
crop production now promises to
n be secord only
to the record
-of 1948. Here
are a few
highlights.

Billion-
bushel -plus
wheat crops
havebeen
almost taken
for granted in
recent years.
With the ex-
ception of
1951,they have
been the rule -
since 1943.
This year’s in-
dicated total outturn of 1,249,019,-
000 bushels is the third largest
crop of record. Despite its size,
it should not cause any trouble.
Farmers have more storage space
available this year, and can take
advantage of Government loans
if necessary.

In Mississippi, Arkansas, Louisi-
ana and Texas, as well as in Cali~
fornia, rice growers are producing
an indicated record corp of well
over 45,600,000 bags of 100 pounds
each. But I guess it will not prove
burdersome marketwise. Although
a relatively small buckwheat crop
is likely, I do not forecast a short-
age of pancakes on the American
Sunday breakfast table! The
smallest rye crop outlook in over
80 years, plus the low carryover,
may well mean considerable strin-
gency.

Bumper Corn Crop—If

Barring unfavorable weather
from now on, the nation’s 1952
corn outturn may reach the huge
figure of 3,365,089,000 bushels—the
second largest corn crop on record.
This should be good news to
livestock producers, since it points
to more favorable feeding ratios

Roger W, Babson

- this fall and winter. The barley

crop probably will be the smallest
since 1936, in contrast to an in-
dicated oats crop well above the
ten-year average. A large total
hay crop, of good quality, also is
in the cards.

Bean eaters—and they are by
no means all in Boston—will draw
on a smaller total crop of dry
edible beans this year than last.
The indicated outturn of 15,747,000
bags (100 pounds each) is down
materially from 1951 as well as
from the ten-year average pro-
duction.

The much -loved Irish potato,
which recently has been spot-
lighted because of Government
maneuvering, will be somewhat
more plentiful this year than last.
The indicated national potato out-
turn of 339,048,000 bushels is 4%
larger than the short crop of 1951,
but 18% below the 1941-1950 av-
erage. It should suffice, although
the margin may be none too wide.
I expect about an average produc-
tion of commercial truck crops,
and a slightly below-average out-
turn of deciduous fruits in 1952,

Cotton and Oilseed Prospects :
Although it is too early. to fore-1;

1

.cast as to the probable size of the

1952 U. S. cotton corp, it s, likely ||

“to fall short of the 1951 outturn

i

of 15,068,000‘runnin‘;g bales. f'base
0" "Continued on page'8
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Observations . . .

=———=—=—== By A. WILFRED MAY
Ike Versus (?) Adlai

Many of our statesmanlike contemporaries are celebrating the
prospective respectability of the coming Presidential campaign.
They are shouting their relief over the avoidance of “a savage and
decisive” contest which would have resulted from a Truman-
Taft contest, or from a “nasty” suuggle pe-
tween the Taft-Hoover-MacArthur “reaction-
aries” of the Republican party and the Humph-
rey-Lehman-Harriman “liberal” wing of the
Democrats.

The campaign will indeed be conducted on
a “high plane.” But—this involves the im-
portant question whether the voter will have
the privilege of exercising his say on the really
crucial issues of the times.

Obliteration of the issues has followed the
play of forces governing the Conventions’
choice of the candidates, along with the con-
tinuing extinction of the iwo-party system.
The Republicans, with a nominee just having
left “the .employ” of his rivals, who had
thought he was one of theirs, made their de-
cision to stand on an attitude of “enlighten-
ment” in international affairs and meeting
“modern” requirements in the domestic field of spending, sub-
sidization, and texation—with tte “me-too-ism” glamorized in
the nominee (though four years late, perhaps). The Democrats,
splintered geographically as well as ideologically, in their dire
need for a compromise candidate tarned to the individual similarly
epitomizing middle-of-the-roadisrm. Hence the electorate is largely
confined to tweedle-dum-or-twecdle-dee in lieu of the sorely-
needed Great Debate on the nation’s crucial issues of this mid-
20th century.

Our leading metropolitan nzwspaper, enthusiastically con-
gratulating the country on the nomination of Stevenson, de-
fensively volunteers to excuse its continuing endorsement of
Eisenhower on the ground of need for a change of Administration.
But President Truman’s abdication hag largely “pulled the rug”
from under the need for a change, along with the formerly juicy
corruption scandals, as a real argument and effective campaign.
issue. :

Quite astute was Mr. Stevenson’s pre-Convention shying-away
from a candidacy geared to the incumbent President’s coat-iails.
The coat-tail riding now seems to ke wholly in reverse.

All “Cousins” on Foreign Policy

With General Eisenhower inextricably tied to Truman-Ache-
son policy (the denial of which seems hopelessly complicated to
the voter), and with both nominees Stevenson and Sparkman hav-
ing served it as delegates to the United Nations, the voter who
would -seek change in our international attitudes and programs
finds himself completely frustrated.

Turning to the domestic scene, he finds the situation equally
discouraging, regarding individual questions as well as the over-
all picture. The Taft-Hartley Act, that focal point in the nation’s
crucially important labor situation, highlights this absence of real
dissension between the two nominees,” Despite the respective plat-
forms’ directly opposing statements regarding its repeal, the
General and the Governor are quite as one in their agreement
that the Act should be revised and not repealed. Mr. Stevenson,
who advocated its invocation by the President in the steel strike,
has definitely stated “I don’t think it should be repealed.” Pre-
sumably also, he is not intending to go along with the Truman
strategy of using it as whipping-post for inviting vetoes of his
politically popular demands for its repeal.

The Scrambled Civil Rights Positions

That super-nettlesome civil rights question assuredly is now
super-scrambled. While Governor Stevenson in having said “the

Continued on page 12

A.Wilfred May
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Business Leaders Voice

Confidence in Future

General optimism pervades Chicago Mt.archan-
dise Mart Gathering. New uses for plastics and
aluminum cited.

CHICAGO, Ill.— The follow-
ing estimates and forecasts of
American Business, based on ex-
perience in home furnishings in-
dustries, were presented by the
industry’s leaders during the
recent International Home Fur-
nishings Market at the Merchan-
dise Mart here,

By CHARLES WOOD
Vice-President, Associated

Merchandising Corporation,
New York City

Department Stores Should Make
Up Losses During Secornd Half
In department stores we have

a much more optimistic view on
sales for fall and the first quar-
ter of next year than we had
three months
ago. It is en-
entirely possi-
ble for the
stores to meet
last year’s fig-
ures and pos-
sibly exceed
them a little.
We are find-
ing that prices,
generally
speakin g,
are about the
same, Or very
close to pre-
Korean prices.
The big fight
that both the retailers and the
manufacturers have is to hold unit
sales. The tendency, when busi-
ness got tough last fall and early
spring, was to revert to lower
price lines, which naturally af-
fected sales volume. The trend is in
the - other direction now, and
manufacturers have done an ex-
cellent job in packing value into
present price lines, rather than
try to take out specifics and hit
lower price levels.

As to inventories in relation to
stock sales basis, they are in a
much better position today than
they were in January, and might
be considered normal,

Lnaries 5. woud

Two Rough Spots

The two rough spots really that
we recognize in home furnishings
are floor coverings and appliance
sales. We think that the most vol-
atile point in the whole market
ties in with the productive capac-
ity of some of these big manufac-
turers against the actual business
which they are getting. And when
that spread gets too wide, then
prices become vulnerable to de-
cline. The manufacturers in this
_ position are all attempting to
broaden their distribution to ob-
tain as many new outlets as they
possibly can. Conversely, the de-
partment store buyer is attempt-
ing to return to the most scientific
approach possible in merchandis-
ing in his department, which is to
have as few lines as possible in
order to obtain maximum sales.
This, of course, produces more net
profit which we are all interest-
ed in.

The buying, as was stated, is
perfectly normal as far as depart-
ment stores are concerned. The
buygrs are filling in; they are
buying fog' August sales, and they
are sampling many of the new ex-
citing things that are around the
market.

New Sales Technique
We feel that in department

stores we are entering a new era -

of merchandising technique. There
are many new methods of pre-
senting.merchandise to the public.
You have all seen the new meth-
cds. of ' presenting merchandise
w}_uch some manufacturers are
using’ here in the market. We

think that sales training is more
important than ever. And the
many new shopping habits which
the consumers are demonstiating
are causing some very major
changes in department store
thinking.

Most manufacturers are fully
aware of the consumer trend in
regard to style, design, line, color,
shape and so on. We have noticed
a great many more coordinated
stores around the market and you
have all been reporting that fact.
We feel that one of the greatest
opportunities is the color story —
the many new colors which have
made their appearance. The home
furnishings industry is well on its
way to catching up to ready-to-
wear and working the obsoles-
cence angle with the consumer.
Most manufacturers have seen the
new color trend and their mer-
chandise indicates that they have
recognized it.

Speaking for department stores,
overall, business in the whole di-
vision to date is slightly under
what it was a year ago. Most de-
partments have shown some in-
creases, but the terrible drag that
appliances and floor coverings had
with their substantial losses, the
effect of those two departments on
the division has been to pull them
under the line. There has been
some improvement in appliance
sales during the last three to four
weeks, 'particularly since the
change in the credit regulation.
We expect to make up that slight
loss in the second half of the year.

By F. A. ABBIATI

General Manager, Plastics
Division, Monsanto Chemical Co.,
Springfield, 111

Beauty — Plastics’ New Claim

To Fame ‘

Plastics have a newer ‘claim to
fame — Beauty. Beauty of color
and beauty of texture. While much
of the beauty is inherent in the
materials —
possibly only
with these
man-made
materials
evolved from
the chemists’
laboratories—
the plastics in-
dustry is the
first to admit
something has
been added by
leading furni-
ture designers, °
fabric design-
ers, color co-
ordinators,and
certainly by editors who have
all helped to give the consumer
the most beautiful plastic for a
specific use. :

Embossing and molding of vinyl
films has greatly increased the
range of textures and patterns in
plastic draperies. Extruded plas-
tics now woven on Jacquard looms
increase the patterns available in
woven plastic upholstery.

The corrugated translucent py-
lester sheets, made from glass
fibre and transparent resin,  are
finding use and will find use more
and more in the home where one
wants wall partitions that are
translucent; where you would
want a roof, let’s say, over a porch
or a terrace that would give wea-
ther protection and -still allow
sunlight to pass through.
“Melamine” decorative lami-
nates are getting into handsome
buffets, chests and tables- for liv-
ing and dining room furniture.
Melamine dishes, and a new tex-
ture in dishes that combines wood
waste and plastic resin, are in-
creasing in popularity. ‘Where ‘you

"F. A. Abbiati
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can impart to the product the
quality of beauty, anything that a
designer may conceive of and still
retain the wearing quality, the
hardness, the durability, that those

resins alone can impart to the’

product,

Limitless Variety

There is no 1limit to the variety
in - plastics, and the industry is
producing some two and a half
billion pounds of plastics this year
—three times the production in
1946, which was the first postwar
year. There’s enough to satisfy the
whims and the trends. On a volume
basis, the plasticindustry isthelarg-
est in terms of construction next
to steel and wood, because plastics
vary in specific gravity, from being
lighter than water, to only one
and a half times as heavy as water
and, actually about a third as
heavy as aluminum, or one-sixth
or one-seventh as heavy as steel.

You can find vinyl plastic floor
tile in a colorful spatter design,
in a bold plaid or a quiet mono-
tone. But you can have any par-
ticular design, again, in this floor-
ing material - that need not  be
waxed, that will wear practically
indefinitely, is not affected by
alkali, any of the household clean-
ers, not affected by oils, and not
affected by cleaning fluids, and it
does have the amazing property
of not showing wear at all.

At this show you will see Mela-
mine plastic used not only as table
tops, but as cupboard sections of
buffets, combined with beautiful
woods and again with wrought
iron for functional contemporary
furniture. That’s progress for a
material that started out as a
“Dagwood” sandwich like you've
seen made of layers of Kraft
paper impregnated with phenolic
resins, topped with a decorated
sheet impregnated with Melamine
resin and a clear Melamine treat-
ed sheet. This was all squeezed
together under heavy pressure and
heat. The plastics industry went
to all this trouble, we admit, to
provide a material that is perma-
nently protected against water,
alcohol, cigarette burns, all the
abuse of thé normal household:

That's why decorative laminates
were so widely adopted some
years ago for soda fountain and
bar tops, kitchen counter tops and
dinette tops. Actually the “looks”
of the Melamines is no more lim-
ited than a designer’s ingenuity
in creating the color and pattern
of that next to the top layers—the
decorated sheet. Today it may be
a rare wood veneer, photographic
woodgrain, brilliant color, an ab-
stract print, softest mat finish, or
as glossy as patent leather. It is
obvious that it can and is being
designed for the living room, and
Melamine laminate is right in line
with the modern, maidless home.

Our industry realizes that bet-

. ter styling is necessary-too for

vinyl films that the housewife
lpas decided is not something she
is' going to relegate to the kitchen
and the bathroom. Two things
have happened to vinyl film to
increase its style appeal for dra-
peries, for living areas—particu-
larly living-dining rooms and in
extravagant yardage for wide pic-
ture windows. One is embossing
that adds a certain depth and tex-
ture to plain colors and to prints.
The other is molding that pro-
duces a permanent matellasse or
deeply textured effect.

Another typical example of a
molded design in film is where
you get again the texturé by
changing the surface by molding,
and you can mold any particular

design into it, as well as printing, .

so you have the actual use now
of decorative surface plus the
‘molded texture.

Beautifying Upholstery

The heavier vinyls that we in
the plastics industry classify  as
vinyl sheeting are getting the
beauty treatment too for uphol-
stery; .and - some of it is getting
on .to;walls. The change from
straight film to resins forced film

to give better wearability and bet-
ter adaptation to methods of up-
holstery. Furniture manufactur-
ers are learning new methods of
upholstery which eliminates many
of the earlier troubles. Electronic
quilting, extrusion, and laminat-
ing are all involved to produce
more beauty and less housework
in this field.

Walls and floors are so closely
related to home furnishings that I
want to- cover them with plastic
too. Here again we use texture,
an entirely different texture, and
it is being used in application of
the usual wall tile—plastic wall
tile—which first appeared six or
seven years ago and it gives a
texture that is entirely different
to' what was attained by plastic
previously. These are available in
many colors—colors which are an
integral part of plastics and re-
sistant to light and will wear in-
definitely, and easily installed. So
easy that many of those spoiled
American girls have been able to
install it themselves while their
husbands toil at the office.

In the field of small housewares,
the industry has developed new,
tougher formulations of styrene
molding powder that gives kitchen
accessories more impact resist-
ance. There is more awareness
too of design and color. The ver-
satile polyethylene has opened up
new fields in plastics housewares.

Plastics and Appliances

Plastics have such a big stake
in the appliance industry that we
regard ourselves as partners. As
partners we are going to have to
help decide whether appliances
are over-produced or simply un-
der-designed and under-sold. The
appliance market that depends on
the formation of new families for
first sales, is in for a few years
of diminishing market due to the
low birth rate of the ’30s. Until
we begin to feel the effect of the
increased birth rate of the ’40s, all
of us. working with appliances
must compete for the replacement
dollar. This is when design will
be a big factor, That’s.a tough
assignment, but it’s the kind of

" job where plastics has done very

well. Be on the look-out for new
color and new designs made possi-
ble with plastics in appliances.
And forgive them if they too are
proud of the fact that they can be
wiped clean with a wet rag.

Plastic drapery materials ap-
parently in the last few years have
been sold on a price per pound
basis, and styling and texture apn-
parently didn’t seem to affect the
price materially. There is a change
that is coming into the industry at
this moment. You will find plastic
drapery that will be cheaver than
cotton, and you will find volastic
drapery material that will be
more expensive than cotton, which
is-as it should be. It depends on
the styling, the color and the tex-
ture. Last year there was around
200 million pounds of plastic drap-
ery material on the market. This
year there will be more.

There is a definite relationship
between the appliance industry,
the automotive industry and the
formation of new families. In the
appliance industry, you have the
factor first of new family forma-
tions, which I think average
around a half million per year,
or slightly over. The replacement
market is becoming less and less
as the manufacturers make better
and better appliances so their life
is “extended, and then the in-
creased use due to -increased
standard of living. Those are the
three factors that always influence
any of these' appliances, homes,
and so forth.

The new family formations for
the next eight or nine years is
bound to remain low because the
birth rate from the period 1932 to
1940 was abnormally low in this
country. At that time they.were
talking about the fact that our
population: had reached a static
level. We soon found out in the
40’s it had not reached the static
level. But because it did decrease
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during the years of the 30’s we are
bound to have a decreasing mar-
ket, or a lower market, based on
new family formations during the
next eight or nine years.

By V. E. FREELAND

Director of Furniture and
Department Store Sales, Electric
Appliance Division, Westinghouse

Electric Corp., Mansfield, Ohio

Appliance Business Improving

We in the appliance industry
are optimistic about the present
and future of the appliance busi-
ness. General business prospects
are gooa ana
the appliance
business is
definitely im-
proving in
most areas.

Scarce ma-
terials are no
longer a pro-
duction prob-
lem. Manu-
facturing
schedules
have been cut
to bring pro-
duction more
in line with
the current
demand. There is no rush to buy
on the part of consumers. There
are fewer shoppers and less traf-
fic in retail stores. The problem
the industry is facing is one of
promotion and selling. We are
back to a buyer's market where
a person is buying because of a
need. We are back to a market
where you have to show a person
that need.

The major appliance business is
strong in some places where re-
tailers have good promotions that
create activities. We have seen
plenty of examples lately where
planned activities pulled floor
traffic and wiped out heavy in-
ventories while straight cut-price
promotions, failed to stir any ex-
citement. Manufacturers and dis-
tributors who have given their
retail accounts a program that
keeps hitting at promotions and
activities are getting along pretty
well. Merchants who have watched
this trend will be looking for a
program of activities at the sum-
mer market.

In my company, the electric
housewares business has held up
because we have had planned ac-
tivities right through the year,
and 1 believe this same condition
prevails among other housewares
manufacturers who have offered
promotions that create activity.
During the first four months of
this year, our electric housewares
business was slightly behind 1951.
In the month of May, however,
~ur sales ran almost 20% ahead
of the same month a year ago—
and we think this rate of increase
will be true in the months just
ahead. We look forward to a
good business on electric house-
wares and bed coverings during
the rest of the year, at least 10%
better than 1951. The outlook for
the fall and winter season is
bright for those retail accounts
who set up and follow through on
a planned program of activities.

Major appliances have been sell-
ing best in the smaller towns, pro-
vincial territories. This situation
holds true because sales people
have closer contact with prospects.
When they have store activities
such as cooking schools, laundry
clinics, homemakers’ parties, and
other types of mass demonstra-,
tions they are able to pick out the
live prospects who need certain
appliances, and then go out and
see them. There is a friendlier

V. E. Freeland

“relationship between the sales-

man or dealer and the customer.
There are more night calls when
the husband and wife can be seen
together. In the metrovolitan
stores, on the other hand, sales
are either made Johnny-on-the-
spot- or the prospects walk out
and buy elsewhere. Outride calls
have been below the dignity of

Continued on page 18
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~Secrets of American Capitalism

By PHILIP

CORTNEY~*

Economist, and President Coty International, Inc.

Prominent industrialist-economist cites our great surpassing of

Western Europe’s productivity as highlighting the strength and

vital.ity of American capitalism. Asserts our exceptional eco-
Dhomic progress results from (1) abundance of individualistic,

enterprising businessmen, (b) best use of human capabilities, -
and (3) competition between businesses and particularly indi-

viduals,

Pervading these factors is. the “American. Scheme”

as. expressed in-the Declaration and the Constitution.

I" shall attempt to explain the
sources of strength and vitality of
American’ capitalism, or, if you
like, wiy the American economy
is - so ‘much ’
more produc-
tive than that
of Western
Europe.' It is
not my inten-
tion to make
either invidi-
ous compari-
sons or 1o so-
licit your.
admiration for
what has come
to - be known
as the “Amer-
ican  Miracle.”
I shall only
make an oo-
jective expose and I shall attempt
an interpretation of acts and
events which have given rise to
what we call American capitalism
so as to distinguish it from Euro-
pean capitalism. If I had to invite
your. approbation it would be
rather for the high morality of
American capitalism and particu-
larly for its leaders. Indeed their
motivations in life are -imbued
with a great dose of idealism, and
their actions are guided by a
deep-rooted consciousness of the
moral precepts of Christianity.

The responsibility of the United
States in’ the gravity of the 1929
depression is considerable, and I
have the most serious misgivings
as to the possible or probable con-
sequences of our present errors in
the field of monetary policies,
labor unions, farm price policies,
tariffs, etc. The social and political
consequences of the impact of the
evil combination of politicians and
labor unions on American capital-
ism, even if satisfactory to the
aspiration of the ‘masses, have
some very disquieting aspects. Un-

" Philip Cortney

less I am grossly mistaken, the.

future of economic liberalism in
the world will be determined in
the United States in the years to
come, ’ .

A, few figures will make it
possible for me to go right to
the heart of my subject.

The United States produces ap~
proximately 40% of the world
production of all goods and about
50% of the manufactured products.
The United States occupies about
7% of the world territory, and
both its population and its natural
resources represent about the same
percentage of the world population
and reso: rces. The production per
capita in the United States is 2.5
times larger than that in Europe.

Significantly, the- electro-me-
chanical power at the disposal of
each worker in the United States
is about eight horse-power, which
represents also 2.5 times the aver-
.age electro-mechanical power per

worker in Western Europe. In 1900°

the electro-mechanical power per
worker was about the same in
Europe 2s in the United States,
namely 3% horse-power.
We must try to understand “the
reasons which have made possible
- the use in the United States of
better and' better machines and
equipment and the considerable
increment of electrical energy at
the disposal of each worker be-

cause these are factors without
which no economic progress can
be accomplished. . )

A great number of factors in-
fluence- economic progress one
way or another. Some of these
are due to nature or-chance; others
can be ascribed  only to the will
of men. It is very possible that
exceptional. circumstances favor-
able to economic development
have existed simultaneously in the

. Urited States, and it is precisely

this simultaneity which could ex-
plain partly at least the economic

" American Miracle. Some economic

factors or favorable circumstances
which have made the American
economic progress possible ‘are
only fifty, or even only thirty
years old. However, it seems to
me that the American people
would not and could not have
taken advantage of these circum-
stances if they were not the kind
of people they are for reasons
which I shall endeavor to make
clear, '

1

Let us first sift out a few of the
most. important traits of the
American economy and we shall
afterward attempt to explain the
circumstances, some fortuitous,
some due to the will of men, which
have made possible the excep-
tional economic progress of the
United States.

(1) One of the most: striking
facts of American business life
is the existence of a considerable
number of enterprising people
with an urge to innovate, men who
have an adventurous spirit in
business. It is obvious that- only
a favorable political and social
climate can explain the existence
and procreation of such kind of
enterprising men, but in my opin-
ion therein lies one of the most
essential factors of American
economic progress.

The European productivity teams
which went to the United States
under the auspices of the Mar-
shall Plan to.learn the secrets of
American progress have made
very pertinent remarks as to the
management and organization of
production in the United States
in order to increase the produc-
tivity per man hour. It is undeni-
able that very often a considerable
increase of productivity can be
secured by a better organization
of production, that is, by the way
the existing resources are utilized,
be they machines or men. Particu~
larly the modern organization is
endeavoring to utilize as produc-
tively as possible the know-how
of each werker and to eliminate as
much as possible all superfluous
or useless movements.

However, many European in-
dustrialists and experts who have,
visited our country have made
the remark that the skillful man-
agement of American. production
and even the existence of very
up-to-date tools and equipment
cannot alone explain the excep-
tional buoyancy of the American
economy. It is true that some ad-
vantages are due to nature in
making possible a large produc-
tion per man hour, as is the case
for coal, iron ore and, I am told,
also for the cotton available to the
American cotton manufacturer.
But most of the time the American

. economic miracle has been at-

*An . address by Mr. Cortney, trans-
~lated- from the French, delivered- before
the Societe Ingenieurs Civils de France,
Paris, France, June 18.
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tributed to what we call “the
American way of life,” which
really does not explain anything.

The truth is tiat the exceptional
stride of the American economy
can be explained chiefly by the
urge to innovate, or to be more
precise, by the continual discovery
of new tools-of production and by

+.the ingenuity in finding new prod-

ucty to: be marufactured. And
this, I submit, is possible solely

' if the political and economic sys=~

tem is favorable to the. existence
or procreation.of “entrepreneurs”
who-love adventure and are will~
ing and able to take risks.

.. In his excellent  book on the
British crisis, Andre Siegfried ex-
plains why the -British industry
eventually rested on- its laurels,
and its progressive spirit died
down to mere conservatism. The
British - businessman no longer
fits into. Keynes’' description as
“the feverishly active and alert
figure of the classical economists,
who never missed a chance of
making a penny if it were humanly
possible, and who was always in
a state of stimulus up to the limit
of his capacity.” Today he  de-
liberately takes life easy, and at
times- 18 -almost “too " proud to
fight.” He seems-to be suffering
from a lack of vitality. Let us
leave these incidental remarks
as to the causes of the British
crisis.

I hear voices which draw my
attention to the fact that while
iv is true that the constant re-
placement of existing tools by
newer, up-to-date ones, as well
as the research and launching of
new products requires men who
are enterprising; it is no less true-
that it requires also abundant
savings ready to be invested. This
seems to me undeniable and it
explains why a socialistic ideology
in a political democracy leads un-
failingly to economic stagnation.

An economic liberal system can ¢

give the result expected from it
only if it breathes in a social and
political climate favorable to the
free development of responsible
and ‘self-reliant individuals and if
laws are not enacted with a com-
plete disregard of human nature.
At times inflation helped stimu-
late the capital formation in the
United States, as I shall show later,
Moreover, I wish to. state that
when people are enterprising and
energetic, and when the social and
political climate is favorable to
their development, it is rare that
they lack the necessary capital
for technological progress. To a
large extent enterprise gives rise
to its own savings due to the in-
crement of income which it makes
possible. The initial lack of capital
has not preveuted the rapid and
remarkable industrial progress of
Japan as soon as the enterprising
spirit of the Japanese was free
to give its full measure. ‘

Professor Knight of Chicago ex~
presses in the following manner
the idea which I am endeavoring
to make clear to you:

“It is common to think of the
economic process as' the produc-
tion of goods for the satisfaction
of wants. This view is deficient in
two vital respects. In the first
place, the economic process pro-
duces. wants as well as goods to
satisfy existing wants, and the
amount of social energy directed
to the former . . . is very large
and constantly growing.”

Professor Knight expresses a
fundamental of economic progress
but this would not be possible:
without the existence of men.with
a spirit of innovation, who are
neither afraid to take risks nor
afraid of the problems born out of
technological progress.

It is also worth mentioning that

the-businessman’ enjoys consider-*- DeHaven & Townsend, Crouter & Bodine

able prestige in American society.
The result is that many capable
young men are dedicating their
lives to business. In a country like
France just the opposite is true.
The businessman may have power
and influence due to his wealth
but he does not enjoy prestige.
(The bankers and manufacturers
of heavy goods like steel, autos,

fare better in this respect.) The
social esteem goes to intellectuals
and to people belonging to certain
professions or castes. The result
is that most of the capable young
men are at the beginning seeking

‘to make their lives in. careers:

other than business. The enriched
British businessmen took the habit
of sendingtheir sons mainly to
colleges where the future political.
leaders of the nation were
educated.

(2) The second important char-

acteristic of the. American. econo-
my is the conviction of the Ameri-
can businessman that mass
production requires the co-exist-
ence of mass distribution, and that
it is up to business to attend to the
development and creation of new
outlets. As a matter of fact, as 1
shall show later on, here again
special circumstances have favored
the creation of mass markets.
- It is-evident that mass produc-
tion makes possible large expen-
ditures on research and the
building of continuously improved
tools so that mass markets make
possible the lowering of unit costs
and of unit sales prices.

Besides, the continuous enlarge-~
ment of markets is due to a great
extent to the creation of new
needs. * The manufacturers use
their ingenuity to create new
needs and the retail trade exerts
itself to create and foster the de-
sire of the consumer for new-prod-
ucts ‘and for the change-of those
which are already in his posses-
sion,

But the most direct cause of the
existence of mass markets is a
third \essential characteristic of
the American economy.

(3) Many Americans and Euro- -

(383) 7

peans have made the remark that
the mass market as well as Ameri-
can economic progress are ex-
plainable mainly by a deliberate
policy of high wages and low
prices.’ The idea thus expressed
is basically true, and yet the way
it is usually presented is rather
misleading and leads people to
wrong conclusions, Many people
have come to think that high
wages are an adequate answer to
the quest for a higher standard
of living and to our economic ills.

- First and above all, high wages
are the result of the increase in
productivity made possible by
electrical energy and modern tools
put at the disposal of the workers
by the “entrepreneurs” and those
who save money. The increase of
the basic wage by Ford in 1914
from $2.00 minimum to $5.00
minimum has induced many people
to confuse effect ' with cayse. Many
people contend that Ford increased
the wages to create potential
buyers for his cars. This inter-
pretation of his policy is absurd.
Ford simply had' the sound idea
that lower prices would increase
the number of buyers and that. to
increase productivity per man
hour he had to attract excellent
workers by high wages.

The inflation of both world wars.
has completely distorted our per-
spective regarding wages. Only
inflation has made possible the
increase of money wages (not real
wages) by 50% to 100% and more
in a few years. From 1880 to 1914
wages in the United States have
increased on an average of 50%,
which means that it took 35 years
to obtain an increase in wages

Continued on page 22
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The Bank for Internalional
~ Seltlements Today

By HERBERT BRATTER

Mr. Bratter reviews developments in the Bank for International

Settlements since the Bretton Woods Conference in 1944, Says

it is now “an European institution,” functioning as Agent of

the European Payments Union. Reveals BIS wants nations

to maintain flexible monetary policies and advocates establish-
ment of an international currency system.

BASLE, Switzerland—The Bank
for' International Settlements
(BIS) in Basle was much in the
news during the Bretton Woods
Conference of
1944, when the
question
was raised
whetherit
should be
kept going
or not. How-
ever, the gov-
ernments
concerned
came to the
conclusion
that the Bank
should con-
tinue its activ-
ities. The U.S.
coreurred - in
thigi decision and, in its capacity
as executor of the financial ar-
rangements conciuded as a result
of the Bretton Woods Conference,
entéred into a special agreement
with the BIS in 1948, under which
a number of outstanding ques-
tions were settled, From the
moment when the international
standing of the Bank was re-
establisned and it .was able to go
about its regular business, the
BIS ceased to be news. It is not
surprising, therefore, that people
have wondered what it is doing.

It has not been possible, how-
ever, to give out any cut-and-
dried answer, BIS officials state.
For the function of the Bank as a
center of cooperation between
central banks is to be at the dis-
posal of its members, always
ready to serve them according to
their  requirements. The only
certdin thing was that, since those
requirements were greater than
before the war, the Bank would
be- called upon to render more
important services to the central
banks than in the past, its officials
staté. Indeed, from the moment
when' the Bank -actively resumed
its''operations—that is, from the
end’ of 1946—the scope of those
operations has steadily increased
frofi" year to year, so that the
Bank- is today considerably more
active than it was before the war.

Very soon after the cessation of
hostilities there developed a de-
mand‘. for the Bank’s services,
sometimes mainly in connection
with" gcld and exchange transac-
tions, sometimes more in connec-
tion' with the granting of credits
of various kinds. Thanks to the
realistic nature of its statutes, the
BIS"is not bound by rigid rules,
but is rather able to display a
great deal of flexibility in the
conduct of its business. And it is
ihese' advantages which have
he]pqa to open to it a field of
activities corresponding to the
varying needs of its customers—
which are almost exclusively
European central banks. It is of
interest to note that the BIS con-
fines itself to short-term trans-
actions, in that it does not 'grant
credits exceeding a limit of two
years. This being the case, it is
not in competition with the Inter-
national Bank for Reconstruction
and Development in Washington,
for that bank concentrates on
long-term lending for a minimum
period of five years, Nor does
the BIS compete with the Inter-
national Monetary Fund which,
by virtue of its statutes, has a

very clearly defined function and

Herbert M. pratvie
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cannot carry out current banking
operations,

In order to maintain a high de-
gree of liquidity, which is neces~
sary for an international institu-
gcn holding deposits of central
nanks, the BIS keeps nearly all its
'apital reserves in the form of
sold. The holding of a large stock
of gold is not in itself remunera-
tive, but it has enabled the BIS
always to be in a position to carry
cut sales and purchases of gold to
and from central banks of the
official prices. The Bank’s mar-
gins of remuneration are consid-
ared very modest, its task being
to render service to the central
banks rather than to accumulate
substantial profits. Even so, the
BIS has been able to earn net
profits averaging about 6 million
Swiss gold francs a year. The
Bank’s accounts are still kept in
Swiss gold francs, the unit of
account originally adopted. On
the basis of present quotations,
one U. S. dollar is equal to 3.05
Swiss gold francs. In 1951 the
Bank resumed the payment of a
dividend at the .modest rate of
about 2% of its capital.

An Eur"opean Institution

The BIS is today an European
institution, When the European
countries, collectively, need a fi-
nancial job done, they naturally
turn to the BIS. An outstanding
example of such recourse to the
services of  the Bank is its ap-
pointment ‘as Agent for the Euro-
pean Payments Union. -The work
that the Bank performs in its
capacity as agent is kept strictly
apart from all its own business,
so that there is no confusion of
functions, * In the 21 months be-
tween the time when the EPU
came into existence in July, 1950,
and the end of March, 1952, the
monthly settlements in gold and
dollars arranged via'the books of
the Union—one-third of which
were effected in gold bars—
reached a total equivalent to. $2.4
billion, while the BIS’s current
operations with- the central banks
total several billion dollars annu-
ally.

Under the BIS statutes, the
primary task of the. Bank is “to
promote the cooperation of cen-
tral banks.” This task is being
continually carried out, thanks not
least to the fact that the members
of the board, including the gov-
ernors of the more important
European central banks, meet in
Basle 10 times a year. This gives
them the opportunity not only to
supervise the affairs of the Bank,
but also to consult on questions
of general importance.

Once a year the Bank publishes
its annual report. This contains,
in addition to an account of the
Bank’s own business, a review of
general economic and financial
conditions, together with observa-
tions on principles of monetary
policy. Furthermore, at the spe-
cific request of the central banks
concerned, the Bank often has
undertaken special studies of the
situation of individual countries.

Advocates Flexible Monetary
Policy
The BIS has vigorously and
consistently advocated the pursuit
of a flexible -monetary policy, in=

sisting that a change in interést:

rates is as a rule an indispensable
element in'such a policy. Indeed,

Continued on page 35
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The 1952
Crop Outlook

this forecast solely on the fact
that indicated acreage now in cul-
tivation is 7% under that of a
year ago. Weather and insect:
damage between now and harvest
time could further cut yields; but
otherwise the cotton crop and the
financial returns therefrom will
be satisfactory.

Another oilseed crop also prom-
ises to be large. I refer to the
versatile soybean. But here, again,
I have nothing to go on but the
expected 4.2% indicated increase
in acreage. This could result in
topping last year’s 280,512,000
bushels — the second largest crop
on record. Although flaxseed‘and
peanut prospects are materially
under 1951, total supplies of oil-
seeds and their products will
again be sufficient.

Another Good Year for Farmers
America—the Bountiful as well

as the Beautiful —should thank .

God and her farmers for the mu-
nificence of her harvests— past,
present and currently indicated.
There has never been a real
famine in the land, and I pray
that there never will be. From
present prospects, 1952 will be
another good year for the farmers,
despite the rising trend of pro-
duction costs. Prices, for the most
part, should be well maintained,
allowing for the usual seasonal
variations. Sales opportunities in
the farming areas should continue
excellent, provided sellers stress
quality and price their goods
fairly.

Renyx, Field Adds

(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo.—Edward J.
Fikany has joined the staff of
Renyx, Field and Company, 810
East Colfax.

Waddell & Reed Add

(8pecial to THE FINANCIAL CHRONICLE)
ALBANY, Ga—VWilliam M.
Winderweedle is now connected
with Waddell & Reed, Inc.

With Standard Inv.

(Special to THE FINANCIAL CHRONICLE)
PASADENA, Calif.—Robert E.
Hambly has become affiliated with

Standard Investment Co. of Cali-

fornia, 87 South Lake Avenue,

James J. Norton Opens
(8pecial to THE FINANCIAL CHRONICLE)
SAN MARINO, Calif—James J.
Norton is engaging in the securi-
ties business from offices at 2880
Lorain Road.

With McGhee & Co.

(Special to THE FINANCIAL CHRONICLE)
CLEVELAND, Ohio—Anthon J.
Cotton has joined the staff of
McGhee & Company, 2587 East
Fifty-fifth Street,

Dealer-Broker Investment
Recommendations & Literature

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

Atomic Energy Companies—Special study of the atomic energy
program and its effects on our economy and listing 55 com-
panies identified with this field—Hayden, Stone & Co., 25
Broad Street, New York 4, N. Y.

Bank Stocks—Comparison and analysis of 17 New York City
Bank Stocks for second quarter of 1952—Laird, Bissell &
Meeds, 120 Broadway, New York 5, N. Y,

Cement_Industry—Analysis with special reference to Perma-
nente Cement—Hill Richards & Co., 621 South Spring Street,
Los Angeles 14, Calif. . Also available is a tabulation of mar-
ket action preceding presidential elections from 1888
through 1948.

Japanese Stocks—Brochure discussing stocks in the shipping,
shipbuilding and machinery, chemical, food, cement and
ceramics, iron and steel and textile industries—Nomura Se-
curities Co., Ltd., 1-1 Kabuto-cho, Nihonbashi, Chuo-ku,
Tokyo, Japan. Also available is a bulletin of quotations on
the Tokyo Exchange and an analysis of the Foreign Invest-
ment Law as Amended.

0il Industry Trends—Analysis—H. Hentz & Co., 60 Beaver
Street, New York 4, N. Y. Also available is an analysis of
Glass Fibers, Inc.

Wisconsin Corporations—Annual edition of “Financial Briefs™
on 79 leading concerns in Wisconsin—Robert W. Baird & Co.,
110 East Wisconsin Avenue, Milwaukee 1, Wis.

*® ® *

American Broadcasting Company and United Paramount Thea-
tres—Discussion of proposed merger—Stanley Heller & Co.,
30 Pine Street, New York 5, N. Y.

American Locomotive Co.—Bulletin—Paul H. Davis & Co.,
10 South La Salle Street, Chicago 3, Ill. In the same bulle-
tin are data on General Finance Corp., International Tele-
phone & Telegraph Corp., and United Biscuit Co. of America.

Buda Company—Analysis—Dempsey-Tegeler & Co., 210 West
Seventh Street, Los Angeles 14, Calif. .

California Oregon Power Company—Detailed brochure—Blyth
& Co., Inc., 14 Wall Street, New York 5, N. Y.

Christiana Securities Company—Brochure—Francis I. du Pont
& Co., 1 Wall Street, New York 5, N. Y.

Coeur d’Alene Silver Mining District—Memorandum with par-
ticular reference to Sunshine Mining and Silver Giant—W. C.-
Doehler Company, 15 Exchange Place, Jersey City 2, N. J.

Colorado Interstate Gas Company—Data in current issue of
“Highlights”—Troster, Singer & Co., 74 Trinity Place, New
York 6, N. Y. Also in the same issue is a brief discussion of
Westpan Hydrocarbon Company.

El Paso Electric Power Company—Analysis—Ira Haupt_& Co.,
111 Broadway, New York 6, N. Y.

Federal Home Loan Banks—Consolidated' statement—Everett
Smith, 31 Nassau Street, New York 5, N. Y,

General Fuse Company—Report—Hunter Securities Corp., 52
Broadway, New York 4; N: Y.

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

International Hydro-Electric System — Study—Ask for C-31—
Vilas & Hickey, 49 Wall Street, New York 5, N, Y.

Manabi Exploration Cempany, Inc.—Analysis—Leason & Co.,
Incorporated, 39 South La Salle Street, Chicago 3, Ill. Also
available are analyses of James Dole Engineering Co., Peace
River Natural Gas Co., L{d., Toreador Royalty Corporation,
Husky Oil & Refining Ltd., and Texas Engineering & Manu-
facturing Co., Inc. .

Packard-Bell Company—Analysis—Conrad, Bruce & Co. of Los
Angeles, 530 West Sixth Street, Los Angeles 14, Calif.

Pennsylvania Railroad—Analysis—Baker, Weeks & Harden, 1
Wall Street, New York 5, N. Y. .

Plastic Wire & Cable Corp.—Follow-up memorandum—Amott,
Baker & Co., Incorporated, 150 Broadway, New York 38, N. Y.
Also available is a memorandum on A. M. Greenfield & Co.

| Continued on page 13

Trading Market

Manabi Exploration
Co., Inc.

Common Stock

Report Avm'h;:ble on this Unusual
' Oil Situation

39 So. La Salle St.
* Chicago 3

STate 2-6001 CG 982

Primary Markets

Hugaton Production
Commonwealth Gas
*Natural Gas & Oil
*Tennessee Production
*Prospectus on Request

TROSTER, SINGER & Co.

Members: N. Y. Security Dealers Association
74 Trinity Place, New York 6, N. Y.
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Investment Company
Portfolio Management

By HAROLD E. AUL*

Vice-President,

Calvin Bullock

Mr. Aul describes the organization, methods and procedures of

investment companies in managing their portfolios. Qutlines

work of the research department and advisory committees and

explains use of modified formula plan in selecting securities

and timing purchases. Analyzes work of the portfolio adminis-

trator, who has final responsibility for placing orders for
purchase and sale,

There are many types of in-
stitutional investors representing
a wide range of characteristics
and investment objectives, These
include com-
mercial banks,
savings banks,
various types
of insurance
companies,
trust funds,
eleemosynary
institutions,
pension funds
and invest-
ment com-
panies.

I shall ap-
proach this
subject from
the point of
view of the
management of the investment
company. There are several good
reasons for taking this approach.
In the first place, the investment
companies represent a wider range
of investment interests than other
types of institytional investors,
including as they do common
stock funds, bond funds and so-
called balanced funds. Then, too,
an even more impelling reason
for selecting the investment com-
pany as my model of institutional
investment is the fact that I am
most familiar with this aspect of
the subject. My firm manages the
portfolios of six investment com-
panies with assets of about $215
million; and it also furnishes in-
wvestment counsel to other institu-
tions, such as estates, foundations
and insurance companies. .

The investment company is es-
sentially .an investment coopera-
tive. This may seem strange
language to describe a Wall Street
institution. Some of my more
staid colleagues shudder when I
use the term, The investment
company represents the develop-
ment of the concept of the cooper-
ative within the framework of the
American free enterprise system—
controlled democratically by its
members, that is, its stockholders,
and regulated by the government
in the interests of its stockholders
and the general jublic. This is
the finest and mo¢. fruitful form
of cooperative undeértaking.

The investment company is, in
effect, a large group of investors,
for the most part small investors,
who have pooled their funds to-
gether for this purpose of gaining
the advantages of large-scale in-
stitutional investment, namely,
broad diversification of risk and
professional management in the
selection and supervision of their
portfolios.

One of our investment com-
panies, for instance, with net as-
sets of about $110,000,000 has more
than 52,000 stockholders. My firm,
in effect, is employed by these
investors on an annual contract
basis to manage their funds under

the supervision of the government
through the agency of the Se-
curities and Exchange Commission
in accordance with the provisions
of the Investment Company Act.

*An address by Mr. Aul before the
Second Annual Forum on the “ECOI"IDmIc,S
of the American Securities Business,
sponsored by the Association of Stock
Exchange Firms, Investment Bankers As-
sociation of America, National Associa-
tion of Securities Dealers, the N. Y. Stock
Exchange and the Curb Exchange, at
New York University, New York, July
18, 1952,

Harold E. Aul
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Procedure and Methods

Now let me describe for you the
procedure and methods of my firm
in the management of the invest-
ment companies under its admin-
istration as typical of institutional
investment management.

At the top of the investment
management hierarchy is the
board of directors of each invest-
ment company. These boards are
made up of distinguished repre-
sentatives of the fields of business,
law and finance, as well as the
senior executives of the invest-
ment management company. Un-
der the requirements of the In-
vestment Company Act a majority
of the board of directors must be
independent, that is, they must
have no employment connection
with the investment management
organization or sponsors of the
investment company,

The functions of the boards of
directors are advisory and super-
visory, Each board meets once a
month, At each meeting the head
of the Investment Management
Department of the management
company submits a report cover-
ing the principal factors of the
investment outlook, with specific
recommendations as to the invest-
ment policy to be pursued in the
light of prevailing and forecasted
conditions.

There follows a full discussion
of this report by the board and a
consensus of opinion is expressed
with regard to board outlines of
policy; that is, the industries
which are currently favored for
investment and the amount of the
reserve fund that should be car-
ried in common stock pertfolies.

It should be stressed that the
board’s function is advisory and
not administrative. It does not
ordinarily recommend specific se-
curities transactions, as this is re-
garded as the sphere of the
investment managers. We try to
avoid committee portfolio man-
agement as this is apt to produce
anarchy and stalemate. Commit-
tees and boards deal with policy
and supervision. The management
of the portfolio is the job of the
management organization; and the
final decision with respect to the
actual selection of securities for
purchase and sale is left to the
head of the investment manage-
ment department and his deputies.
This makes for more decisive ac-
tion and more effective admin-
istration.

At each meeting of the board
a report is also submitted of pur-
chases and sales of the preceding
month, This is reviewed and ap-
proved by the board.

One of the major contributions
of the board is the establishment
of contacts for the field work of
the investment management or-
ganization,

The members of the boards of
these companies hold directorships
on about 100 boards of industrial
companies. They thus bring to the
investment companies not only the
benefit of their experience and
wisdom but also broad contacts
with representative companies
which are invaluable to those en-
gaged in the analysis of industries

* and the securities of companies in

these industries.

The Research Department

The members of the research
department of the management

organization not only undertake
exnaustive office - studies of all
available material pertaining to
all major 'industries and their
principal ' companies, but they
range far afield, studying these
companies on the ground and con-
ferring with their senior execu-
tives with regard to conditions in
their industries, new develop-
ments, prospects, competition and
all other matters bearing on the
determination of investment val-
ues. The board membess of the in-
vestment companies are of in-
estimable assistance in opening
doors for useful contacts in this
field work.

Beneath the board of directors
of each investment company is a
small advisory committee of three
to five men, usually also members
of the board. These are for the
most part investment experts who
meet bi~-monthly for a full discus-
sion of policy. They refine and de-
fine the broader policy conclusion
of the board with respect to the
degree of defensive or aggressive
measures that are recommended
to the administrators of the port-
folio, The committee recommends
the amount of reserve of cash and
governments to be carried by the
common stock funds and expresses
views with regard to favored in-
dustries, Again let me emphasize
that the functions of this com-
mittee are advisory, not adminis-
trative. We do not believe in com-
mittee management of portfolios.
We provide to the head of the
investment management depart-
ment clear definitions of policy
and the fullest possible informa-
tion and advice from the research
department on industries and in-
dividual companies and look to
him and his deputies to implement
the declared policies and objec-
tives basing his selections on the
exhaustive studies of the research
department.

The Modified Formula Plan

I have said that the advisory
committee recommends the re-
serve of cash and, government
bonds to be held at any given time
in the portfolio of the common
stock funds. In the administration
of our balanced fund, which is
intended to provide the investor
a complete investment program
in one stack certificate, the pro-
portion of high grade, fixed in-
come securities and the proportion
of securities of the nature of equi-
ties is determined automatically
in the operation of a modified
formula plan.

A formula plan is intended to
limit the risks of timing in the
purchase of equities. This is a
device whereby the investor
varies the proportion of common
stocks on the one hand (or bonds
and preferreds essentially of the
nature of equities), and high grade
bonds and preferred stocks on the
other hand, with changing levels
of common stock prices.

Under this plan, in other words,
you buy them when they are low
and sell them when they are high.
It sounds fool-proof. It isn’t. But
judiciously employed, it should
produce satisfactory long-term in-
vestment results.

The first step in the formula
plan is the establishment of a
“pivot’—the point in terms of
common stock price levels at
which we shall establish whatever
relationship of common stocks to
high-grade, fixed-income securi-
ties we regard as “normal” in the
light of our objectives.

Suppose we say for our purposes

a normal relationship of common
stocks to high-grade, fixed-income

securities is 50/50. The market

level at which we should establish
this norm is in its turn the normal
or average level of common stock
prices.

Taking the Dow-Jones Indus-
trial ‘average as our standard, the
normal level of this average in the
prewar period was 150. That  is
the average level of this index

i

over a period of years prior to
the war, ’

But our formula must not be
rigid. That is why I referred to a
modified formula plan. It must be
flexible to take into account' a
changing economic environment—
more particularly the changing
value of the monetary unit.

A formula plan set up with 150
Dow-Jones as its pivot in the pre-
war period that adheredq rigidly
to this base and failed to take into
account the progressive deprecia-
tion of the dollar would be highly
unsuccessful. Under such a rigid
formula some investors were com-
pletely out of the market at 200
Dow-Jones, This average is now
275.

There have been significant
economic changes since the pre-
war period. Perhaps the most
significant is that the money sup-
ply has tripled and the value of
the dollar has been cut in half.

Accordingly, a formula plan
must be flexible and must take
into account these basic economic
changes. Whereas the average
level of the Dow-Jones industrials
in the five prewar years was 150,
over the past six years it has been
about 210.

Under today’s conditions the
pivot of a formula plan should be
at least 210 Dow-Jones, that is,
the average of the past six years.
Indeed I should say that this
would not fully reflect the present
depreciation of the dollar, and I
should regard 250 Dow-Jones as
the rational pivot point at this
time—that is, 50% equities and
50% high-grade, = fixed-income
securities.

Starting from this pivot the
proportion of equities should be
varied with changing levels of
common stock prices. .

The following table illustrates
the type of formula plan that we
regard as suitable for a balanced
investment fund at this time:

% Commons
(or Equities)
50
45
40
35
30
25
55
60
65

Dow-Jones
average

250
270
290
310
330
350
230
210
190
170 70
150 75

The foregoing formula assumes
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that a typical investment fund will
hold common stocks in a range of
from 25 per cent to 75 per cent
of total assets. The range, of
course, can be extended.

Selection and Timing

Careful selection based on
thoroughgoing industrial and sta-
tistical analysis, and broad diver-~
sification of . equity risk must
accompany such a timing program
to produce best results.

In the matter of timing, more-
over, we should recognize that
selection is a function of timing.
That is, we must not only vary
the proportion of risk assets to
those essentially of a riskless
character with changing market
conditions, but we must shift the
emphasis of our common stock
selections as between so-called de-
fensive equities and those of a
highly cyclical character. Accom-
panying an increase in our high-
grade, fixed-income securities,
there should take place a shift of
emphasis to defensive equities
such ag banks, utilities and to-
baccos; and as cur policy becomes
more aggressive with changing
economic and market conditions,
we should place greater emphasis
on cyclical equities such as steels,
rails, building and other heavy
industries.

Now let us return to a consider-
ation of the organizational struc-
ture of a typical investment com-
pany management. Below the
board of directors and advisory
committee is the broad base of the
investment management organiza-
tion; namely, the investment
research department. This de-
partment covers the entire field
of investment analysis — the
study of broad economic trends,
the analysis of markets and a
searching investigation of all ma-
jor industries and their principal
companies,

Work of Research Organization

The work of the research or-
ganization is highly departmental-
ized. The department consists of
10 senior analysts with appropri-
ate statistical and clerical assis-

tance. Each senior is a specialist
responsible for full and constant
coverage of his particular segment
of the investment field,

One of these is our economist
who concerns himself with studies

Continued on page 34
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 Public Utility Securities

By OWEN ELY

International Hydro-Electric System “A”
Standard Power & Light Corp.

The mergers of National Power & Ligat and American Super;
power with other corporations, and the interest in the “tax-free
dividend status of United Corp. and Electric Bond & Sh'are, has
attracted attention to other utility holding companies which have
substantial tax losses on their books resulting from the retention
of securities purchased at high price levels during the 1920’s. Two
such companies are International Hydro-Electric System and Stan-
dard Power & Light Corp., the parent of Standard Gas & Electric
Co.

International Hydro-Electric System has been working on a
dissolution program for years, but holders of the Class “A” stock
(equivalent to common, since the old common was cancelled) are
now hopeful of keeping the company alive as an investment trust.

vilas & Hickey, 49 Wall St., New York 5, recently issued a “Cur-
rent Appraisal” of the Class “A’ shares, in which they work out
potential values per share of about $24 to $28 as compared with the
recent price around 19%. The company cwns the entire common
stock of Eastern New York Power Corp., plus substantial hold~
ings in Gatineau Power of Canada (part of which have already
been liquidated) and New England Electric Power (on which in-
vestment there is a heavy book loss).

Definite bids for the separate properties of Eastern New York
Power (plus,two other small properties) have been made by Inter-
national Paper, Niagara Mohawk Power and New York State
Electric & Gas. These offers aggregate about $25.6 million, of
which Vilas & Hickey estimate that International Hydro might
obtain some $14.7 million after paying off Eastern New York
Power’s priorities and making other adjustments. This amount
would suffice to pay off International’'s bank debt and leave an
estimated $8.2 million (about $57 a share) toward retirement of
the preferred stock. While there is no definite plan as yet, it was
conjected that the remaining claim could be satisfied by giving
each share of preferred stock 3 shares of Gatineau, currently worth
about $54. Thus, the preferred stock would receive a total of
about $110, or its approximate claim in liquidation.

This would leave the Class A shares as the sole capitalization,
with an estimated earnings potential of about $1.37, which pre-
sumably could be paid out almost entirely in tax-free dividends.
it seems unlikely that the stock could sell on the same basis as
United Corp. (about a 4% yield) since the latter has a more div-
ersified portfolio and a much greater tax loss. After sale of the
Eastern New York Power properties and retirement of priorities
as described. above, Vilas & Hickey estimate the break-up value
as follows: $24.03 .using prices of 13 for New England Electric
and 18 for Gatineau; and at $27.28 if potential future prices of $14
and $20 for these two stocks are used.

The proposed new compromise plan for Standard Gas & Elec-
tric was described in this column in the July 10 issue, No plan has
yet been worked out for the Standard Power & Light Corp., the
top holding company. However, the “Wall Street Journal” reported
on July 7th that the dissolution of Standard Gas (if consummated)
is not likely to be followed by liquidation of Standard Power &
Light since the latter is expected to remain in operation as an

investment trust. In this capacity it would be able to take ad- -

vantage of large potential losses for tax purposes which might
permit the payment of tax-free dividends.

According to the Corporation’s balance sheet for December
31, 1951, the investments in securities are still carried on the books
at about $137 million although the total value based on market
quotations at that date was roughly about $20 million—thus in-
dicating a potential tax loss of some $107 million. Such a book
loss, if gradually realized for tax purposes, might suffice to pay
common stock dividends for a long period of years—perhaps
Ionger than in the case of United Corp. and Electric Bond &
Share, both of which are estimated at 30 years. The company
might logically be merged with some other investment company
having an earned surplus on its tax books, which might permit
the tax loss to be used to greater advantage. )

Standard Power & Light owns (or will receive) the followin
securities of affiliated system companies, the values of which fol-
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lowing the reorganization of Standard Gas are estimated to be
about as follows:
Est. Potential
Value Value
Per Sh.  (Mill.)
40,843 shs, Standard G. & E. $7 Prior Preference-_$214 $8.8
1,160,000 shs. Standard G. & E. Common *15 174
+31,000 shs. Duquesne Light Common 09
9,750 shs. Philadelphia Co. Common .03
Miscellaneous Securities and Net Cash Assets - .04

Total I $217.8

*Plus potential benefits of tax claims.
1To be received under Step i-A of proposed Standard Gas plan in settlement of
certain claims.

Standard Power & Light 7% Prefetred stock has $102 dividend
arrears, about the same as the Standard Gas $7 Prior Preference.
If paid off at $212 (including the $10 redemption premium) this
would take about $7.2 million, leaving about $20.6 million assets
for the common 'and B stocks. There are 1,430,000 shares of com-
mon and common B stocks outstanding; another 330,000 B shares
owned by H. M. Byllesby & Co. have keen surrendered and can-
celled, but retain the right to share equally with other common
B shares “upon any distribution of assets.” It is difficult to guess
just what status the SEC might wish to accord to this stock in
any recapitalization (which would doubtless be required before
the company could be released as an investment company, uniess
it were merged as American Superpower was). Perhaps a com-
promise could be worked out. In any event, the estimated break-
up value on the basis of the $20.6 million worked out above
would .be $14.41 on the basis of the outstanding shares, or $11.70
if the Byllesby block of stock is included on a pro rata basis. These
figures do not, of course, include any potential values which might

Int’l Hydro-Electric SyStem
Class “A” '

Study Available—Address (C-31)

VILAS & HICKEY

‘Mcmbers New York Stock’ Exchange
Members New York Curb Exchange

49 Wall Street " New York 5, N. Y.

Telephone : HAnover 2-7900
Teletype: NY 1-911.

result from the so-called tax-free dividend possibilities.

A Korean Peace Will
Not Change Situalion

By WALTER PODOLAK
' Stern, Frank, Meyer & Fox, Los Angeles, Calif.
Members, New York Stock Exchange

Stock market analyst gives reasons why a Korean peace, if it
should come, will not change international situation, as inter-
national tension and large armament expenditures will continue

The subject of a Korean Peace
has been widely discussed and
considered recently-in investment
circles. If peace should come soon,
will it mean a great change in
present international tension?
That does not seem likely since
Korea is only one of a great num-
ber of trouble spots in the world.
If the Communist front all over
the world were desirous of peace,
it would require a good deal of
time and .proof to assure the
democratic peoples that such pro-
testatitins were sincere. There-
fore, a Korean peace would not
change world conditions greatly,
at least in the immediate future.
Even on the Korean front a truce
would probably result in the
necessity of maintaining a large
armed force in that area. To ex-
pect the communist forces to with-
draw completely would be wishful
thinking indeed. It seems more
likely that a Korean peace would
result—aside from saving precious
American lives—in:

(1) cessation of fighting with
an uneasy peace.

(2) the necessity of maintaining
a large armed force in the area.

(3) enormous problems regard-
ing rehabilitation of Korea.

(4) savings in expendable
equipment and supplies used in
waging war.

(5) not a great deal of chang
in present world tension. .

(6) continuation of armament
spending.

(7) greater probability, if
fighting 'is Istopped and armed
conflict elsewhere is avoided, that
some reduction in taxes might be
possible.

This writer does not intend to
minimize the possible repercussion

upon the stock market of a Korean
impertant-

peace. However, the
things to consider are, would ten-
sion be minimized enough to per-
mit scrapping of the armament
program and, if not, the main prop
under our economy will still be

*with us. .

It-seems likely that the adjust-
ment that would occur in the
stock ‘market should be of mod-

erate proportions -as long as the-

maintenance - of our -armament

program -appears justified, based
on continued world tension. It
appears reasonable to expect the
adjustment to be just as selective
as our markets have been for some
time past, and armament issues
would undoubtedly be -affectec
adversely. Undoubtedly certain oi.
stocks would be affected. The
West Coast has been contributing
a large amount of petroleum
products to the Korean front.

A Korean peace, offering the
hope of a reduction in corporate
taxes without a drastic change in
armament expenditures might,
after the initial shock, more than
offset the untavorable effects upon
the stock market. (A moderate
tapering off of armament expen-
ditures after the first quarter of
1953, plus savings by an efficient
new Administration, .could set the
stage for a reduction in corporate
taxes.) J

Of course, the foregoing discus-
sion assumes a Korean peace.
Peace negotiations are more than
a year old, and a truce would
certainly be no great surprise to
the stock market. Over the past
year it appears that the market
has had many  opportunities to
internally adjust for this eventu-
ality. There is no assurance at
this writing that peace is a cer-
tainty.

- Conditions continue to favor-

purchases made after careful re-
search and analysis.

As international political food
for thought, there is the question:
Would the communist front favor
a Democratic victory? Eisenhower
might be less desirable from the
communistic standpoint since he
stands firmly behind a policy of
strength on all fronts, backed by
U. S. economic and military aid.
In addition, communist infiltration
in various departments of our
government might be expected to
make less progress under Eisen-

hower. A Korean peace would.
give the Democratic Party addi-.

tional political -ammunition.

- Therefore, is a Korean peace, with

Moscow’s blessings, likely soon
before our election?

Selected -“blue-chip” stocks' in
the maximum . corporate tax
bracket appear to  be desirable
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holdings at present. Any possibil-
ity ‘of a reduction in taxes would
probably affect these stocks favor--
ably long . before a reduction in
corporate taxes became an ac-
tuality.

Continued from page 2

The Security I
~ Like Best

growth of electronics. Opportuni-
ties open to Sprague derive from
the fact that products manufac-
tured, along with the electronic
tube, form the core of every elec-
tronic device whether its ultimate
use is for business machines, tele-
vision, radar or servo-mechanisms.
1t is obvious, therefore, that but-
tressed by its formidable research
and development programs,
Sprague should continue to grow
although year to year comparisons
may not always be favorable.
Accordingly, successive up-
swings in the -business cycle are
almost certain to result in new
sales records for the company.
Given the likelihood that taxes
will not indefinitely remain at
present high levels, it is not un-
reasonable to. ‘expect Sprague
earnings to approach $12 to $15
per share over the next few years.
For this reason, Sprague common,
currently selling at about 65
in the over-the-counter market,
it .seems to me, is outstandingly
attractive for increasing income
and wide appreciation, commend-
ing itself to the foresighted in-
vestor capable of sitting out inter-
mediate market fluctuations.

COMING
EVENTS

In Investment Field

:Aug. 22, 1952 ‘(Denver, Colo.)

Bond Club of Denver - Rocky

‘Mountain Group of IBA Summer

Frolic at the Park ‘Hill Country

‘Club.

Sept. 5, 1952 (New York City)

:Security ‘Traders Association of
New York Outing at Richmond

County 'Country Club, Dongan

Hills, Staten Island.

Sept. 19, 1952 (Chicago, IIL.)

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

Sept. 26, 1952 (Philadelphia, l_’a.)

Bond Club of Fhiladelphia an-
nual field day at the Huntingdon
Valley Country: Club, Abington,
Pennsylvania.

Sept. 28-0Oct. 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
Hotel, .

Oct. 8-10, 1952 (Los Angeles,
Calif.)
Association of Stock Exchange’
Firms Board .of Governors Fall
meeting ‘at the Ambassador Hotel

Oct. 20-23, 1952 (Miami, Fla.)

National:Security Traders Ass0-.
clation Convention at the Roney
Plaza .Hotel.

Oct. 24-27, 1952 (Havana, Cuba)

National Security. Traders Ase-
sociation Convention tour.

Nov. 30-Dec. 5, 1952

- (Hollywood, Fla.)

Investmert Bankers Association.
Annual Convention at the Holly-
wood Beach Hotel. ’
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Shoricomings of the
Dow-Jones Averages

By FRANK PEABODY

Haydock & Company
Investment Counsel, Cincinnati, 0.

Mr. Peabody, in pointing out shortcomings of Dow-Jones and *

other stock market averages,

contends they are not accurately

“indexes,” but simply adjusted averages of prices of a few
handpicked and frequently shifted individual stocks. Indicates

“averages”

are made on a defective basis, and advocates as

true index of total stock market action a large number of
stocks, weighted in order of their importance in influencing
price fluctuations,

The batting average of all play-
ers in the two major baseball
leagues last season was .261; but
that statistic does not tell us any-
thing about
the average of
the outfield-
ers, which
was consider-
ably higher,
or about that
of the pitch-
ers, which
was lower.

One thing
the above fig-
ure does do is
tell us the
average of all
players in the
major leagues.
That is more
than any of the stock market
averages and indexes tell us about
the stock market. Some of them
are truer than others, but no one
of them gives an exact record of
movement in the prices of all
listed stocks. For instance, we
have seen studies which tend to
suggest that in the 1946 stock
market break, the total value of
all stocks. on the Big Board
dropped nearly 40%. Yet the Dow
Jones Industrial Average cover-
ing the same break declined only
-23%.

The following paragraphs un-
dertake to comment on the com-
position of certain of the better
known averages and indexes, with
particular reference to Dow Jones,
and to point out what would seem
to be the fallacy in using them too
freely as a measure of the market
itself or even as a check against
Ppersonal investment accomplish-
ment.

i

Frank Peabody

Not Indexes

The D-J Averages are often
mistakenly referred to as indexes.
Accurately speaking they are not
indexes but simply adjusted aver-
ages of the prices of a few hand-
picked and frequently shifted in-
dividual stocks. They make no
allowance for the relative size and
importance of the different com-
panies used in the compilation.
For instance, on more than one
occasion we have seen both Gen-
eral Motors and General Foods
selling close to $50 a share. These
are two of the 30 stocks that make
up the Dow Jones Industrial
Average. A one-point price change
in General Foods then has just as
much effect on the Average as a
one-point change in General
Motors. Yet General Motors has
outstanding 87,813,000 common
shares as against General Foods’
5,575,000. General Motors’ equity
is being valued by the market at
$4,390 billion, General Foods’ at
$278 million. The relative impor-
tance of the two companies, looked
at from this angle, is almost 16
to 1. None of that makes any dif-
ference to the Dow Industrials.
In fact, if General Motors should
have another two-for-one split
putting the stock down around
$25 per share, General Foods
would then carry more weight
than General Motors in determin-
ing the movement of the Average.

‘When one considers such facts -

as these, it begins to come clear
that this particular average is not
a true measure of the stock mar--
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ket as a whole, but that it is,
rather, an arbitrarily calculated
and frequently “adjusted” record
of the price performance of 29
blue chip industrials and one
public . utility. Consisting as - it
does of high-grade industrials, no
rails, and no utilities with the
peculiar exception of American
Telephone, it gives a picture of
exceptional performance rather
than anything like average per-
formance. .

(To quote from the service put
out by the organization which un-
til recently supplied subscribers
with the various Dow Jones Aver-
ages (the italics are ours):

“Dow, Jones & Co. began the
publication of daily average clos-
ing prices of active representative
stocks on Jan. 2, 1897. Twelve
industrial stocks were used in the
computation until 1916, when the
list was increased to 20 stocks,
and the new average worked back
to December, 1914. On Oct. 1,
1928, the number of stocks was
increased to 30. Originally, the
simple arithmetic method of divid-
ing the sum of the daily closing
prices by the number of stocks
was used to obtain the average
price—except in a few cases at-
tempts were made to compensate
for stock split-ups by introducing
multiples for prices of individual
stocks.

“But, beginning Sept. 10, 1928,"

a new method was inaugurated to
eliminate the occasional distor-
tions resulting from complex stock
changes, and at the same time to
preserve the sequence of the aver-
ages.

“The new method of compila-

‘tion was based on a simple math-

ematical expedient. Instead of
dividing the total of the 20 stocks
and their multiples by 20, the to-
tal of the 20 stocks without any
multiples was divided by 12.7.
This constant divisor was arrived
at on the basis of Sept. 8, 1928
closing prices, and is merely a
figure which gave the same aver-
age on the new basis as on the old
basis on the day befcre the new
method was put into effect. Under
this new methed, the constant
divisor would be used daily and
indefinitely until some stock in
the list of 20 was split or reduced
materially in price by a stock
dividend, or until a substitution
was made in the list of stocks.
“Beginning Oct. 1, 1928, the
Dow Jones Industrial Average
was based on prices of 30 rather
than 20 stocks. At the same time
a few substitutions were made in
the old list of 20 stocks. The his-
torical continuity of the Industrial
Average was not affected by this
change. The total of the 30 stocks
was divided by a new constant
divisor, 16.67. Because of substi-
tutions of stocks the constant
divisor changes from time to time.”

Increase of Stocks in the
“Averages”
During the period when the

Average was made up of 12 stocks,

that is from 1896 to 1912, 20 dif-
ferent substitutions were made.
American Cotton Oil was elim-
inated in favor of Amalgamated
Copper, American Tobacco in fa-
vor of Federal Steel, Tennessee
Coal and Iron in favor of General

Electric, and so on. From 1914 to
1928, during which time the list
consisted of 20 names, there were
19 further substitutions in the list;
Standard Oil of California for
Utah ‘Copper, Eastman Kodak for
Western Union, and so on. Dur-
ing the first eight years after the
list was increased to 30 stocks,
there were some 20 odd additional
substitutions in it; Borden for
American Sugar, duPont for Bor-
den, International Shoe for Texas
Gulf Sulphur, United Aircraft for
International Shoe, In%emational
Business Machines for National
Cash Register, and so on. In more
recent years there have been
fewer substitutions, company for
company, but there have been
very frequent changes of another
type in the compilation of the
Average, the effect of which is to
make it not even a consistent rec-
ord of the actual investment ex-
perience one would have had with
the 30 stocks of which it is com-
posed.

In the explanation quoted
earlier as to how these Averages
are made up daily, the reader will
recall a reference to a  divisor
which is changed from time to
time to ‘take care of split-ups and
so forth. It is true that when
they switch from one divisor to
another they get “the same aver-
age on the new basis as on the old
basis on the day before the new
method was put into effect.”” How-
ever, any good statistician could
demonstrate that as the market
then moves on to higher or lower
levels the new divisor does not
continue to give the same answer
that the old divisor and the old
combination of stocks would have
given.

For instance, before Allied
Chemical was split four-for-one
in August of 1950, that stock ap-
peared in the Dow list at a price
above 200. After the 30 prices had
been added together a divisor of
8.57 was used. Suddenly Allied
appeared in the list around 56 for
the new stock and a .divisor of
7.76 was adopted. The change does
give the same answer at the time

the split in the stock occurs, but’

then as the market moves on to
other levels, and as the different
stocks making up the Average
change in price by varying per-
centages, a distortion creeps into
the picture. Such distortion at-
tributable to any one stock split
is not very great, but as one split-
up after another occurs the cumu-
lative effect becomes quite real.
Furthermore, the formula for fig-
uring the Average is seldom ad-
justed to make allowance for the

issuance of rights by one of the
companies, although with an ac-

tual investor this question of
rights has a real bearing upon the
results he will obtain.

People are prone to assume that
it would be the easiest thing in
the world to invest in a replica
of the Dow Industrial Average.
Actually, from a physical or me-
chanical standpoint, it would be
almost impossible to do. You could
of course buy the 30 stocks in-
volved, but to have your fund
then act like the Average itself
you would have to put three times
as much money into- American
Telephone as in General Motors,
twice as much in American Can
as in U. S. Steel, and so on. Then
whenever one of your stocks had
a three-for-one split-up, you

would immediately have to sell®

two-thirds of your holding, and
in effect buy more of the other
29 stocks.

What Is a True Index of Stock
Market Fluctuations?

A true index of total market
action as distinct from an average
embracing a few selected stocks,
should include a large number of
companies and each stock in i
should be weighted in order tha’
it will influence fluctuations of
the index in proportion to its re-
spective market importance. Prob-
ably the most suitable weighting
factor for this purpose is the num-
ber of shares outstanding for each
company. The price of a stock
multiplied by the number of shares
outstanding gives the current
market value of the company it-
self which, in essence, determines
its relative importance. In addi-
tion to assigning proper weights
to individual stocks this method
also serves to give some element
of continuity to an index. Assum-
ing a two-for-one stock split or 2
100% stock dividend, the price is
halved, but when multiplied by
the increasing number of shares,
the result is an unchanged total
market value and 2n vnchansed
influence on the index. The same
split would have halved the in-
fluence of a stock in the D-J

4 Average. Standard & Poor’s Cor-

poration arrived at its various
stock price indexes in this man-
ner, Their resulting figures may
not be 100% perfect as a yardstick
of overall market action but they
are a more realistic gauge.

One reason the Dow figures are
so widely used is of course the
fact that they come in over every
broker’s tape hourly and daily.
Another is that they were started
55 years ago. Still another is the
once popular Dow Theory, which
undertakes to forecast future
market action from the record of

past action as such past action is
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summarized in the Dow Jones In-
austrial and Rail Averages.

And here we come to.an inter-
esting question: Even if the D-J
Averages were an accurate record
of the past, they would not neces-
sarily furnish a key to the future;
if they are mot an accurate or
consistent record of the past, then
how can any forecasting theory
based exclusively upon them be
expected to work, any more than
a house can be expected to stand
on shifting sand. The remarkable
thing about the Dow Theory is not
that it has given wrong signals on
certain occasions, but rather that
it has happened to give the right
signal as often as it has.

Wm. McGregor With
F. S. Yantis & Co.:

CHICAGO, Ill.—William J.
McGregor, Jr. has become asso-
ciated with F. S. Yantis & Co. In-
corporated, 135 South La Salle
Street, members of the Midwest
Stock Exchange. Mr. McGregor
was formerly with Hulburd, War-
ren & Chandler in the trading de-
partment.

Joins Moreland Staff

(Special to THE FINANCIAL CHRONICLE)

DETROIT, Mich. — Marcia C.
Saile has joined the staff of More-

land & Co., Penobscot Building,
members of the Detroit and Mid-
west Stock Exchanges.

With Richard Harrison
(Special to THE FINANCIAL CHRONICLE)
SACRAMENTO, Calif.—Douglas
W. Siegalkoff is with Richard A.
Harrison.

Harry Frank Elected

Harry Frank, of the Frank In-
vestors Corp., New York City, has
been elected to the Board of Di-
rectors of the Frontier Power
Corp. of Colorado.

Blair, Rollins Adds

(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Clara W.
Bradley has joined the staff of
Blair, Rollins & Co., Incorporated,
50 State Street.

Joins Forbes Staff

(Special to THE FINANCIAL CHRONICLE)
DENVER, Colo.—Mrs. Margaret
D. Travis has been added to the
staff of Forbes and Company, First
National Bank Building.

This advertisement is neither an offer to sell nor a solicitation of offers to buy any of
these securities. The offering is made only by the Offering Circular.

These Securities are offered as a speculation

300,000 Shares

Sunflower State Oil Co., Inc.

(A Delaware Corporation)

Common Stock

Price: $1.00 per Share

Copies of the Offering Circular may be obtained from
your own Investment Dealer or from the undersigned.

Israel & Company

UNDERWRITERS

MEMBERS NATIONAL ASSOCIATION SECURITIES DEALERS

111 Broadway

DIgby 9-3484-5-6-7

New.Yorkrﬁ, N.'Y.
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g its own best interest and that of
the entire world by withdraw-
ing from the United Nations.
Acting independently, he said,
the United States could achieve
more for the world than any
“federation of 60 mations that
do not know their own minds.”
Herewith are the recent com-
munications regarding Mr. Rob-
ertson’s article.—Editor.

FREDERICK B. SHERMAN
San Francisco, California

The article by Mr., William A.
Robertson pointing out that “the
United Nations is doomed to fail-
ure” has evoked thought-provok-
ing comments — the majority of
them in agreement — from out-
standing business leaders and
journalists. The comments of an-
obscure member of the investment
fraternity may not deserve equal
prominence but it will be appro-
priate for you to print a comment
by the late Henry L. Stimson,
corporation lawyer, Secretary of
War, Secretary of State, whose
practical grasp of domestic and
international affairs meeds no
elaboration.

In his “Credo” addressed to
“men of the generation who must
bear the active part in the work
ahead,” he says: “Let them have
hope, and virtue, and let them be-

More Comments on “UN—
Why It Is Doomed to Fail”

Provision made for more letters commenting on William A.
Robertson’s article in which he contended that the United Na-
tions, because of its mixed and nondescript composition, among
other reasons, is incapable of achieving the objectives, includ-
ing maintenance of world peace, which prompted its establish-
ment. Suggesting U. S. withdrawal from UN, Mr. Robertson
argued that this country, acting independently, could accom-
plish more good for the world than any such body as the UN.

its stated objectives, including
the prevention of war. The
very feature of the UN that was
hailed as its crowning virtue—
its internationalism—is, in real-
ity, its outstanding weakness,
said Mr. Robertson. Another
insurmountable impediment to
its success, he wrote, is “its
mixed and mondescript compo-
sition,” the membership thus
including nations of Europe and
Asia, for example, which have
nothing in common and hence
can hardly be expected to agree
on any measures that conflict
with historical behavior.

Mr. Robertson concluded that
the United States would serve

From Washington
Ahead of the News

By CARLISLE BARGERON

With the din of the conventions still sounding in the ears of
the battered participants the hopes of the Republicans to break
into the South have already gone glimmering. Some faint hope
continues that they may carry Virginia and Texas but to my mind
they will be very foolish if they devote any of
their cash or much of their energy in the en-
deavor.

Much of the situation that has come about
is due {o Senator Dick Russell. Several weeks
before the Chicago gathering it was apparent
that the purpose of his Presidential candidacy
was to prevent a break-up of the Solid Demo-
cratic South. By the time the delegates met,
his candidacy had succeeded in greatly mini-
mizing the threat. It had diverted the move-
ment whereby at least nine states or their
leaders were setting up machinery by which
the electors of those States would be free to
vote in the electoral college against the Demo-
cratic candidate. In a way the widely adver-
tised Russell-for-President movement was a
movement to head off Gov. Jimmy Byrnes
of South Carolina, the leadifig advocate of revolt. Because of
Russell’s candidacy only five states instead of nine set up jchls_
machinery. They are Virginia, Georgia, South Carolina, Mississippi

 and Louisiana. They are not expected to make use of it now. For
the Republicans to carry any of these states they have simply got
to get more votes for their nominee, which they are not likely to

We have received some more
© comments in connection with the
views expressed by William A.
Robertson, member of the New
York Bar, in the article “The
United Nations — Why It Is
Doomed to Fail” which ap-
peared on the cover page of the
“Chronicle” of June 19. These
recent comments are given fur-’
ther below, others dealing with
the same subject having ap-
peared in our issues of July 3,
“July 10 and July 17.

In his article, Mr. Robertson
set forth the reasons for his be-
lief that the United Nations is
incapable of achieving any of

Carlisle Bargeron

do, with the possible exception of Virginia. It won’t be a case of
the Democratic electors voting for them in the electoral college.

The point I am trying to make is that even if the Southerners’
noses had been rubbed in the dirt at Chicago their chances of re-
taliation had been reduced just about 50%. i

The fact is they came away from the convention well satis-
fied with the nominees and not too much displeased with the plat-
form. They also came away, with the feeling that they have re-
gained their place in the party from which the so-called liberals
had been determined to oust them. They came away with the
realization they were not only wanted but needed. Even President
Truman, to the extent that he wielded any. influence, retreated
from the contemptuous attitude he has held for the Southern

Jeaders since he won four years ago with four of the Southern
states voting against him. He has shared, along with Lehman,

Humphrey, Roosevelt, “Soapy” Williams, Blair Moody, Walter
Reuther, et al, the feeling that the South was a millstone around
the party’s neck and that it would be better off rid.of the section.
But as the convention got underway his better judgment told him
otherwise. Wi

The squelching of thése irreponsibles’ was one- of the most
important accomplishments of the Democratic convention. Had
they prevailed the nomination of Averill Harriman or the ineffable
Kefauver would, to my mind, have been essential followed by a
campaign directed almost exclusively to the labor leaders, Negroes
and other racial minorities. As it turns out the party has swung
back towards center. If Adlai Stevenson means what he said,
and there is every reason to believe he does, the Democratic party
is not to be the party of labor or of any other group but “of the
people.” That would certainly be different from what we have had
for the past 20 years.

It must be said, however, that the party is keeping its tie with
the left through John Sparkman. The fact about him is there is
very little difference in political philosophy between him and
Hubert Humphrey. He doesn’t have Humphrey's aggressiveness
or ruthlessness or ambition to set the world on fire. But in
political thinking they are very much alike. You might say, in
fact, that except for the appeal to racial minorities, Sparkman is
a more likable Humphrey. I should hate to see him ascend to the
Presidency.

He has a pleasing personality, he is popular with his col-

. leagues. He is courteous and invariably greets you with a smile.
But don’t let this deceive you as to what goes on inside.
His nomination was not a surprise. Indeed, it was fairly well

known four days before the convention met that the ticket of the
powers-that-be was Stevenson and Sparkman, and the powers-
that-be were the big city bosses—Ed Flynn from his sick bed,
Jake Arvey and Governor Dever together with the Indiana erowd.
It was undoubtedly this knowledge that prompted the so-called
liberal group to try to force the Southerners out. This would make
Stevenson’s nomination impractical, With the South and the small
Middle Western states, which always go Democratic, he hopes to
make hay with the Middle West stronghold of Taft—such states as
Indiana, Illinois and Ohio.. There will be more emphasis on the

farm vote than on labor. The campaign should be very interesting
to watch. '

Denault Adds to Staff

(Special to THE FINANCIAL CHP.oNICLE)

Saunders, Stiver Adds

(Special to THE FiNaNcIAL CHRONICLE)

- SAN FRANCISCO, Calif.—John
17, Scofield has become associated
with Denault & Co., Russ Build-
ing. Mr. Scofield ‘was formerly
with H. Irving Lee & Co.

CLEVELAND, Ohio—Elmer J.
Bonyko is now connected with
Saunders, Stiver & Co., Terminal
Tower Building, members of the
Midwest StockvExchange.

-;Continued from page 5

Observations . . .

failure of the states to solve the problem cléarly warrants a Fed-
eral approach” goes further than' the General (but not than his

' Republican platform), the rival party positions are brought back

nesr-conformity by the Democratic ticket’s addendum of Veep-

" candidate Sparkman, the “liberal” with the Dixiecrat twist.
And on the issue of states’ rights generally, and the decentrali-
zation of Federal intervention and the curtailment of sprawling

_ bureaucracy, the nominees’ pronouncements likewise reveal their

“cousinliness.”
Platform Evidence

While the party platforms, as always overflowing with verbi-
age to suit the need for a sales-document foregoing offense to
important voter groups, are of course not to be construed as gospel
binding the nominees; nevertheless serutiny of ‘the current Con-
venticn products confirms the undiscernibility of clearcut funda-
mental difference on issues.

For example, in dealing with the farm problem, while the
Democrats have endorsed the extension of fixed minimum price
supports to 80% for basic commodities, the Republicans have like-
wise gone along on the support principle. It is true that strictly
interpreted, the GOP does advocate a watered-down prograim, but
the plank’s language. “We favor a farm program aimed at full
parity prices for all products in the market place,” certainly
beclouds the issue for the farmer-voted. While it does not guarantee
beclouds the issue for the farmer-voter. While it does not guarantee
choice between the free market and socialized subsidization and
controls. All the other agricultural items advocated in the Repub-
lican plank are either policies already established by the Adminis-
tration or matters regarding which both parties are in agreement.

On the important questions of monetary policy, inflation and
taxes, the platforms as well as the candidates, show little genuine
difference—merely contenting themselves with vague gestures of
reform. Even the Republican platform merely “advocates” a gen-
eral tax reduction, a balanced budget, and public-debt curtail-
ment as goals, not definite pledges. The platform “bonus” re-
ceived from the Republicans in the way of an independent Re-
serve System is a question of implementation and not fundamental.
And their widely publicized obeisance to gold in no way goes to
fundamentals; merely voicing platitudinous intent in that direc-
tion, if, when and after the surrounding conditions are propitious.
From an appraisal of the candidates’ and the platforms’ ambiva-
lent positions in the economic field it would seem fair to confine
our expectation to a slightly more sound and less confiscatory
taxation approach by the Republicans (with dominatien by the
union labor interests reduced enough for excess profits tax repeal),
and somewhat diminished inflation-pumping—but with both parties
in our democracy unwilling to abstain from exploiting that politi-
cally popular drug in the event of depression,

The balance of the GOP platform’s devotion to economic mat-
ters is confined to a non-controversial platitudinous statement about
the beauties of production; and to the following super-euphemistic
‘disposal of the whole controls question: “We shall remove tax
abuses and injurious price and wage controls.” [Italics mine.]

While the GOP platform is silent on public housing and slum
clearance, matters on which the Democrats promise expanded pro-
grams, the fact that even the “reactionary” wing’s Mr. Taft has
gone ‘along on housing would support the expectation of the
“liberal” Eisenhower traveling with the Democrats here.

Both platforms favor flood control, special favors to the
veterans, and strengthening of the civil service (although Repub-

. lican congressmen helped to defeat the President’s proposal to
place postmasters thereunder).
* % i

And so it must be evident that again in this election the vote
will not be choosing between specifics. His vote will follow his
overall predilection for or against Welfare Stat-ism and Santa
Claus-ism. His impression of the party more likely to bring him
security, financial and emotional, rather than logical weighing of
differences in details which look academic, will capture his ballot.

lieve in mankind and its future,
for there is good as well as evil,
and the man who tries to work
for the good, believing in its even=
tual victory, while he may .suffer
setback and even disaster, will
never know defeat. The -only
deadly sin I know is cynicism.”

E. C. STEVENS

Chairman of the Board,
The International Silver Co.

Despite the fact that a great
many industrial leaders appear
to be strong for the League of
Nations, I am frank to say I agree
entirely with Mr. Robertson.

KIRKE W. CONNOR

President, Micromatic Hone Corp.

I heartily agree with what Mr.
Robertson has written and I want
you to know that I have passed
his article around to the mem-
bers of our Operating Committee
and shall do anything else I can to
see that it has as wide a circula=
tion as possible.

Owen McWilliams at
Am. Machine & Fdry.

Owen McWilliams, former ex-
aminer at the New York Stock
Exchange, has joined American
Machine & Foundry Company as
assistant to -
the corporate
secretary, it is
announced.

Mr. McWil-
liams has been
a New York
Stock Ex-
change exam-
iner since 1950
after having
served as As-
sistant Man-
ager of the
Exchange’s
Statistical
Division since
1946. He came
with the Exchange in May, 1940
as a member of the staff of the
Stock List Department, leaving in
July, 1942 for' service with the
United States Air Force. Flight
Engineer with a B-17 combat crew
in the Eighth Force, he was shot
down and captured by the Ger-
mans on Aug. 17, 1943 during the
Regensbhurg raid, the first Eng-
land-Africa shuttle operation. He
remained a prisoner of war for
the duration of the &Ziuropean
phase, whereupon he was released

to inactive duty with the rank of
Master Sergeant. His decorations
include the Purple Heart and the
Air Medal.

Owen McWilliams
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Ohio Turnpike

Gommission B'_-'Feivef ﬁ"“k! 'The TV Industry Bearing Up Well

By ARTHUR L. CHAPMAN *
) Vice-President and General Manager
Radio & Television Division, Sylvania Electric Products, Inc.

Laying last year’s slump: in television industry to over-produc-

. tion rather than decline in consumer: buying, Mr. Chapman

holds outlook for coming year is bright. Says excess inven-

tories are being worked .off, and public buying. continues at
steady rate of from 5 to 6 million sets a year. -

I would like 'to discuss the sit-
uation at this time last year which
can only be- described as a self-
made depression in the television

_ industry. This

The Ohio Turnpike Commission on July 29 received a check
in the amount of $319,882,972.22 representing the net proceeds
to the Commission from the recent sale to investors of $326,000,-
000 of the Turnpike Revenue bonds, the largest revenue bond issue

in history.

Shown at the ceremonies which took place at City Bank
Farmers Trust Company of New York City, are, left to right—
T. Henry Boyd, Vice-President of the investment banking firm
of Blyth & Co., Inc.; James W. Shocknessy, Chairman of the Ohio

Turnpike Commission; James G.

Couffer, Vice-President of B, J.

* Van Ingen & Co., Inc.; L. A. Stoner, President of the Ohio. National :

Bank.

" Scheduled for completion by May 1, 1955, the Ohio super-
highway will run frem the termination of the ‘Pennsylvania
Turnpike through northerm Ohio for 241 miles to the Indiana

border.

Record Level in Gorporation Working Capital

SEC estimates net working capital of U. S. corporations: at
end of March, 1952, at $84.1 billion, or $1.5 billion higher
than at beginning of the year.

The net working capital of U. S.
corporations reached a new record
level of $84.1 billion at the end of
March, 1952, according to the latest
quarterly estimates by the Secur-
ities and Exchange Commission.

This was $1.5 billion higher than

the total at the end of 1951, result-
ing from an increase in current
assets of $700 million together
with a decrease in current liabil-
ities of $800 million.

The increase in current assets
during the first quarter of this
year largely reflected increases in
inventories and notes and accounts
receivable. Inventories increased
$1.3 billion to a level of $62.5 bil-
lion while notes and accounts re-
ceivable increased $600 million to
a level of $57.0 billion at the end
of .the first quarter. The increase
in inventories was less than for
any quarter since the beginning of
hostilities in Korea.

- During the first quarter of 1952
corporation holdings of cash and
U. S. Government securities re-
mained at high levels although off
.$1.0. billion and $400 million, re-
spectively, from the end of 1951.
At the end of the first quarter,
corporations held $28.4 billion of
cash and $21.2 billion of U.S. Gov-
ernment securities. Corporate li-
quidity, as measured by the ratio
_-of these two forms of liquid funds

to current liabilities, declined only
slightly {from the year-end in con-

, trast to the sharp declines that

As for the other items affecting
the corporations’ financial, posi-
tion, in addition to the $1.5 billion
increase in net working capital,
in the first quarter of 1952 cor-
porations invested about $5.1 bil-
lion in plant and equipment. Al-
most two-fifths of this $6.6 billion
of expansion was financed from
external funds, an increase from
1951, the remaining expansion
coming from internal sources—de-
preciation accruals and undistrib-
uted profits. Of the $2.6 billion
secured from external sources,
$1.2 billion was from net new
bond issues, $700 million from new
stock issues and the remainder
from other long-term borrowing.

Manufacturing corporations ac-
counted for the total increase in
working capital shown for all cor-
porations in the first quarter of
1952. A small increase: was also
shown by trade corporations while
transportation and . communica-
tions showed small declines. Ser-
vice, electric and gas utilities and
finance showed little change in
working capital.

Two With First Michigan

(Special to THE FINANCIAL CHRONICLE)

NETROTT, Mich. — Forest R.

Fisher and John B. Martin have:
become associated with First of”

Michigan Corporation, Buhl
Building, members of the Detroit
and Midwest Stock Exchanges.

took place in ‘1950 and 1951. At -

the end ¢f March cash and U. S.
Government securities. amounted
to 57 percent of current liabilities,
compared with 58 percent at the
end of 1951 and. 74 percent at the
" end of 1949, the postwar peak.
Federal income tax liabilities at
the end of the first quarter drop-
ped to $18.5 billion from the re-
cord high of $20.2 pillion at the
end of Jast year. Notes and ac-
counts payable increased slightly
while corporations carried an es-
timated $16.1 billion of other cur-
rent liabilities, about $700 million
more than at the 1951 year-end.

With Merrill Lynch Co.
(Special to THE FINANCIAL CHRONICLE)
CLEVELAND, Ohio—Lionel P.
Greenbaum has become associated’
with Merrill Lynch, Pierce, Fen-
ner & Beane, 216 Superior Avenue,
Northeast.

" received from various customers

Joins Brush, Slocumb
(Special to THE FINANCIAL CHRONICLE)
SAN FRANCISCO, Calif.—Ger-
ald J. Nias has become affiliated:
with Brush, Slocumb & Co., Inc.,
1 Montgomery Street.

depression was
characterized
by the drastic
reduction in
television set
production
from an an-
nual rate- of
as high as 10
million to:less
than 2 million
—yet the pub-
lic was buy-
ing sets at a
reasonably
steady rate of
about five or
six million sets a year. In other
words, there has been no.real de-
pression in television set purchas-
ing at the consumer level—the
problem, instead, has been one of
inventory.

There- is today every indication
that the preblem is being met ef-
fectively and vigorously. Our
most recent reports reveal that in-
ventories continued to-be reduced
in recent months, and there was,
in fact, evidence at the beginning
of the second half of the year that
trade inventories are down to sat-
isfactory working levels.

The various business reports I
see seem to be intent on remind-
ing’ me that business is ‘in the
midst of some sort of readjust-
ment. My instant reaction is, how
could any economy help but find
some readjustment necessary after
it began to feel the full impact of
Korea? The readjustment becomes
even less surprising when you
realize that American industry is
also feeling the full impact of our
international commitments, which
have the objective of strengthen-
ing our allies throughout the
world, No economy could be so
resilient as to absorb that added
load without doing some belt-
tightening somewhere,

Business Holding Up

However, compared with almost
any period except Korea, business
is bearing up remarkably well. In
fact, business gnerally seems to be
good.

Let me elaborate somewhat on
this theme, and make my remarks
more direct. There doesn’t seem
to be any reason why there should
be any general slump in sight for
those distributors who really
study their markets, and for the

distributors who see to it that they

are’ merchandising their goods
with every resource they can
muster. Perhaps you feel I am
guilty of oversimplifying the sit-
uation, but let me repeat—busi-
ness will be good for those dis-

_tributors who make it good.

Industry’s Immediate Outlook

Now, what is the outlook for
the television industry, especially
for the fall and winter markets?
Throughout the industry there is
definite optimism; stated quite
briefly, the future looks good.
One quite effective barometer has

always been the orders we have

for television picture tubes. Dur-

. ing the spring, when the market

for television sets was going

*Extracts from an address by Mr.
Chapman at the Sylvania Distributors
Convention; New York City, July 25, 1952,

Arthur L. Chapman

through its usual seasonal dip, the
set manufacturers. increased their
orders for picture.tubes. That
evidences strong optimism and a
firm belief in the future. Our-own
set business reflects this same op-

- timism,

I can best sum up Sylvania’s
situation in the industry by say-
ing that our position at the end of
the first half. was much better

.. than it was a year ago. But our
. position is far from static, let me

assure you. The splendid -new
1953 models we are introducing
to -you today are impressive evi-
dence that we intend to continue
to better our relative position in
the industry.

The proof of this determination
to continue to .broaden our mar-
ket lies in the very fact that Syl-
vania, as always, continues to plan
for the future. Our research and
engineering staffs are doing in-
tensive work on many phases of
television, the results of which
will be profoundly felt in the en-
tire industry. I.can assure you
that whatever the trend happens
to be in the industry, you will find
Sylvania in the forefront, as the
direct result of the pioneering
work being done today by our sci-
entists and engineers,

The “Color” Question

Some of you have asked about
the status of our work in color
television. Whenever color tele-
vision is ready to move from the
laboratory to the home, Sylvania
will be a-major contender in the
industry. As you can well appre-
ciate, the advent of practical color
television will not  occur over-
night. Much work remains to be
done. There are many, many

more problems involved than sim- -

ply ascertaining technically that
a -color picture can be received.
There are many questions to be
answered. But when there are an-
swers, Sylvania will have them.
Research and engineering, vital
and important as they are, are
only part of the broad background
‘which determines a company’s po-
sition in a certain industry. The

company must be able to produce

.a good product, at a reasonable

price, and in quantity. Strong
evidence of our company’s deter-
mination to occupy a steadily ris-
ing position of prominence in the
industry is our expansion and im-
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brovement program. I believe
that you will be particularly in-
terested to know that Sylvania has
doubled its plant facilities in the
past four ‘years—building new
plants, and renovating existing
ones. It is entirely possible that
our facilities will be doubled
again in the next five years. I
am sure a large portion of this ex-
pansion will be in the Radio and
Television Division. .
Now that I have at least par-
tially indicated that Sylvania is
enthusiastically and thoroughly
preparing for the future, perhaps
we should take a look at what the
future is believed to have in ‘store
for us. Based on information cur-
rently available to the industry,
our market research staff predicts
that the television industry will,
produce about five million sets in
1953tomeet actual consumer needs.
This estimate is 90% of the in-
dustry’s 1951 volume of about 5%
million. We in the Radio and
Television Division are even more
optimistic than our research staff.
We feel that there is a good
chance that the industry will
equal the 1951 volume of 5% mil-
lion. It is also predicted that 1957
‘will see industry volume at about
seven million, or more than 40%

greater than 1953,

‘A F. Bentley Pariner -
- In 0’Brien & Williams

MONTREAL, C'anada—Archi—;
bald F. Bentley has been admitted
to partnership in O’Brien & Wil
liams, 132 St. James Street, West,
members of the Montreal Stock
Exchange. Mr. Bentley has been
with the firm for some years as
office manager.

With Waddell & Reed v-‘

(Special to THE FINANCIAL CHRONTCLE)
FLINT, Mich.—Edith M. Wrigh%
has joined the staff of Waddell &
Reed, Inc.

With Renyx, Field .
(Special to THE FINANCIAL CHRONTCLE)
BOSTON, Mass. — George W.
Anderson is with Renyx, Field/&
Company, Inc.

King Merritt Adds

(Special to THE FINANCIAL CHRONICLE)
BEAMAN, Mo.—Keith S. Yount
is with King Merritt & Company,
Inc. z

With King Merritt
(Special to THE FINANCIAL CHRONTCLE)
BENICIA. Calif.—Frank Lez has
become affiliated with King Mer-
ritt & Co., Inc.

Continued from page 8

Dealer-Broke

Industry—Lerner & Co., 10
Mass.

r Investment
Recommendations & Literature

Reading Tube Corp.—Memorandum—Aetna Securities Corp.,
111 Broaway, New York 6, N. Y.

Riverside Cement Co.—Analysis and review of the Cement )

Post Office Square, Boston 8, f

Ed. Schuster & Co., Inc.—Analysis in current issue of “Business ;
and Financial Digest”—Loewi & Co., 225 East Mason St.reet,
Milwaukee 2, Wis. In the same issue is also an analysis of

El Paso Electric Company.

Sherritt Gordon Mines—Review—Ira Haupt & Co., 111 Broad-

way, New York 6, N. Y.

Thompson Products, Inc.—Review—Sutro Bros.
Broadway, New York 5, N. Y.

& Co., 120 -

Universal Major Electric Appliances, Inc.—Bulletin—O. B.
Motter & Associates, 500 Fifth Avenue, New York 36, N. Y.
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The Surplus Problem Confronting
Mutual Saving Banks

By AUGUST IHLEFELD*
President, Savings Bank Trust Company

Mr. Ihlefeld, in pointing out developments which make it in-
creasingly d.fficult for mutual savings banks to make additions
to surplus account so as to maintain proper ratio of surplus to
deposits, lists as reasons therefor: (1) the increase in dividend
rate to depositors; (2) rise in bank operating costs; (3) levy-
ing of tax on savings banks’ earnings, and (4) accelerated
growth of deposits. Urges adoption of new formula in deter-
mining adequacy of surplus accounts.

The most baffling problem con- is the initiation of the Federal
fronting mutual savings banks to- income tax levy on mutual thrift
day is the maintenance of ade- institutions. Where the surplus,
quate surplus and reserves for undivided profits and reserves of

d these vigor- a savings bank exceed 12% of de-
ously growing posits, earnings after expenses and
thrift -institu- dividends are now made subject
tions. to the Federal income tax of up to

Commercial 52%. This severely curtails the
banks that ability of a bank which is taxed
grow rapidly to add further to its surplus ac-
can expand counts and reserves.
their capital A fourth development aggravat-
to keep pace ing the surplus problem, and for
with growthby many .banks' the most serious of
selling - stock. all these difficulties, is the accel-
Although they erated rate of deposit growth.
are currently This year the mutual savings
at a disadvan- banks of the country are gaining.
tage to com-=- deposits at an annual rate of $1%
pete for capi- billion, the largest gain since 1946.
tal on satis- This means that deposits are ex-
factory terms, panding by approximately 6% per
the fact remains that there are annum for these institutions. Up
ottside sources of private capital to the end of April this year the
actessible to them. Unlike com- New Jersey savings banks gained
metcial banks, mutual savings in deposits at almost twice the
banks can obtain additions to sur- national rate. Such rates of
plus only through retention of growth are gratifying, reflecting.
earhings. Therefore their earnings the high. regard in which mutual
must be adequate not only to meet savings banks -are held in the
current needs- but to margin communities they are. allowed to§
growth as well. : serve,” But if savings banks want

A number of current develop- to keep intact the existing ratio of

August Ihlefeld

The Commercial and Financial Chronicle . .

count. The contributions of incor-
porators to the surplus fund or
guaranty fund can be returned to
the contributors as surplus is built
up by earnings retained to take
their place.

Second, surplus fund, together
with the undivided profits ac-
count, serves as a limiting stand-
ard for investment by savings
banks in securities not otherwise
eligible for savings bank invest-
ment. For example, in New York
State the statutory limitations on
investment in the securities of
housing companies and in pre-
ferred and common stocks of cor-
porations are related to surplus
fund, and in some instances to
surplus fund and undivided prof-
its, as well as to total assets.

Third, the surplus accounts pro-
vide a supplementary source of
income. Were it not for earnings
on assets acquired by investment
of their surpluses, mutual savings
banks generally could not pay as
high interest-dividend rates as
they do today.

A fourth function of the surplus
accounts is to help maintain the
rate of interest-dividend a bank
pays to its depositors. This is par-
ticularly the objective of the un-
divided- profits . account, from
which interest-dividends can be
paid should they not be. fully
earned in any year. In the depres-
sion years of the 1930s the un-
divided profits played  an:impor-
tant role in contributing towards
interest-dividend payments.

Another, and by far the most
important, function of surplus and
reserve accounts is to absorb
losses on assets owned by the sav-
ings bank, and so to maintain the
savings bank in a sound condi-
tion to continue business. Since a
savings bank is obligated to pay
out deposits as requested, it can-
not afford to incur any loss on in-
vestments acquired with deposi-
tors’ funds. Surplus, undivided
profits and reserves are therefore
needed to provide a cushion to ab-
sorb any and all losses so that
funds of depositors are fully pro-
tected and depositor confidence is
maintained. Surplus and un-
divided profits, for this purpose,
may be regarded as unallocated
reserves against potential losses.
Specific reserves set up against
mortgages and other assets are
allocated reserves, to absorb
losses on these specified assets.

A final function of surplus is to
provide a supplementary source of
income and a cushion to absorb
possible losses on assets.to be ac-
quired with new deposits to be
received in the future. Some time
may elapse before newly received
deposits can be invested to yield
a: full return. Yet interest-divi-
dends on such .deposits, and .ex-
penses attendant upon the secur-
ing of new deposits such as the
opening of ‘a new branch' office,
become ' payable very soon. And
much more time must elapse be-
fore the assets acquired with new
deposits - can produce sufficient
earnings to build up adequate ad-

. Thursday, July 31, 1952

ditional surplus. Hence existing
surplus, like the incorporators’
contributions to surplus fund,
must margin new assets and initial ,
operating losses for a time, as well
as absorb losses on existing assets.

How Much Surplus and Reserves?

With these several purposes of
surplus accounts in mind, one can
proceed to estimate with more
precision the amount of surplus
and reserves a mutual savings
bank should have.

Most savings banks have by now
written down sharply the book
value of their buildings and other
physical facilities, so that consid—
erable amounts of surplus are no
longer required for this purpose.
Only where old buildings are to
be radically remodeled or rebuilt,
or where new buildings are con-
templated for branch offices, will
such needs assume material pro-
portions. Also, since new savings
banks are not being promoted,
surplus to cover initial operating
losses will be required only if new
branches are planned.

Surplus as a supplementary
source of income for depositors is
quite desirable in this age of keen
competition among thrift institu-
tions to attract and hold deposits.
It is a question, however, how far

_interest-dividends.should be with—

held from depositors presently to
premit . ‘larger -payments in the
future. ‘Where a bank has accu-
mulated a surplus of 12% or so of

Continued on page 34

Wainwright,

ments are making it increasingly surplus accounts to deposits they /8

difficult for mutual savings banks would have to expand their sur-
to make additions to surplus ac- plus accounts at an equal- rate.
‘counts from earnings sufficient. to This is difficult for the averag

maintain the existing ratio of sur- savings bank, but for banks with & '

plus accounts to deposits. a rate of growth in excess of the
One such development cutting national average it is a still great=
doWr};s additions to surplus ac- er problem. >
counts has been the increase in in- . ;-4
¥ o What Is Adequate Surplus?

terest-dividend rates paid to de-
positors. On July 1, 1946 the aver- - Traditionally, banks have been
agé. per. annum rate of -interest- ‘expected to maintain a ratio' of

‘dividend paid on deposits in ‘all capital funds to deposits of at least

‘mutual savings banks was 1.66%. 10%. In commercial banking this §

Ofi Jan. 1, 1952 the average was standard " ratio was ' abandoned

2.08%. Today many mutual sav- during the 1940’s, when the great §§ 4
iigs banks are paying interest- expansion of deposits incident to

dividends at an annual rate of wartime ~ inflation lowered ;the
2%%.: The steady rise in yields on -capital -ratio' below 7%.  Mutual
‘bords since 1946 has helped some- savings banks today report a ratio
what to offset the rising trend in of surplus accounts to deposits of
'the& rate of interest-dividends. But almost 12% — taking the. savings
it has required a shift from gov- banking: system ‘as a whole. But,
erhiment securities to higher yield- -as we have seen, there are strong
in€ mortgages to provide the forces at work that will tend to re-
latger earnings from which in- duce this surplus ratio steadily in
cfeualsed F?ntereflt-dividends can be the period ahead.
paid. For all mutual savings Should a decline in the surplus
-bafiks real estate mortgage loans ratio to a materially lower lgvel
wete 23.8% of total assets on Dec. over the next few years arouse
31, 1946, and 41.4% as of Dec. 31, concern? Before we can answer
1951; while U. S. Government ob- this question intelligently we must
ligations dropped from 63% to review the functions of surplus
418% of total assets on the same accounts in savings banks. Then
dates, respectively. Notwithstand- we can estimate the size a surplus
ing this shift mfco higher yielding should be to perform these func-
earning assets, increased interest- tions adequately.
dividend rates, together with other
developments, will mean smaller
additions to surplus accounts in Accounts
most cases. The surplus accounts of a mu-
A second development limiting tual savings bank—which for the
surplus accumulation by mutual purpose of this analysis comprise
savings banks has been the rise surplus, undivided profits and re-
in operating costs. Many savings serves—perform six functions.
banks h{ave been able to offset in-  First, they provide funds for a
creases in costs by expanding the bank building and other facilities,
volume of deposits, so that operat- and to defray operating losses that
ing expense per dollar of deposit may be incurred before the bank
hgs not risen materially. But is firmly established. Funds de-
higher costs, like higher dividends, posited by depositors in a savings
tergd to reduce the amount left for bank should not be used for bank-
« surplus. ing facilities or for promotion ex-
A third development that seri- penses. State laws provide that
ously limits the ability of many incorporators of a savings bank
savings banks to add to surplus set up an initial surplus or guar-
— anty fund adequate to maintain

*An address by Mr. lhlefeld at th i i iti
2: ool f""“f"ﬁ“ of the Savins at sue the savings bank in safe condition
sociation of New Jersey, Spring Lak
N. J, June 28, 1852, ' rrnE LAKe

The Functions of Surplus

lar in character to a surplus ac-

p.//fraser;stlouisfed.org/

Ramsey Hosts to Municipal Officials

Seated left to right: Lewis Lang, Deputy Comptroller, City of New York; De Witt Ray, Presi- '
dent, National City Bank of Dallas; The Hon. J. B. Adoue, Jr., Mayor of the City of Dallas; E. Lynn

Crossley, Auditor of the City of

‘Dallas.

Standing—Ileft to right: J. Basil Ramsey, Wainwright, Ramsey & Lancaster; John S. Linen,
Vice-President, The Chase National Bank of New York; George W. Sparks, Assistant Attorney
General of the State of Texas; Homer Griffitis, State Comptroller’s Office; Delmont K. Pfeffer,
Vice-President, The National City Bank of New York.

Wainwright, Ramsey & Lancas-
ter, 70 Pine Street, New York
City, were hosts on Monday, July
28 at a luncheon at the Bankers
Club in honor of E. Lynn Cross-
ley, Dallas, and Lewis Lange, New
York City, who have recently
been elected President and Vice-
President, respectively, to the
“Municipal Finance Officers As-
sociation of the United States and
Canada.” Also guests of honor at
the luncheon were J. B. Adoue,
Mayor of the City of Dallas, and
other state and city officials here
with him to make delivery of the
first $15,000,000 of bonds on a
proposed $50,000,000 financing pro-
gram for the City of Dallas.

Guests at the luncheon were:
Hon. J. B. Adoue, Jr., Mayor of
the City of Dallas.
E. Lynn Crossley, Auditor .of the
City of Dallas.

City Bank of Dallas.

George W. Sparks, Assistant At-
torney General of Texas.

Homer Griffitts, State Comptrol-
ler’s Office.

Austin J. Tobin, Executive Direc-
tor, Port of New York Authority.

Lewis Lange, Deputy Comptroller,
City of New York.

John $S. Linen,  Vice-President,
The Chase National Bank of
New York.

Delmont K. Pfeffer, Vice-Presi-
dent, The National City Bank of
New York.

Wade S. Smith, Assistant Director
Municipal Research, Dun &
Bradstreet, Inc.

David M. Ellinwood, Manager,
Municipal Department, Moody’s
Investors Service.

Walter Tyler, Manager, Municipal
Department, Standard & Poor’s
Corporation.

Cushman McGee, R. W. Press-
prich & Co.

to continue business, This is simi- DeWitt Ray, President, National Alpert J, Milloy, Vice-President,

The First Boston Corporation.

David Miralia, Vice - President,
Halsey, Stuart & Co.

Charles Ettinger, Halsey, Stuart
& Co.

LeRoy H. Apgar, Vice-President,
Harriman Ripley & Co., Inc.

Walter Steel, Drexel & Co.

John T. Haneman, Jr., Vice-Presi-
dent, Albert Frank - Guenther
Law, Inc.

George Wanders, Editor, “The
Bond Buyer.”

Alfred T. Harris, “The Bond
Buyer.”

Patrick Carberry, “The Wall Street
Journal.”

Lester Tanzer, “The Wall Street
Journal.”

Paul Heffernan, “The New York
Times.”

Rudolph J. Harper, “The Invest-
ment Dealers’ Digest.”

Edwin L. Beck, “The Commercial
& Financial Chronicle.”

J. Basil Ramsey, Townsend Wain-
wright, and Lincoln E. Caffall,
all of Wainwright, Ramsey &
Lancaster, New York City.
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Sterling Will Remain Stabilized

By PAUL EINZIG

Dr. Einzig, in commenting on views favoring unpegging of

exchange rate, and thereby to allow the British pound to find

its level, holds, in present situation, it is best to keep sterling

at a fixed rate. Says under existing circumstances, there is no

equilibrium level at which sterling rates can be adjusted to
secure balanced international accounts.

LONDON, Eng.—The Report of the expert committee set up

by the Organization for European Economic Cooperation to ex~

amine the financial situation of member countries is strongly
. -opposed to.the suggestion made in many quarters in recent months
to unpeg exchange rates and allow them to

find their own level. It expresses the view

that if-and when alterations in parities:should

~- become necessary they should be made in ac-

cordance- with the rules laid down' in’ the

statutes of the International Monetary Fund.

There can be no doubt that the British Gov-

ernment will endorse wholeheartedly this con-

clusion.. For even though some Ministers,are

in favor of the “floating” pound, the ‘govern-

ment as a whole is determined: to’play the

fame in accordance with the Bretton Woods

rules. -

1t would be idle to deny however, that the

idea of the floating pound is gaining in popu-

larity both among bankers, Liberal econo-

mists and Conservative politicians. This is in

keeping with the desire to allow the free play

of economic forces to come into their own as
far as possible. The attitude is not an unnatural reaction to the
policy of restrictionism applied during and since the War. Beyond
doubt the various forms of interference with the free play of

* economic forces have resulted in highly artificial situations in
many spheres. It is no wonder many people have come to the
conclusion that Britain’s salvation lies in allowing these artificial
situations to correct themselves by restoring the free play of
economic forces,

It seems however, that the pendulem is now swinging in the
opposite direction. During the 19th Century—to be correct between
the resumption of specie payments after the Napoleonic Wars and
the outbreak of the first World War when laissez faire was at
its highest and Government interference in economic life was re-
garded as a major crime—sterling remained stabilized within
narrow limits, between its gold points. Its stability was restored
in 1925 and even though the gold standard was suspended once

. Dr. Paul Einzig -

more in 1931, the ensuing regime of floating exchange rates had -

been regarded as a temporary state of affairs. By accepting the
Bretton Woods Plan Britain decided in favor of pegged exchange
rates.

- Beyond -doubt the elasticity of sterling between1931 and 1939
was very helpful in restoring prosperity in Britain. The damage
caused by the rigid stabilization of sterling in 1925 at an artifi-
cially high level, was repaired by allowing sterling to find its
“natural” level. It would be a mistake to imagine, however, that
the remedy which had worked in the ’thirties would also work
in the ’fifties. For in the meantime the situation has undergone a
complete change. Twenty years ago it was reasonable to assume
that if sterling were allowed to depreciate it.would find eventually
its equilibrium level. It was then possible to increase the volume
of exports very considerably through lowering the exchange value
of sterling. Industry was able to mobilize the productive capacity
of some two million unemployed, and there were unlimited
quantities of raw material and fuel at our disposal. It was therefore

. possible to increase substantially the volume of output and that
of the exportable surplus. The volume of domestic consumers’
purchasing power was deflated rather than inflated, so that any
increase of the output was available for export. Through allowing
sterling to fall the additional volume of manufactures was made

" cheap for overseas importers to buy. As and when they bought

, the increased volume of British- goods in sufficient quantities,

. their demand for sterling caused an appreciation of sterling ex-

. change. This again made British 'goods more expensive for for-

* eigners and the demand for sterling declined. After some ups and

downs, an equilibrium level could be reached at which sterling

rate was just right to secure the necessary volume of exports.

Today we ‘are confronted with a totally different state of
affairs. Even if the exchange value of sterling were halved in
terms of-dollars and other currencies, it is certain that this would
not ‘materially increase the volume of British exports. It would

- not be possibl> to increase the output because of the prevailing
. over-full employment and the scarcity of raw materials and fuel.
- Moreover, owing to the inflated purchasing power of domestic
. consumers and the virtual political jmpossibility of reducing it
. Substantially, the volume of exportable surplus could not be raised
sufficiently. We must bear in mind that if sterling were allowed
- to depreciate from $2.80 to $1.40 it would be necessary for Britain
to double her exports in order to earn the same amount of dollars.
Owing to the limitations of the output and of the exportable
surplus this would be an impossible task. The demand for British
. goods abroad would increase as a result of the cheapness of ster-
ling, but British industries would not be able to supply the addi-
- tional goods in sufficient quantities.

In existing circumstances an equilibrium level of sterling at
which its exchange rates would secure balanced international ac-
counts simply does not exist. Indeed the chances are that the
. volume of exportable surplus could not keep pace with the adverse
change in the terms of trade rasulting from a depreciation of

" sterling, so that such a depreciation, instead of filling the gap
in the balance of payments would widen it. .

There is yet another difference between conditions today and

. twenty years ago. During the ’thirties the internal price .level was

very slow in adapting itself to the depreciation of sterling. Today

the adjustment of the cost of production and the cost of living

. ‘would be incomparably quicker owing to the prevailing industrial

and political balance of power, as a result of which wages would

not lag far behind the rise in prices caused by a depreciation of
sterling. This means that if sterling were allowed to depreciate
in the false hope that it would find its equilibrium level, this
would initiate a very rapidly working vicious spiral. It would
be, therefore, very short-sighted and dangerous to adopt a system
* of floating sterling in pursuance of dogmatic considerations because
- conditions in which they were valid have long ceased to exist.

Investments by Individuals in Ist Quarter

SEC reports individuals in first quarter made net purchases of

securities of $2.1 billion, and added $2.2 billion to their equity

in life insurance, while $700 million was invested in savings

and loan associations. Purchase of U. S. obligations reported
largest since first quarter of 1929,

. According to the Securities and
Exchange. Commissipn in the first
quarterof. 1952 individuals saved

. $2.7 bpillion in liquid form. This

rate of -saving, although. lower
than' in the last three quarters of
1951; was higher than in any first
quarter.of the post-war period.
Individuals’ saving. in addition

-te ‘personal holdings, .covers sav-
.Ings .of unincorporated business,

trust -and pension funds and non-
profit . institutions in the forms
specified, Liquid saving comprises
saving in the form of currency and
bank deposits, equity in savings
and. loan associations, private and
government insurance, securities,
and repayment of mortgage debt
and other consumer debt.

During the first three months
of this year, individuals made net
purchases of securities amounting
to $2.1 billion, added $2.2 billion
to their equity in insurance, and
$700 million to their equity in sav-
ings and loan associations. Follow-
ing the usual seasonal pattern for
the first quarter, they also repaid
$1.1 billion of consumer debt. At
the same time, individuals reduced
their holdings of -currency and
bank deposits by $2.3 billion and
increased their mortgage debt by
$1.2 billion.

Insurance and government pen-
sion reserves again constituted the
largest form of liquid saving in the
first quarter of this year. Private
insurance increased’ $1.2 ‘hillion,
about .the same amount as in the
fourth quarter of 1951. Govern-
ment insurance and pension re-
serves (Social Security, etc.) rose
by $1.0_ billion.

Corporate stocks and bonds con-
stituted the most important com-
ponent of total indivduals’ saving
in the form of securities in the
first -quarter, net purchases of such
securities amounting to $1.0 bil-
lion. This was the same as in the
preceding quarter, and compared
with $700 million in the first quar-
ter of 1951, The substantial net
purchases of securities this year
reflect the large volume of funds
raised in the capital markét by

corporations to assist in their cur-
rent expansion programs, still at
record - levels. Net purchases of
stock issues  amounted to $800
million, slightly higher than in the
preceding quarter and contrasting
with only $200 million net pur-
cnases or Preierreu attd Clicaaivis
stock issues in the first quarter o.
1951. While the volume of corpo-
rate and miscellaneous debt issues.
net of retirements, continued to be
high, totalling $1.1 billion, all bu!
$200 million was absorbed by in-
stitutional investors.

- Individuals made the largest net

purchases of United States Gov-
ernment securities since the first
quarter of 1949, total investments
rising by $900 million, of which
$100 million was U. S. Savings
Bonds and $800 million other U. S.
Government obligations. In the
corresponding quarter of 1951 in-
dividuals reduced their holdings
of Savings Bonds by $200 million,
but purchased about the same
amount of other U. S. Government
securities. In addition, individuals
absorbed $200 million of state and
local government securities in the
tirst quarter.

The $2.3 billion reduction in in-
dividuals’ holdings of currency
and deposits resulted from de-
clines of $3.0 billion in demanc
deposits and $300 million in cur-
rency, offset in part by a $1.0 bil-
lion increase in time and' savings
deposits. The sharp decline in de-
mand deposits reflected a transfer
of funds into securities invest-
ments as well as seasonal influ-
ences such as income tax payments
and the repayment of consumer
debt.

| With Walston, Hoffman

- PHILADELPHIA, Pa.—Walston,
Hoffman & Goodwin, 1420 Walnut
Street, members of the New York
Stock Exchange, announce that

William Tuttle, Jr., has become
associated with them as a regis-
tered representative in their Phil-
adelphia office,
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Jd H. Hilsman Co,
Gelebrates 50 Years

ATLANTA, Ga—J. H. Hilsman

& Co,, Inc., Citizens and Southern
Building, is celebrating the fiftieth
anniversary of its founding in 1902
by Joseph H.
Hilsman.
Throughout
the half-cen-
tury the com-
pany has been
active in pro-
viding funds
for the expan-
sion of Geor-
gia municipal-
ities and in-
dustries — and
provided the
training for
many of At-
lanta’s leading
investment
bankers. In 1923 the Company be-
came a part of the Citizens and
Southern National ' Bank, but
when a change in 'the National
Banking Act required that the
Company be separated from the
Bank, the separation was made i
1934. :
Present officers of the firm are’
J. Fleming Settle, President, who
has been with the firm since 1909;
J. F. Durrett and R. R, Settle,
Vice-Presidents; F. J. Myers, Sec-
retary; and J. E. McCelland,
Treasurer,

With Waddell & Reed

(Special to THE FINANCIAL CHRONICLE)
CHICAGO, Ill. — Willis Settle
has been added to the staff of
Waddell & Reed, Inc., 332 South
Michigan Avenue.

Joins Detmer Co. Staff
(Special to THE FINANCIAL CHRONICLE)
CHICAGO, Ill.—Gordon D. Mc-
Farlane has become affiliated with
Detmer & Co., 105 South La Salle
Street. He was formerly with
Cruttenden & Co. for many years.

J. P. O’'Rourke Adds

(Special to THE FINANCIAL CHRONICLE)
CHICAGO, Ill. — Ernest C.
Hasselfeldt has become associated
with J. P. O'Rourke & Co., Board
of Trade Building. He was for-
merly with Straus & Blosser for
many years.

- With Rodman & Linn

(Special to THE FINANCIAL CHRONICLE)

* CHICAGO, Ill.—Harry J. Diacou
has become connected with Rod-
man & Linn, 209 South La Salle
Street, members of the New York
and Midwest Stock Exchanges. He
was previously with Faroll & Co.

e Fleming Settle

pt— S

—

Newport News Slfnipbuildi‘hg:nnd Dry Dock Comp{m;' -

‘Quarterly Statement of Billings, Estimated Unbilled
Balance of Major Contracts and Number of Employees

Billings during the period:

Shipbuilding contracts ;3
Ship conversions and repairs

Hydraulic turbines and accessories .

Other work and operations .

Totals . + & o«

Three Fiscal Months Ended
June 23, 1952 June 25, 1951

3. $24788,936 $12,827,004
. 16,241,653
906,804

3,214,502 2,365,711

8,027,243
1,127,780

Six Fiscal Months Ended
June 23, 1952 June 25, 1951
$37,035,540 $19,038,114

24,874,300 12,788,042
2,034,516 1,965,676
5,508,366 3,996,213

$24,347,738

$69,452,722 $37,788,045

$45,151,895

At June 23, 1952

Est'mated balance of major contracts unbilled at the close of

the period . .

Number of employees at the close of the period .

$306,025,717
16,

At June 25, 1951

| $211,944,036

134 11,418

The Company reports income, from long-term shipbuilding contracts on the percentage-of-completion basis; such income for
any period will therefore vary from the billings on the contracts. Contract billings and estimated unbilled balances are subject
10 possible adjustments resvlting from statutory and contractual provisions.

July 23, 1952,

By Order of the Board of Directors

R. I. FLETCHER,

Vice President and Comptroller

e

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




16 (392)

Control of Dollar Transactions
In Switzerland

| By CHARLES R. STAHL
’ Economic News Agency, Geneva, Switzerland

Swiss economist. describes how U. S. Treasury has succeeded
in closing loop-holes for dollar remittances to and from the
* Iron Curtain

A Dutch firm buys copper in
Chile. Payment takes piace by
means of an Irrevocable Letter of
Credit which is secured by a con-
siderable Dol-
lar amount on
a number-ac-
count with a
bigSwiss
bank. The
merchandise
is shipped to
Holland. Ev-
erything
seems to be
perfectly in
order, but...
the copper is
transshipped
in. Rotteram,
Antwerp or at
some other
port and disappears behind the
Iron Curtain.

And so we understand how
transactions of this and similar
kind meet with the disapproval
of the American authorities and,
particularly, the Treasury De-
partment. -In order to put an end
to such transactions, and also to
avoid the accumulation by the
Soviet Union and her Satellites of
Dollar assets which could be used
for the financing of a Fifth Col-
umn and for other purposes con-
trary to American interests, the
U."S. Treasury Department exer-
cises a control—which has lately
been intensified—on all operations
in American Dollars.

In cases where the Treasury
Department was . certain that
through ‘- the channel of a Swiss
bank such transactions were being
financed, it has repeatedly taken
cuick action by blocking all the
a< els of that bank in the United
States; and - the release in each
case took place only months later
after prolonged negotiations.

It made a great stir when among
the Swiss banks whose assets were
thus blocked, along with West
German and other banks, there
was included a particularly repu-
table banking firm in Zurich.

It can easily be understood that
such blocking is disagreeable not
only for the respective bank it-
self but also for all clients who
have Dollar credits with that
bank, and must realize that these
Dollar credits are frozen.

Charles R. Stahl

All Transactions Now Investigated

In order to overcome these
blocking difficulties, the Swiss
banks have now decided—cer-
tainly not light-heartedly—to in-
vestigate in each individual case
the nature and destination of Dol-
lar transfers of every kind and to
request, before carrying out any

. operation in U. S. Dollars, a writ-
ten declaration of the respective
client to the effect that this op-
eration is being made neither di-
rectly nor indirectly in favor of a
person. located behind the Iron
Curtain, in China or Korea.

In order to appreciate the im-
portance of this procedure, one
must bear in mind that heretofore
the Swiss banks have adhered
s_trictly—even in most critical
tu;ne_s——to the principle of main-~
taining secrecy regarding clients’
deposits, as well as to the related
principle. of carrying out their
orders, By this new concession
to the Treasury Department they
deviate for the first time from one
of those principles.

The - Swiss ' circles' ‘concerned
partly showed little enthusiasm at
first for this new. measure and the
rate of the Dollar has eased in
Switzerland somewhat, apparently
under the influence of large Dol-

pi/tfraser:stlouisfed.org/-.

. likewise.

lar sales, as it is feared that
through the action of a single per-
son doing such improper business,
the bank and all its clients with
Dollar accounts would be affected

However, the American Gov-
ernment can consider it a great
success to have closed a loophole
through which merchandise and

" Dollars could flow to the Iron

Curtain,

Gilbert Pearsall Is
With First Galifornia

SAN FRANCISCO, Calif. — H.
T. Birr, Jr., President of the First
California Company announces
the election of Gilbert B. Pear-
sall as Vice-President.

Under Mr. Pearsall’s direction,
the First California Company will
handle the wholesale distribution
of the Blue Ridge Mutual Fund,
Inc, New England Fund and
Texas Fund, Inc. in ten Western
states. The three funds have
markedly different characteristics
and have been chosen to supple-
ment each other. New England is
a “pbalanced fund,” Blue Ridge is
a “diversified common stock fund,”
and Texas Fund is a “growth
company fund.”

“Well over 100 mutual funds,
each usually with its own repre-
sentative, compete for the time of
dealers and thejr salesmen. Mul-
tiple wholesaling,. a new and
welcome trend, combines funds
so .that one representative needs
but a fraction of the time re-
quired for separate representa-
tives of each fund,” Birr stated in
inouncing the appointment of
Pearsall.

The First California Company
will confine its wholesale fund
activity to representation of the
sponsors and service to dealers.
Following usual custom the retail
dealer’s business transactions will
be directly with the funds. The
First California Company will
furnish service to . investment
bankers in the ten Western states
by supplying current information
and sales material, efficient trans-
mission of orders and prompt and
accurate quotations. The staff
will consist of professionally
trained personnel.

Mr. Pearsall was formerly a
Vice - President of the George
Putnam Fund of Boston and prior
thereto, except for military serv-
ice, was, for several years, the
Syndicate Manager and a partner
of a leading New York Stock Ex-
change firm in New York City.

R. A. Harrison Opens

SACRAMENTO, Calif.—Richard
A. Harrison is engaging in the
securities business from offices at
220 Sixteenth Street. He ‘- was
formerly with King Merritt &
Co., Inc.

Arthur D. Weekes '

Arthur Delano Weekes passed
away at the age of 74 after a long
illness. Mr. Weekes prior to his
retirement was a . member of
Chauncey & .Co. and . Harvey
Fiske & Co. d

Joins James Ebert
(Special to THE FINANCIAL CHRONICLE)
BAKERSFIELD, Cal.—Richard
0. Atkinson 1s now affiliated with
James - Ebert Co., 120 Chester
Avenue., He was previously with
King Merritt & Co., Inc.
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Edward Volz Joins

Rauscher, Pierce & Gs.
Dingel, Halpern Appointed

SAN ANTONIO, Tex. — Raus-
cher, Pierce & Company, ‘inc.,
Milam Building, announce that
Edward T. Volz, formerly head of
Volz, Carswell
& Company
has become
associated
with them as
manager of
their Institu-
tional and
Dealey ‘Sales
Department.

Mr. Volz is
well-known in
municipal
circles, having

. entered the

securities
businessin
1929 with
Wachob-Bender Corporation, re-
maining with that firm as a Vice-
President until his entry into the
U. S. Navy during World War II
Shortly after termination of his
military service, Mr. Volz joined
First of Texas Corporation in San
Antonio as Vice-President and
sales manager, and, in 1948, or-
ganized Volz, Carswell & Com-
pany, which firm he headed until
his recent affiliation with Raus-
cher, Pierce & Company.

Eaward F. Dingel has been ap-
pointed Sales Manager of the Cor-
porate Department. With the ex-
ception of six years of military
servicé during World War II, Mr.
Dingel has been actively engaged
in the securities business since his
graduation from St. Mary’s Uni-
versity in 1936.

Milton Halpern has been re-
cently appointed Sales Manager
of the Municipal Department. Mr.
Halpern attended City College of
New York and Pace Institute,
after which he served five years
in the Air Force during World
War II. Since his return from
military service, Mr. Halpern has
been actively engaged in the
municipal department of Raus-
cher, Pierce & Company.

Baron, Dwyer With
Republic investment

CHICAGO, Ill. — Stanley J.
Baron has been elected Vice-Presi-
dent of Republic Investment Com-~
pany, 231 South La Salle Street.
Mr. Baron was formerly Cashier
for Francis I. du Pont & Company,
and prior thereto served in a sim-
ilar capacity for Norris & Kenly
and Dempsey & Company.

Donald Dwyer, formerly with
Sincere & Company, has joined
Republic Investment Company in
the. capacity of Assistant Cashier.

Simons, Linburn to
Admit Zaidenberg

Simons, Linburn & Co., 25 Broad
Street, New York City, members
of the New York Stock Exchange,
on August 7th will admit Milton
C. Zaidenberg to partnership. Mr.
Zaidenberg has been with the firm
for many years and is co-manager
of the underwriting department.

Oscar Gruss & Son
-+ To Be NYSE Member

Emanuel Gruss on August 7th
will acquire the New York Stock
Exchange membership and the
firm of Oscar Gruss & Co., 150
Broadway, New York City, will
become a member firm. Partners
are Oscar Gruss and Emanuel
Gruss. )

To Be Exchange Member

H. Peter Rose will acquire the
New York Stock Exchange mem-
bership of the late John F. May-
nard, Jr. on August 7th,

Laward 1. voiz
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Dollar Devaluation and
Sterling Convertibility

the Sterling Area. Britain’s finan-
cial independence and economic
future are at stake.

American aid in some form is
taken for granted. But it is not
expected to be big enough to off-
set the dollar deficits. To do so,
the new trend of thought is that
Multilateral, Convertibility must
be reestablished, international
confidence in the respective cur-
rency and thereby national sol-
vency restored. The owner of a
pound sterling should be able to
turn it into dollars — to use it
everywhere.

The French are attacking the
problem by trying to draw on
their private gold hoards. The
British idea is different and af-
fects us more closely. What is
“cooking” there was indicated to
this writer by well-informed peo-
ple at the time of his London visit
last winter. It was brought into
the open diplomatically, but un-
mistakably, in a speech delivered
in Chicago on May 16 by the
Labor Party’s last Chancellor of
the Exchequer, the Right Honor-
able Hugh Gaitskell.

Mr. Gaitskell’ss Viewpoint

Gaitskell is now the financial
leader of Her Majesty’s loyal op-
position. He belongs to the mod-
erate Attlee group, the foreign
policy of wkich is identical with
that of Churchill. He hopes to be
back in the Treasury and is not
prone to cheap demagoguery. In
fact, when a responsible Britisher
speaks abroad, and to Americans
at that, he will choose his words
as if he were in office. He would
not want to commit a blunder that
might disqualify him for future
missions, to say nothing of pos-
sibly damaging his nation’s bar-
gaining position. Indeed, Gait-
skell’s speech carried the ear-
marks of the authoritative; it was
distributed by the official British
Information Services. In all like-
lihood, it was cleared with the
State Department as well as with
the Cabinet.

Whose responsibility is the

.world’s dollar shortage, was Gait-

skell’s rhetorical question to start
with. Not Britain’s, was his an-
swer, nor America’s: :

“I know that many people are
inclined to think that it is all due
to British incompetence or idle-
ness or American greed and stu-
pidity. The facts give no support
to either view.” '

It is gratifying to learn that it
is not America’s greed or stupid-
ity that causes the dollar gap. As
to Britain, she is doing fine, the
Right Honorable gentleman
claims. Her national income
“catches up” with ours. “Since
prewar (British) production is up
40% and exports up 75%,” both in
physical volume. Yet the unfavor-
able dollar position persists, al-
though—

“, . . we (the British) are im-
porting less in volume and ex-
porting more than before the war,
but prices have gone slightly
against us and we have lost on
invisible exports. Taken ras a
whole our deficit is not much
larger than before the war (7).
The main causes of the Sterling
Areq deficit as compared with
prewar lie in the greater volume
of dollar imports into the rest of
the Sterling Area—especially In-
dia and South Africa—and in the
fact that the prices of two major
Sterling Area materials have not
risen by nearly as much as those
of dollar commodities. I refer to
gold which is still bought and sold
at its prewar dollar price and rub-
ber - which_. has ~risen, but apart
from the exotic period of 1950 and
1951, by a comparatively small
extent.” (Emphasis curs.)

In short, there is nothing wrong .
with or in good old England. If
the Sterling Area.lost 55% of its
gold and dollar reserve in 10
months’ time, the blame is on In~
dia and South Africa rather than
on the mother country, and on
American reluctance to pay the
right price for rubber and for
gold.

Statistics Misleading

Incidentally, the ex-Chancel-
lor’s statistics are entirely mis-
leading. What matters to Britain
is not the volume of her exports
in all directions; nor does their
rise mean much without reference
to the development of imports.
For example, in the first quarter
of this year compared with the
same period of 1951, there was a
41% increase in U. K. exports te
the Sterling Area, but only 13%
more went to the Dollar Area;
and dollar imports jumped by
63%!

The interesting point, however,
is the reference to rubber and
gold. If the trouble is due to the
fact that their prices are not high
enough, the remedy should be ob-
vious, as we shall see presently.

Mr. Gaitskell’s Remedy

“If we (the British) are aiming
at convertibility, the plan should
provide for a steady outflow of
gold from the U. S. A. over a pe-
riod of say ten years.” In other
words, convertibility presupposes
a multi-billion gold reserve. On
that, all British authorities agree.:
(In reality, while Britain was on
the gold standard, a reserve of
about $250 million used to suf-
fice to carry London’s short-term
liabilities which ran as high as
$2,500 million.)

Assuming that a huge gold re-
serve is essential: the only pos-
sible source is the U. S. There are
several ways to draw the precious
thing out of Uncle Sam’s clutches.
To step up American purchases
abroad in order to turn America’s
perennially favorable balance of
trade into a permanently unfavor-
able one, “should not be difficult,”
the Englishman tells us. But Gait-
skell is apparently not too hope-
ful about that. And he considers
the prospect of private capital
flow in large volume out of the
United States “rather remote.” He
applauds International Bank
loans, M. S. A. economic aid, Point
Four program and similar schemes,
but does not regard them as “a
satisfactory permanent basis for
trade equilibrium” — because of
“the hazards of renewal from year
to year.”

Dollar Devaluation!

What, then, is a satisfactory
basis that would provide the gold
with no year-to-year renewal
strings attached? Gaitskell had
two suggestions to offer; they rep-
resent British official thinking.
One would be international—
meaning American—price support
for (the Empire’s) raw materials;
the other, Dollar Devaluation.

“As to the dollar price of gold
(he said) I will say no more tham
that I think it merits reexamina-
tion, not because of the benefit an
increase might be to the produc-
ing countries (contrary to what
he said earlier!) but because of
the effects it would have on the
value of reserves in the rest of
the world in relation to trade
turnover. And whatever argu-
ments there may be against this—
and I can think of several myself
—let us not suppose that the dan-
ger of inflation in the U. S. A.
need be one of them. We have, all
.of us, surely- ceased, to suppose
that ‘the -supply of .money. inter-
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nally- must depend on the value
of gold reserves.”

Needless to say, the objective
in advocating dollar devaluation
is two-fold: to raise the dollar
revenues of the gold pniners
abroad; and to increase the (nom-
inal) gold reserves of the world.
On the second point, Gaitskell was
not specific. But taken in its con-
text, the proposal means patently;
that devaluing the dollar would
create by a mere stroke of the pen
a fresh gold reserve (in dollar
terms) which then could be given
away at no sacrifice to this nation.
No sacrifice, that is the point:
Americans would incur no addi-
tional tax burden, and domestic
prices need not'rise at all. That
is how simple it is—provided one
has swallowed the Keynesian
crackpot-economics and believes
that money-tinkering has no ef-
fect on prices.

Deflation: The Great Bugaboo

Devaluation would serve a fur-
ther purpose: to combat the com-
ing depression—the favorite buga-
boo of all Socialists. “There is
some danger,” Gaitskell warned,
“that the balance of payments
difficulties experienced by ...
Europe and the Sterling Area . . .
will cause a general deflationary
wave.” Moreover—

“it is not the immediate future
which seems to me to justify
anxiety, but the situation which
will develop as defense expendi-
ture in the U. S. A. begins to
flatten out and tail off. Will the
present high rate of saving con-
tinue? Will Civil Investment ex-
pand sufficiently to take up the
slack as defense orders drop? If
there is insufficient demand at
home, will the United States seek
to expand exports still further?
And failing this, will internal re-
cession not produce once again a
disproportionate fall.in (Ameri-
can) imports? '

“It is of supreme importance to
the world not to allow a recession
to develop in America. If the best
way of preventing it is to increase
American  exports further, then
this policy can only succeed if
additional dollars are made avail-
able over and above what would
be necessary in any case without
the further increase in exports.”

The Threat to U. S.

Through Gaitskell’'s argument
runs like a red thread the double
threat that unless we help Brit-
ain, she will have to resort to
further import cuts which would
hurt us; and that without giving
away “additional dollars”—mean-
ing billions of dollars—we would
run into a depression. The choice
is between putting them back in
business at the price of devalu-
ing the dollar, or courting a great
Depression and letting a de-
pressed world languish in the bi-
lateral quagmire of trade clear-
ings, foreign exchange controls,
import quotas, etc. It never oc-
curs to him—how could it?—that
there is a third road open to
Britain, the road Belgium has
chosen successfully: to disinflate
the domestic currency. But that
would be deflation, a deadly crime
in the Welfare State.

The shoe is on the other foot: it
would be an economic and politi-
cal crime to undertake another
multi-billion rescue action for
Britain—to say nothing of an ar-
bitrary dollar devaluation —as
long as she refuses to reform her
domestic economy. With or with-
out convertibility of the pound, a
new  shot-in-the-arm would
merely provide a new respite,
nothing more.

Fantastic as the British plan

(and in Cana%:hat at least
one Presidential aspirant, 3 very
outstanding pne,. has committed
himself to the Plan: to devalue
the dollar and to use the so-called
devaluation profits for an alleged-
ly last super-donation that would
make it possible to restore the
convertibility of the leading Eu-
ropean currencies.

Note the coincidence of the
Gaitskell speech with the latest
idea of Paul G. Hoffman, former
Marshall Plan chief and present
campaign manager of Eisenhower:
to revive the Marshall Plan in the
form of a permanent Overseas
Economic Administration. A con-
genial proposition to make foreign
aid permanent was announced
simultaneously by the World
Bank: to create a new institution
that would provide (American)
capital for international ventures
which are too risky for the Bret-
ton Woods set-up.

A Trial Balloon?

Maybe, the ‘Chicago speech was
to test the American reaction to
the idea of devaluing the dollar.
If so, the result is negligible;
there was practically no reaction.
However, it would be a great mis-
take not to take the proposition
seriously. "

For one thing, the desperate po-
sition of the pound has to be
borne in mind. It lives on a hand-
to-mouth basis, dependent on the
charity of America, the strained
patience of the Sterling Club
members, the whims of foreign
exchange speculators, on the va-
garies of raw material prices and
of the so-called terms of trade.
The British are really anxious to
be brought out of this humiliating,
extremely hazardous position
that stymies their energies and
disqualifies them as a major
Power.

Yet, no policy can be pursued
in the United Kingdom that would
reduce taxes, lower costs and re-
store the domestic balance be-
tween production and consump-
tion. The measures taken so far
—raising the Bank of England’s
discount rate to 4%, moderately
rastricting credits, etc.—had to
be ineffectual: the all-powerful
Trade Unions would not permit
them to go far enough in the de-
flationary direction. Therefore,
no alternative seems to exist but
the resort to American Aid on a
colossal scale—at the expense of
the dollar. .

Would public opinion in this
country, would a new President
and Congress, stand for that?

Caveant consules: which was
the Romans’ warning to be pre-
pared for danger.

Quincy Cass Adds

(Special to THe FINANCIAL CHRONICLE)
LOS ANGELES, Cal.—Norman
M. Banks has been added to the
staff of Quincy Cass Associates,
523 West Sixth Street, members
of the Los Angeles Stock Ex-
change.

With Francis 1. du Pont

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Vernon
C. Badham has become associated
with Francis I. du Pont & Co.,
722 South Spring Street. He was
formerly with Merrill -Lynch,
Pierce, Fenner & Beane.

First California Adds

(Special to THe FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—Joseph
E. Brodine has been added to the
staff of First California Company,
Incorporated, 647 South Spring
Street.
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" Banﬁl;andmumnce Stocks

By H. E. JOHNSON
This Week — Insurance Stocks

Operating results of fire insurance companies which have pub-
lished their statements for the first six months of the current year
indicate substantial improvement in underwriting over the cor-
responding period of 1951,

In most instances those fire companies that reported an under-
writing loss for the first half of last year have been able to show
a profit in the current period. In otker cases the underwriting

gain is considerably larger than in 1951,

Among the casualty companies, operations have continued to
unsatisfactory although the underwriting losses in most cases
are considerably below those of 1951.

One of the primary reasons for the improvement in fire un-
derwriting this year is that operations have not had to absorb
losses to the same extent as in 1951. Last year there was a large
carry-over of losses from the catastrophic storms which swept the
Northeast section of the Atlantic seaboard in November, 1950. The
widespread damage to property from these storms was so ex-

tensive that loss claims continued to flow to insurance companies
well into 1951, L

This resulted in an usually large volume of losses in the first
half of last year. As storm losses this year have been relatively
modest, claims for this line of underwriting have been substan-
tially below the first half of 1951. Thus, even though losses from
some of the other fire lines are above last year, total losses so far
are less than in 1951.

The reduction in losses has enabled the different companies
to convert the underwriting losses or nominal profits of last year
into sizable underwriting gains.

Concerning investment results, income from this source was
generally higher. Yields on bonds averaged higher in the period
and dividends on security holdings were well maintained, Some
benefit was also obtained from having a larger volume of funds
invested as a result of higher underwriting volume and reinvested
earnings from operations of the past 12 months.

The overall result was a good gain in operations for the first
half of 1952 as compared with the corresponding period of a year
ago. Although taxes abscrbed a part of the increase, final net in-
come was higher,

Two of the major companies in the fire insurance field, The
Continental Insurance Company and Fidelity-Phenix Fire Insur-

ance Company, are usually among the first to publish their
operating statements. As a means of illustrating some of the fore-
going factors, the operating results of these two institutions for
the first six months of 1952 compared with the similar period of
1951, are shown below. E

[ ) ~—Continental Insurance—
Six Months Ended June 30
1952 ° 1951

~——Fideflty-Fhenix—-
Six Months Ended June 30
1952 1951

Underwriting: $ $
Premiums written .._ 33,494,256 34,413,443
Increase in unearned

premium reserve.

$ $
27,274,426 28,117,323

1,557,282 2,791,213 9;70,380 2,005,842

Premiums earned ___
Losses incurred .___
Expenses incurred __

31,936,974 31,622,230
16,011,412 17,440,845
14,237,885 13,872,368

1,687,676 309,017

26,304,045 26,111,481
13,330,961 15,027,179
11,169,001 11,235,051
1,804,083

93

150,749*
Other profit and loss
items (net)

Undefwriting

1,687,676 309,017 1,804,176 = 150,749%

Investment:
Int, divs. and rents.

4,204,167
Expenses incurred —__

93,716
4,110,451

4,013,715
82,202

3,373.943
77,008

3,166,433
58,113

Net invest, income 3,913,513 3,296,935 3,108,320

Total Income
Prov. for Fed. Taxes

5,798,127
1,341,078

4,222,530
438,822

5,101,111
1,270,475

2,957,571
89,767

Net Income - 4,457,049 3,783,708 3,830,636 2,867,804

*Denotes loss.

The above figures are for the parent organizations only and
do not include operating results of subsidiaries except to the ex-
tent of dividends received. )

Other fire companies will be issuing their operating state-
ments in the weeks ahead. While experience may vary depending
upon the particular organization, results for the industry are
expected to conform to the general pattern outlined above.

| Fusz-Schmelzle Adds

(Special to THe FINANCIAL CHRONTCLE)

ST. LOUIS, Mo. — Richard S.

Joins Harris, Upham
(Special to Tue FINANCIAL CHRONTCLE)

WINSTON-SALEM, N. C.—John

Crawford has become associated E. Setzer is now associated with

(393) 17

Miss Allen leaves on
Mediterranean Tour

arjurie k. ‘Auen

Miss Marjorie E. Allen of Allen
& Company, 30 Broad Street, New
York City, is leaving today (July
31) by SwissAir for an extended
tour of Switzerland, Italy, Spain
and the Mediterranean, where she
will visit Geneva, Milan, Naples,
and other areas, “window-shop-
ping” for investment situations of
interest to American investors.

Bankers Offer Pa. Pow.
& L. Co. 4.40% Pf. Stk.

The First Boston Corp. and
Drexel & Co. head a group of
investment banking firms which
publicly offered on July 29 a new
issue of 100,000 Pennsylvania
Power & Light Co. 4.40% series
cumulative preferred stock, $100
par value, The stock is priced at
$100 per share. Redemption prices
range from 106 up to and includ-
ing July 1, 1957; at 104 thereafter
and up to July 1, 1962, and at
102 thereafter.

Proceeds from the financing will
be used to reimburse the company
forconstruction expenditures made
or to be made. For the three and
one-half year period ending Dec.
31, 1955, the company estimates
its construction requirements at
$119,000,000 of which approxi-
mately one-half will be used for
257,500 Kkilowatts of additional
generating capacity. Supplying
electric service in central eastern
Pennsylvania including the cities
of Harrisburg, Allentown and
Lancaster, the company has spent
$140,370,000 in net additions ‘to
plant since Jan. 1, 1947. The ag-
gregate name plate rating of the
company’s generating system now
totals 675,962 kilowatts.

Serving a large class of im-
portant industrial customers as
well as residential and rural cus-
tomers, the company had operat-
ing revenues of $86.068,000 for
the 12 months ended May 31, 1952,
and net income before preferred
dividend requirements of $13,077,-
000. The annual dividend require-
ment for all of the company’s
outstanding preferred stocks will
be $3,101,000, :

Carl C. Wakefield

Carl C. Wakefield of San Fran-
cisco passed away July 27th at the
age of 52. Mr. Wakefield headed
his own advertising agency, Carl
C. Wakefield & Co. of San Fran-
cisco. In the past he was a finan-
cial editor of the “San Francisco
Chronicle.”

BANK

and

INSURANCE
STOCKS

with Fusz-Schmelzle & Co., Boat- Harris, Upham & Co,, Pepper
men’s Bank Building, members of ‘Building. He was previously with
the Midwest Stock Exchange, Thomson & McKinnon.

may sound, the menace that the
dollar might be amputated for the

Three With Curtis Lipton Laird, Bissell & Meeds

sake of the pound must not be
dismissed - lightly. Mr. Gaitskell
would not have cared to bring it
into the open had he not been as-
sured of a.sympathetic attitude

(Special to Tre FINANCIAL CHRONICLE)
LOS ANGELES, Calif. — Fred
E. Fox, Francis H. Rogers and
Jackson A. Wilcox are now con-

R. S. Dickson Adds Joins Waddell & Reed

(Special to THe FINANCIAL CHRONICLE) (8pecial to Tae PINANCIAL CHRONTICLE)

CHARLOTTE, N. C. — Herbert = KANSAS CITY, Mo. — Max R.

Members New York Stock Exchange
Members New York Curb Exchange
120 BROADWAY, NEW YORK 5, N. ¥,
Telephone: BArclay 7-3500
Bell Teletype—NY "1-1248-49

(L. A. Glbbs, Manager Trading Dept.)’

in high American places, . Actu- ' Specialists in Bank Stocks

nected with Curtis Lipton Co., 338 R. Spaugh is now with R. S. Klein is. with Waddell & Reed,
ally, rumors circulate in London

South Western Avenue, Dickson & Co., Wilder Building.  Inc.,, 1012 Baltimore Avenue.

gitized for FRASER
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Business Leaders Voice
Confidence in Future

yost salesmen, and below the
dignity of some department stores
for that matter.

House-to-Ilouse Canvassing

) Effective

Some people feel that house-to-
house canvassing or selling has
gone out of style. But selling out-
side the store, and following up
prospects, is still fashionable in
some areas on the map. And these
people who are willing to do hard
selling seem to be the ones that
are getting the business. The ap-
pliance industry was built on
aggressive selling, looking for
prospects, individual contact, and
it may take that kind of selling
again.

There are substantial inventor-
jes on refrigerators, ranges, wash-
ers, TV sets, to mention four key
lines, at the manufacturing apd
wholesaling level, but these in-
ventories are gradually being cut
down by adjusting factory output
and by restocking dealers with
1952 models. While the huge bulk
of this year's promotion has been
centered on 1951 carry-over mer-
chandise at reduced prices, we are
beginning to see more floor dis-
plays and selling promotion on
1952 models.

This means that appliance in-
ventories in retail stores have
been . reduced to a point where
stock investment in the average
store is in proper relation to the
number- of ‘stock- turns required
1o run a profitable operation. The
average buyer should be open t
buy at this market. ‘

We hear lots of conflicting state-
ments about whether the discon-
tinuance of Regulation W has
helped the appliance business.
There has been a tremendous
pickup in sales throughout the
South and we believe more liberal
credit terms are helping to stimu-
late business. Its suspension was
not a cure-all, but a low down
payment or no payment at all, and
monthly payments stretched over
a longer period is making it possi-
ble for many people to buy the
products which they need. Many
of the Northern stores seem to be
promoting liberal terms but actu-
ally get 10% down and arrange
.18 to 24 months to pay.

Whatever happens in the steel
industry will have a bearing on
prices throughout the appliance
industry. The prospects of higher
cost of wages and materials will
most likely stop any price redue-
tions in the making at this time.
As a general rule, most major ap-
pliance .manufacturers will do
their best to hold prices where
they are today, and they would
be reluctant to raise prices unless
an increase is absolutely neces-
sary. Prices on current merchan-
dise will hold pretty firm. Cer-
tainly there are more prospects
for them going up rather than go-
ing down. 1

Most furniture store owners and
managers, and department store
executives as well, who want to

get in the appliance business in '
the right way, should take the |

time to visit the appliance exhibi-
tors at this market and find out
‘what is happening in the various
major appliance fields.

Trade-Ins Essential

Take refrigerators, first. Wheth-
er the merchant likes it or not,
trade-ins can no longer be dodged
or ignored. The saturation of
wired homes is almost 90%. About
65% of the refrigerators in use
are less than five years old. A
number of big stores are now run-
ning a safe and profitable trade-in
business. A Trade-In Store or De-
partment is a must in every major
appliance operation.

In the laundry equipment field,

the trend is toward automatic
washers and dryers. In 1951 at
least half of the laundry unit sales
were automatic —and the retail
dollar volume more than doubled
that of conventional washers. A
good trade-in operation enables a
dealer to move automatic washers
in the big-ticket bracket. The au-
tomatic washer business ‘is im-
proving and we look for a good
year. It is not a seasonal business

‘but our major activity starts at

this time, or very soon. Only a
relatively small number of major
stores are getting their share of
this billion dollar business.

In the past month or so, we
have seen a marked improvement
in the movement of electric ranges.
The range market is more stable,
with less price cutting, than any
other major appliance line. The
future of the electric range is
sreat. Already, one out ot every
four wired homes is equipped
with an electric range.

Promotion Needed

So we think that the answer for
the rest of the year and probably
for some time in the future is for
the retailer to have a program of
activity, a promotional program
that will create activity and build
traffic and create prospects for our
type of goods.

In the first place, we have made
quite a long study of the trade-in
business, and we have worked
with certain large retail accounts’
to test out various types of ideas
of how to run a trade-in business
profitably. And from that infor-
mation” 'we have published two
books which cover the complete
study. These publications are
complete enough to help any re-
tail account get in the business in
the right way and a profitable
way. "t : '

The appliance industry is style
conscious, and we think that goods
all the way along the line have
been improving in styling, right
through the years.

We do believe in color but we
add color in accessories and on in-
terior trims and things like that. It
is quite a problem to think of go-
ing into color from a production
angle, from a stock standpoint; if
you have to have three or four
colors, that adds to the investment
of the retailer and all that. We
doubt very much whether color is
going to be used much in the fu-
ture. We think color in the Kkit-
chen is going to be put in cabinets
and floor coverings, outside of the
equipment.

By JOHN E. MENZ
General Sales Manager, Kaiser
Aluminum & Chemical Sales, Inc.,
Chicago, Ill.

Increasing Importance of
Alumninum

Aluminum, one of our basic
metals, is rapidly assuming an
even greater place in our domestic
economy than it has held
in the past.

Aluminum
is ‘becoming a
key raw ma-
terial for mass
production.
On a physical
volume basis,
it is second
only to steel,
and its annual
usage is equal
to that of cop-
per and zinc
combined,
which are the
next two lead-
g ing contenders
among the metals. Steel is still
well in' the lead, but up to now
there has never been enough
aluminum available to permit its

Jonn L. ienz
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use on a broad scale in the mass
production markets. Today alu-
minum is on the threshold of a
new era. It will soon be available
in adequate quantities, for the first
time in the industry’s history.
Since Korea, the aluminum indus~
try has invested hundreds of mil-
lions of dollars in plants and
equipment to expand the primary
production of this versatile and
all important metal. By the end
of 1954, annual primary -produc-
tion will be almost double what
it was in 1950.

Such action, that is, industry
expansion, was taken to insure an
adequate supply of aluminum for
defense and defense supporting
industries and to provide a con-
tinuing supply of aluminum to
meet the expanding civilian de-
mand for goods made wholly or
partially of aluminum. It is antic-
ipated that the ‘total supply of
this metal — domestic and im-
ported, primary and scrap—will be
in the neighborhood of 4.2 to 4.3
billions of pounds annually by
1954, This will be almost double
the total industry supply for the
year 1950, pre-Korea. We have to
analyze that increase in capacity
in the light of the fact that the
industry increased its production
four times over, hetween 1939 and
1945, so you'can see there is eight-
fold increase as compared with
1939 production capacity.

Growing Home Uses

As a basic raw material in the
manufacture of consumer goods,
aluminum is already a familiar
metal to the American housewife.
This is by no means an accident.
For aluminum (and I use the term
to incluage the entire family of
aluminum alloys) has a unique
combination of _ characteristics
which makes it ideal for use in
the home. Most readily apparent
are aluminum’s light weight and
pleasing color. The metal does not
rust and has high resistance to

corrosion. It is non-toxic. It is an .

excellent conductor of heat and
electricity. 'Although this may
seem paraddéxical, aluminum is
also an excellent reflector of heat
and light. It is susceptible to a
variety of finishing treatment
which are decorative as well as
practical and enduring.

It is not strange, therefore, that
aluminum serves an increasing
number of uses in the home. Alu-
minum has added much to the
comfort and convenience of mod-
ern living, and in the future will
add even more. We in the indus-
try know that only a beginning
has been made. ’

Aluminum made its first entry

into the household as a cooking .

utensil. Its high heat conductivity,
non-toxicity, and ‘freedom from
rust make it the natural first
choice for this use.

The Housewife’s Friend

When appliance manufacturers
realized that weight is not essen-
tial to the technique of ironing
clothes, they eased the housewife’s
chore by equipping irons with
lightweight aluminum sole plates.
This resulted in better irons, too.
Less time is required to heat them,
heat distribution is more uniform,
and no rust can stain the clothes.

In just two years’ time, 1948 to
1950, " the amount of aluminum
used in household refrigerators
increased by 50%. It is used al-
most universally in the evaporator
unit, the heart of any refrigerator,
because of aluminum’s thermal
conductivity. There are other rea-
sons- too. Among them are ap-
pearance, freedom from mainte-
nance, cleanliness, compatibility
with foods, and light weight. Ice
cube trays, grids, shelving and
food storage containers are also
made of aluminum for the same
reasons.

A relatively new consumer prod-
uct is household foil. This is alu-
minum, rolled to a paper. thin

thickness and packaged in rolls

like wax paper. This material has
a wide variety of uses about the

home. When household foil was
introduced, public acceptance was
immediate, Demand has far ex-
ceeded the supply of metal allo-
catedyfor this use under the Con-
trolgne ‘erials Plan.

Vacuum cleaner manufacturers
have long been customers of the
aluminum industry. Vacuum
cleaners are constantly lifted,
carried and otherwise moved
about in daily use. They are sub-
ject to constant abuse and nor-
mally receive maintenance only
when they will not work. These
service requirements call for a
material which is light, strong
and durable; and which takes and
retains, without maintenance, an
attractive finish.

Manufacturers of lighting fix-
tures, heat lamps, sun lamps, take
advantage of still another charac-
teristic of aluminum-—its ability
to reflect light and heat. By prop-
er treatment during manufacture,
a dense, hard surface can be ap-
plied to the metal which reflects
a high percentage of incident ra-
diation. This surface is extremely
durable and retains its efficiency
under severe conditions of service.
The best reflectors are made of
aluminum.

There are countless other uses
of aluminum jn the home. For
use in and around the house are
deep-freeze boxes, food wrappers,
broilers, griddles, waffle grids,
stoves, vacuum bottles, step lad-
ders, clothes lines, clothes drying
racks, wheel-barrows, garden
tools, hand powered tools, sewing
machines and furniture. For ap-
plication on the home itself are
aluminum window screens, storm
windows, garage doors, mail
boxes, T. V. antennas and alu-
minum awnings. More and more
aluminum is being used in such
home construction appli¢ations as
electric wiring,insulation and roof-
ing material,and so forth. And new
uses appear on the market daily.

Makes Economic Sense

Aluminum is the choice of so
many designers and manufacturers

“because it is light weight, has

strength, freedom from mainte-
nance and corrosion, compatibility
with foods, good conductivity of
heat and electricity. Add to these
ease of manufacture and finishing.
That is why using aluminum
makes sound economic sense.

Since World War II, the price
of aluminum has remained rela-
tively stable while the price of
other metals has steadily climbed
to new highs. With the cost of
competitive metals increasing so
rapidly, aluminum is. fast becom-
ing a bargain material.

The outlook is bright for the
future! As aluminum production
is expanded and as material con-
trols are relaxed, may new devel-
opment projects will be under-
taken with renewed vigor. Manu-
facturers, their parts suppliers
and the aluminum producers will
bring to the consuming public
many new applications of alumi-~
num which will result in new and
enduring beauty, economy and
utility in the goods which are
marketed.” We in the aluminum
industry are confident that alumi-
num will make an even- greater
and more versatile contribution
to the products of the future.

Aluminum has not becn used to
any great degree in kitchen-
.dinette furniture. It is entirely
practical. Some place in the future
it shall be. Our industry has
operated under one tremendous
handicap; that is, we have never
‘had production capacity through
the years to be able to meet de-
mands for metal. As a result,
much of the development work
which has been undertaken has
not resulted in actual production
volume of the items that have
been worked on. You probably
have seen quite a good deal of
aluminum furniture.

And you probably have seen
office furniture and furniture
that is used in convention halls
made from -aluminum tubing,

welded together, which makes a
light and durable chair and in the -
judgment of many, a very at-
tractive chair. There is no reason
why aluminum will not some day
in the future be used for this pur-
pose more extensively. It may be
a matter of esthetics and a ques-
tion of education to accept alumi-
num as furniture for the dinette
or dining room, but it is an en-
tirely practical thing.

Electric Wiring

Aluminum electric wiring for
the house is approved by the Fire
Underwriters Laboratories. Some
homes can be wired with alumi-
num wiring. Aluminum has a con-
ductivity of electricity only about
60% of that of copper for the same
cross sectional area. However,
aluminum weighs less, about a
third of copper. So with about
half of the weight, you can get
the same conductivity with alumi-
num that you get with copper,
and when you consider the cost
of aluminum, which sells for 18¢
a pound in the raw state, and cop-
per around 25¢ a pound, the rela-
tive cost brings aluminum far
ahead from the standpoint of
economy. Very little aluminum
has been used in house wiring to
date. Our promotional effort of
any magnitude has not been made
up to this point. i

Just by way of illustration, to
show what the potentialities are,.
copper formerly was used for most.
of your transmission lines running.
across the country. Today about
90% of the transmission lines
built involve aluminum. Up until
very recently copper was the uni-
versal choice for secondary dis-
tribution; that is, wires you see
running down the alleys within
the cities, and aluminum today.
has taken a good segment of that.
market. We feel that in the future
aluminum will take a good por-
tion of the market for home wir-
ing applications, which is a sub-
stantial market. Virtually all of it
today is copper, but the econo-
mists are in favor of aluminum,
and we think that is going to be
the trend in the future, and we
certainly are making our plans
on that basis.

By STEELE WINTERER

President, A. & M. Karagheusian,
Inc., New York City

Corrective Forces in Carpets
Effective

A year and a half ago, the car~
pet industry entered a difficult
period in its history. At the Jan-
uary market in 1951, retailers ana
distributors,
generally, i)
were speculat- - !
ing on inven-
tories,and
manufacturers
in their zeal
to not miss
any of the act,
were over-
producing and
scrambling

~for raw ma-

terials in the
world mar-
kets. At that
time there
was a lot of
international bidding going on for
one raw material, namely wool,
and as a result wool prices sky-
rocketed to unheard of heights.
The combination of high prices;
over-buying, and over-production
created an impossible situation
that became recognizahle to even
the blindest in March 1951. Mar-
kets were glutted with high cost
goods and the consumer buying
wave subsided.

As is customary in our cconomy,
corrective forces went to work
and have now been working for
15 months with results both good
and bad. Good in the sense that
excessive inventories have been
reduced, but bad in that all the
products of this industry have
been made to appear to the con-
sumer as s0 many pounds of cot-

Steele Winterer
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ton, wool, and jute rather than
what they really are— products
of style with a definite contribu-
tion to make to a home.

"It’s no use blaming any single
factor in the industry for the
over-indulgence or the corrective
measures that took place. Manu-
facturers have been contributing
to the confusion by liquidating
drops and excessive inventories.
Retailers, particularly those who
, over-bought, started their famous
50 - and - 60 - off advertising and
although it is no longer- effective,
a lot of them don’t know how
to stop it.

All of this in the last 15 months
has left an inescapable conclusion
in the consumer’s mind that car-
pet is something you scout around
for as a bargain or you don’t buy
it at all. These corrective forces
have run their course. Carpet
wools apparently reached bottom
a month ago and since that time
have turned up in price. Other
raw materials show the same
trend. The effect of these correc-
tive forces has been to reduce the
price of carpets and rugs at whole-
sale from 30 to 35% from the
peak and these savings are being
passed on to consumers. The in-
dustry for all practical purposes
has wiped out the entire Korean
inflationary bulge. Few industries

have shown such an adjustment-

in the past year.

Best Dollar Investment

. As of this market we are en-
tesing a new era where wool and
blended carpets are priced at real
value levels.

we can start forward to assume our
rightful position of selling beauti-
fully styled carpets to the many
American homes that need them.

The carpet industry is producing

the widest range of fibres, fab-
rics, colors, weaves and patterns
in .its history.

There is a carpet for every pur-
pose. The values offered con-
sumers in terms of today’s budget
dollar, and in relation to such
basic things as food, clothing, and
shelter, make carpet one of‘the
best dollar investments today. Re-

" tailers know that April nousiug
starts were 108,000—a rate that is
well in excess of 1,000,000 a year
—and they also know that this
and the replacement market is
theirs if they are willing to make
the effort.

So, equipped with new and ex-
citing fabrics — with our infla-
tionary price structure behind us
—this industry stands ready again
to furnish the hundreds of thou-
sands of American homes needing
new carpet with excellent values
and topflight style.

Our experience this spring has
been one where our better grade
merchandise has sold best. Again,
I think that is a reflection of the
rural communities and the small-
er communities, where people
usually buy quality, and quality
above all else. Our experience
right now is that we would have
difficulty delivering some of our
best styled and highest quality
products. It would be as much
as six weeks to two months delay
on some of them.

Man-Made Fibres Permanent

The lower cost of wool carpets
will not appreciably slow down
the sale of man-made fibre car-
pets for the simple reason that
the carpet wools all come from
foreign countries. The supply of
carpet wools, without China, is a
limited product. There is so much
speculation and monkey business
going on with carpet wools that
is just doesn’t stay still a minute.

Man-made fibres are here to
stay in the industry, and their
use, and the knowledge of their
use is going to increase month bv
month, and their acceptance will
grow month by month as we move
along. One-quarter of the whole
production of man-made fibres is
contained in the carpet industry.

Among the largest selling man-

Inventories are no
longer extreme and once again

made fibres, viscose rayon is the
top one; acetate is in number two
position and we have other fibres,
such as nylon. Nylon is in about
number three position. Nylon, un-
fortunately, is extremely expen-
sive. There are a lot of experi-
ments going on with many other
fibres. Whenever you read of a
new fibre, I can guarantee it has
been in the carpet mill or several
carpet mills for sometime before
it got into clothes or anything
else, We are trying them all.

The cotton industry is largely
what we call a needle industry.
Very little cotton carpet is made
on the traditional carpet loom.
Many of the manufacturers of cot-
ton carpets are located in the
South, and those are a tufting
operation. It is an adaptation of
the bedspread tufting type of
operation, and I believe the yard-
age figures last year got up to a
little over half of the yardage
figures of the traditional carpet
industry.

By W. E. S. GRISWOLD, JR,
President, W. & J. Sloane,
New York City

Customers’ Psychological Blocks
Chief Business Deterrent.
Buying is quite normal in terms

of conditions today, which means

that shopping is very careful. We
expect that.the fall, 1952 selling

"'season is go-
. ing to be rea-

sonably good,
better than
1951, but cer-
tainly no run-
away and no
great bulge of
business.

Business has
been improv-
ing and we
feel that con-
ditions will
continue
to maintain a
good, steady
foundation
and will improve and will go into
a good successful season.

Our analysis of “the business
during the last few months is, of
course, apparently the reaction to
e borean bulge of 1951, but
more recently, mainly because of
purely psychological reasons.
There are many uncertainties in
every field of politics, and eco-
nomics, and war, and everything

W. E. S. Griswold, Jr

. is uncertain. We think that retail

consumers have felt that this is
not the time to buy, It is a very
contradictory situation, because
even the Federal Reserve Board
survey pointed out that six out of
every ten people they talked to
in January and February felt that
prices were going up; but only
one person out of ten felt that it
was a good time to buy. It is an
absolute contradiction.

It is, therefore, a psychological
situation, and in terms of future
business we will have to stimulate
desire and interest. 'The potential
is good, the financial situation of
customers is excellent, I don’t be-
lieve it has ever been better, but
we do have to break down the
psychological blocks that do exist
and create an interest and desire
and demand for merchandise.

This market sets an all-time
high for interest in the home
furnishings merchandise.

Joins Walter J. Hood

(Special to THE FINANCIAL CHRONICLE)

PORTLAND, Maine—Frederick
E. Tripp has become associated

‘with Walter J. Hood Co., 415 Con-

gress Street.” He was formerly
with J. Arthur Warner & Co.

Chalmers Wood

Chalmers Wood, partner of
Johnson & Wood, New York City,
passed away at.the age of 68 fol-
lowing a heart attack. Mr. Wood
had been a member of the New
York Stock ..Exchange for over
forty years.

Fernand Palerﬁolle
‘With Glore, Forgan

CHICAGO, Ill. — Fernand Pat-

ernotte, for the past 17 years =

Manager of the Wisconsin Invest-
ment Company, will become as-
sociated on Aug. 1 with Glore,
Forgan & Co., 135 South La Salle
Street, as Manager of the firm’s
Investment Advisory Department.
At the same time, Glore, Forgan
& Co. is entering into a contract
as investment advisors for the
Wisconsin Investment Company.
In his new position with .Glore,
Forgan & Co., Mr. Paternotte will
therefore continue to render ad-
visory services to the Milwaukee
investment trust.

Fernand Paternotte was born
and educated in Belgium and be-

‘came an American citizen in 1927,

Early in his business career he
associated himself with steam-
ship, export and import activities.
In 1926, he entered the securities
field in New York, and held posi-
tions of responsibility with several
long established investment firms.
Since 1935, he has been Secretary-
Treasurer and Manager of Wis-
consin Investment Company. In
this capacity he achieved a singu-
larly successful record as a port-
folio manager. For some. years,
Mr. Paternotte has also handled
individual accounts as a registered
investment advisor.

Mr. Paternotte’s association will
place him in charge of the Invest-
ment Advisory Department of
Glore, Forgan & Co., nationally
known securities underwriting
firm. This department was started
in 1937 and renders advisory and

. custodian services to individuals,

institutions and trusts on a fee
basis. Glore, Forgan & Co. is also
a member of the New York and
Midwest Stock Exchanges and the
New York Curb Exchange.

Beaver Lodge Gil
Stock at §234 per Sh.

An issue of | 75,000\ 'shares of
common stock (par $1) of Beaver

Lodge. Oil Corp. was offered pub-

licly on July 24 at $2.75 per share
by Beer & Co. and Harold S.
Stewart & Co.

The net proceeds from the sale
of this stock, together with funds
to be secured from production
loans from banks, are to be used

‘for the development of the Bea-

ver Lodge company’s San Juan
Basin gas properties in New
Mexico.

The company’s properties con-
sist of two principal groups, viz:
(1) leasehold interests covering
proven and undeveloped gas acre-
age in the Blanco Field of the
San Juan Basin in northwestern
New Mexico; and (2) undevel-
oped royalty and leasehold inter-
ests covering acreage in the Wil-
liston Basin in North Dakota,
some of -which interests are
proven for oil and some of which
are unproven.

With H. L. Robbins Co.

(Special {0 THE FINANCIAL CHRONICLE)
WORCESTER, Mass. — Hyman
A. Skiest is now with H. L. Rob-
bins & Co., Inc., 40 Pearl Street.

With McPherson & Co.

(Special {0 THE FINANCIAL CHRONICLE)
HOWELL, Mich.—Roy D. Ris-
don is now connected with Mec-
Pherson & Company, 105 West
Grand River Avenue.

Joins Beardslee Talbot

(Special to THE FINANCIAL CHRONICLE)
.MINNEAPOLIS, Minn.—Esther
C. Talbot is now associated with
Beardslee-Talbot Company, Min-
nesota Federal Building.

With Waddell & Reed

(Special to THE FINANCIAL CHRONICLE)
MINNEAPOLIS, Minn.—Helmer
E. Sjoquist is now with Waddell
& Reed, Inc.
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Canadian

The proposed formation in Can-
ada of a retail and mail order
branch, by Sears, Roebuck & Co.
of Chicago, in combination with
Simpsons, Ltd., a large retail mer-
chandising organization, is merely
a continuation of a phase of ex-
pansion of United States capital
into the Dominion’s area. For
many decades American manu-
facturers have established fac-
tories and branches in Canada, the
main purpose being, of course, to
reach the Canadian market by
avoiding the tariff duties levied
by the Canadian Government. But
the latest venture along these
lines in the retail merchandizing
field has a peculiar significance in
that it is proposed as a joint ven-
ture with an already well known
and established Canadian concern,
The venture is to be carried out
by the formation of a new com-
pany to be called the Simpsons-
Sears, Ltd. As of Jan. 7, 1953, the
new company will purchase the
Simpson Mail Order, Agency and
Order Office business. This com-
pany will be 50% owned by Simp-
sons, Ltd., and 50% by Sears, Roe-
buck.

The announcement of the new
organization, issued jointly by
Gen. Robert E. Wood, Chairman
of Sears, Roebuck & Co., and
Charles L. Burton, Chairman of
Simpsons, Ltd.,, made no mention
of financial terms. It culminated
many months of speculation.

The venture brings together the
largest department store corpora-

tion in the United States and one.

of the largest in Canada. The
management and personnel of
Simpsons-Sears, Ltd., will be dis-
tinctively Canadian with Edgar G.
Burton as President and chief ex-
ecutive officer,

Mr, Burton, terming the -devel-

~opment unique in Canadian mer-
:chandising history, made the fol-

lowing statement in connection
with the transaction:

“Formal approval of the sale of
the Simpsons Mail Order, Agency
and Order Office business to the
new Simpsons-Sears, Ltd., will be
asked of Simpsons, Ltd. share-
holders as soon as the formal doc-
uments are completed. After such
approval, the business of Simp-
sons, Ltd., will consist of its five
large department stores in To-
ronto, Montreal, London, Regina
and Halifax, as well as a half-in-
terest in Simpsons-Sears, Ltd.

“While this new development
does not involve any change in
the present management or con-
trol of Simpsons, Ltd., it will bring

to the long-established Simpson °

Department stores important new
merchandising advantages.”

Mr. Burton added that the com-
pletion of the transaction will
make it possible for Simpsons,
Ltd. to simplify and improve its
capital structure,

“When the formal agreement is
ratified by the shareholders,” he
said, “it is contemplated that all
of " the existing bonds and pre-

‘ferred shares of Simpsons, Ltd.,

will be called for redemption, and
subsequently the capital of the
company will consist of funded
obligations and common stock.”

It is~estimated that more than
85% of the goods to be sold by the
new company will be made in
Canada. Construction of the new
retail stores will commence as
soon as steel permits are avail-
able, A“

Simpsons, located in Montreal,
has for 80 years been an outstand-
ing retail merchandizing concern,
and has been operated without
participation of American capital
or American interests. Today, the
Canadian department store em-
ploys 16,000 persons with its 1951
earnings amounting to $3,014,941.

Securities

By WILLIAM J. McKAY

Sears, Roebuck, on the other
hand, operated 674 retail stores—
mostly in the United States—479
order offices and 11 mail order
plants. Its net sales in 1951 were
$2,700,000,000, but they will bulk
higher this year.

_Additional and rival organiza-
tions, such as the new Sears-
Simpsons combination, may be ex-
pected in view of the expanding
Canadian merchandizing markets.
Only recently it was announced
by Dr. Allen B. Du Mont, President
of the Du Mont Laboratories in
Clifton, N. J., that the company
has formed a Canadian subsidiary,
to be known as the Du Mont Tele-
vision and Electronics, Ltd., for
the purpose of effecting licensing
agreements with Canadian manu-"
facturing organizations for the
manufacture of Du Mont products
throughout Canada.

Harold Young Director s

Harold H. Young

Harold H. Young, partner of
Eastman, Dillon ‘& Co., of New
York City, has been elected a
director of Commonwealth Tele-
phone Co. of Dallas, Pennsylvania.
This company is one of the Sor-
doni Enterprises, headed by An-
drew J. Sordoni of Wilkes-Barre,
Secretary of Commerce for the
State of Pennsylvania.

Sunflower State 0il
Stock at $1 per Share

An issue of 300,000 shares of
common stock (par 10 cents) of
Sunflower State Oil Co., Inc., was
publicly offered on July 30 by
Israel & Co., New York, at $1 per
share “as a speculation.”

The net proceeds will be used
for Sunflower’s drilling program.
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Continued from page 3

Arbitrage in the
Corporate Bond Market

some time after the expiration
date of the rights.

Convertible Bond Price Factors

‘There are various factors which
determine the price of a convert-
ible bond. The most important
factor is the same factor existing
in a regular bond; namely, the
investment value, credit standing
of the corporation, the coupon
rate, and maturity date.

The second price determinant
is the conversion privilege. For
example, a stock may be selling at
$100 per share. Bonds are offered
to stockholders at par convertible
into stock at $105 per share, If the
investment value is near the par
level, the conversion feature is
very attractive; namely, if the
stock went up 5 or 6 points in
value, then the conversion factor
would immediately be taken into
account in the market value of
the bonds, and they would then
start acting marketwise more in
line with the common stock rather
than as a bond issue.

Another price determinant is
the attitude of the stockholder
in subscribing to these bonds. An
elementary price determinant,
which [ haven’t mentioned, is nat-
wrally supply and demand and if
the majority of the rights holders
do not wish to subscribe, you have
a large supply of rights which
means a large supply of bonds,
and this is at times a market de-
terrent as far as price is con-
cerned.

Another price determinant is
the market price of other issues
of the same corporation. Jf a cor-
poration has a high credit stand-
ing in the financial field, convert-
ible bonds are very attractive
because a purchaser receives two
incentives; namely, one, invest-
ment, and, two, a call or an option
‘to subscribe to stock somewhat
above the market, and this option
runs for a fairly long period of
time.

The last price determinant is
the amount of credit available by
banks in the form of loans to the
prospective buyers to finance the
purchase of these bonds. Not all
bonds are purchased for cash, as
you know. A great number are
purchased on a borrow basis
where a bank is willing to lend
anywhere from 75% to 90% of
the market value of the bonds to
the purchasers. At the present
time, banks are quite willing to
do that and receive anywhere
from 2% to 3% % interest return

on their money, and they have ’

little risk as far as the loan is
concerned, as they lend only a
maximum of 90% of the bond
wvalue.

Another form of credit which
has recently been innovated has
been the Federal Reserve System
rule that in order to enable cor-
porations to carry out capital ex-
pansion, a right holder need only
put up 25% of the subscription
price to exercise “his privilege.
Under ordinary margin regula-
tions, you must put up 75% of
the price, while right holders who
exercise the privilege need only
put up 25%.

The New A T & T Issue

An example of this operation
at the present time is the new
American Telephone and Tele-
graph issue. These bonds are not
underwritten and past issues have
never been underwritten due to
the well-known financial status
of American Telephone.

They are 3%2% bonds due in
1964, not secured by any mort-
gage, being issued in the principal
amount of $500 million. A holder
of the stock receives the right to
subscribe to $100 principal amount

of bonds at 100% for every seven
shares held.

The bonds are convertible after
Sept. 30, 1952, into one share of
stock, which is currently selling
at $154 for each $100 bond held,
upon an additional cash payment
of $36 per share; so, in effect, the
conversion price is $136.

Forgetting about the investment
value of the bonds, you can see
that with the stock selling at $154
with a conversion price of $136,
the bonds are worth approxi-
mately $118, which gives the right
holder a valuable privilege.

The bonds sell at 115%, not at
118, which is on arbitrage parity,
because of dividend and interest
adjustment, which must be made
between now and the end of Sep-
tember; namely, the bond only
pays at the rate of 3%2% per an-
num and the stock pays $9. There-
fore, the sale of the stock today
incurs at the rate of $9 per annum
dividend loss, while you only pick
up 3% % interest profit.

This is not the first issue sold
by the Telephone Company in this
manner. There were five previous
issues ranging from 23 % coupons
to 3% % coupons and maturity
dates ranging from 1957 to 1963.
Conversion prices of these bonds
range from $138 a share to $146
per share.

The effect of arbitraging on
these bonds has been substantial

‘ever since their issue. In fact, as

of a year ago, $648 million of these
bonds were outstanding and just a
year later, the amount outstanding
has been reduced to $315 million,
which means that $330 odd mil-
lion of these bonds have been
converted into stock.

In that conversion, the Telephone
Company has picked up an addi-
tional amount of cash averaging
about 40% or some $130 million
additional funds due to the fact
that the converter in presenting
his bond must pay cash to the
company at the same time.

The operation that has reduced
these bonds in such substantial
principal amount has been in part
by conversion by the bondhold-
er in order to receive the larger
return; namely anywhere from
23 to 3% % into a stock that pays
9%. But the majority of conver-
sions have been affected by the
arbitrageur by purchasing bonds
in the open market and the sale
of stock simultaneously in the
market,

Pressure on Stocks

eration is a continuous pressure of
selling on the stock. High grade
utility common stock yields in the
last three years as shown by Reis
& Chandler, Utility Consultants,
have declined from about a 6%
yield basis down to 5.35%. How-
ever, the pressure of additional
stock created by the conversion of
Telephone bonds has caused a com-
paratively narrow price range in

the stocl, between 147 and 163-

in the last three-year period, and
the yield has ranged between
6% % and 5% % and presently is
5.85%.

On a straight statistical com-
parative basis, American Tele-
phone appears under priced com-
pared to other issues. However,
this continuous increase in equity
capitalization and resultant dilu-
tion of earnings per share has
been an effective deterrent in
keeping the price of the stock
down.

In addition to that, this new is-
sue of $500 million has created
additi_onal selling of the stock, but
peculiarly enough, the public has
been such susbtantial buyers of
the Telephone stock on an invest-
ment basis, that this new stock

The effect pricewise on this op-.
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has been readily absorbed in the
market. The new 3%% issue
started trading the middle of last
month and arbitraging has been
continuously taking place. Never-
theless, the range on American
Telephone stock has been less
than one-half of a point in that
time. )

The second type of convertible
bond issue is that sold directly by
the issuer via underwriters to the
public. The market pressure and
arbitrage pressure is less than in
the type issue sold via rights. The
reason for this is that the under-
writers form a large group of in-
vestment bankers who know in
advance the principal amount of
bonds allocated to each and the
issue usually is largely sold as of
the day of the offer,

The price of these convertible
bonds is determined by the same
factors that determine the price
of convertible bonds sold via
rights; namely, investment value,
credit standing of the corporation,
amount of credit available, con-
version privilege and general
stock market - sentiment at the
time. The only factor not affect-
ing the bonds, as I said before, is
the pressure of the rights in the
open market,

Dow Chemical Underwriting

An example of a convertible
bond sold via underwriters a
couple of weeks ago is the Dow
Chemical 3% bond due in 1982,
principal amount $100 million,
sold at 101% via a large group of
underwriters. While the stock
sells at $118 a share, the conver-
sion feature is at $150 a share;
namely, a bondholder does  not
have any opportunity to profit-
ably convert his bond unless the
stock goes above $150. For this
reason there was no arbitrage ef-
fect on the stock at all due to the
large premium in the conversion
feature over stock market price
existing at the time.

I thought it might be interest-
ing to give comparisons as to why
convertible, bonds sell at differ-
ent levels, American Telephone
3ls, one issue which I men-
tioned to you, rate about a 2.85%
investment value, which is 106
for the bond, yet the bonds sell
at 115%, which is on a straight
conversion basis. Now, the rea-
son the market does not place any
permium over conversion on this
issue is, firstly, there were many
previous issues of the same type.
The investment market is some-
what saturated with these bonds.
The name is American Telephone
and while it is a prime name in
the investment  field, portfolios
must be diversified and invest-
ment trusts, insurance companies,
individuals, ‘banks and estates
have just about as many Tele-
phone bonds as their portfolios
can justify. Therefore, you do not
have any premium on the bond
over conversion price,

The next reason is the large
size of the issue—500 million of
new bonds on top of approxi-
mately $300 million of similar
type issues act as an economic
over-supply of bonds, and, there-
fore, the main price support is the
stock.

Houston Lighting Convertibles

Another issue just sold via
rights is Houston Lighting, 3% %
bonds due in 1967. The bonds
have an investment value of ap-
proximately 3% which is 1031
for the bonds on a straight invest-
ment basis. The bonds are con-
vertible after July 1, 1953 for a
two-year period into stock at
$17% a share. The stock sells at
$21, which after making an ad-
justment for interest and divi-
dends gives the bonds a conver-
sion value of 114% as against an
investment value of 1031 yet the
Eo;lds sell at 116 on the open mar-

et.

In the previous example I gave
of the Telephone Company, the
bonds sell at no premium, yet here
the Houstons sell at higher than

a valuable conversion feature jus-
tifies. The reason for this is it is
a new issue of this corporation.
There is no similar bond outstand-
ing. It is a new piece of merchan-
dise, if I may put it that way, for
the investment fraternity and it
is much smaller in size. There-
fore, these are important market
factors in terms of premium,

Another reason is the differ-
ence in territory. American Tele-
phone operates pretty much
throughout the country, while
Houston Lighting’s operation is
confined to the Houston, Texas
area, which has shown greater ex-
pansion in the last 10 years and
this expansion has led to a rapid
increase in earnings per share of
common stock, has caused two
split-ups in the common stock, and
logically has a bullish sentiment
on the stock marketwise. This
past performance of the stock is
one of the factors that causes in-
vestors to be willing to pay a pre-
mium over conversion value for
the bonds—the likelihood that the
dividends might be further in-
creased in the future adds ro-
mance to the issue while in the
case of American Telephone, the
dividend of $9 per share has been
unchanged for some 30 years.

Dow in Growth Industry

The third example as to price
factor is the Dow Chemicals,
which I previously mentioned. The
investment value of Dow’s of ap-
proximately 3.15% is 97 for the
bonds. The bonds were offered to
the public at 101% and immedi-
ately went to a premium, selling
at 1021, which is 5% points or
roughly 6% above the investment
value. The stock sells at 118, yet
the conversion price is $150, which
is far above the market price of
the stock. Yet the reason for the
conversion premium here is the
nature of the industry. The two
previous examples are utility
bonds, which do not have the dy-
namic growth features of a chem-
ical company. Dow’s plant capa-
city is probably five times that of
10 years ago. The outlook is for
further expansion of earnings and
even though the conversion priv-
ilege is far above the market, in-
vestors are willing to pay the 6%
premium to have a long-term call
on the common stock, in effect a
call on the most popular growth
industry in the United States.

As I said before, this sale of
bonds had no effect on the price
of the stock in view of .the fact
that the stock was selling substan-
tially below conversion price. The
arbitrage transaction in Telephone
securities, which is a purchase of
rights and a sale of bonds or the
purchase of convertible bonds and
the sale of stock, have a direct
market influence,

Partial Arbitrage

There is another type of arbi-
trage which is not generally prac-
ticed but is sometimes very effec-
tive and is known as a_ partial
arbitrage. The reason for a partial
arbitrage is that it gives protec-
tion to long positions in securi-
ties if a holder is bullish; and at
the same time affords protection
and gives opportunities in a bear
market for profit.

The Houston 3%s, which I
mentioned before, might be placed
in this category. The mathe-
matical operation is as follows: A
$1,000 Houston bond is convertible
into approximately 57 shares of
stock. If one buys a bond at 116,
which is a cost of $1,160, and only
sells half the stock in the market,
namely, 28 shares, he receives
$560. He is then the theoretical
owner of another 29 shares of
stock, if he wishes to convert. If
he does not wish to convert, he is
short 28 shares of stock that he
sold. ‘

Here is what happens if you
have a strong market in a position
of that type: Assuming that
Houston Lighting went to $30 a
share, the holder of this position
could then sell the remaining 29

shares of stock, which he has not
yet sold, at $30, receives $870 plus
his original sales price, which
would give him a total sale pro-
ceeds of $1,430, while the original
cost of the bond was $1,160. We
would have a profit of $270 on the
operation.

With this identically same posi-
tion in a weak market, he might
also realize a profit. Assume that
Houston Lighting sells at $13 per
share. The short position of 28
shares is covered at $13 a share
or a total cost of $364, while the
original sale was made at $560,
showing a profit of $196. The one
bond at a cost of $1,160 is sold at
its investment value of 103% or a
loss of $130. Therefore, a net
profit of $66 is realized despite a
declining market both in the stock
and in the bonds.

Reorganization Bonds

The third category of corporate
bonds that are affected by an
arbitrage transaction are bonds
related to a reorganization plan.
The old bonds in existence that
are subject to the terms of a re-
organization plan invariably re-
ceive a different type of new se-
curities than the old bond itself
represents.

These bonds usually act sepa-
rate and distinct from the general
corporate bond market because
they no longer consist of one unit,
but their value is determined by
the component parts of the vari-
ous units receivable under the
plan of reorganization.

Prior to the receipt of these
new securities, trading takes place
usually in the over-the-counter
market in the form of “when is-
sued” contracts entered into be-
tween the buyer and the seller
where the seller contracts to de-
liver to the buyer a specific num-
ber of shares or a specific principal
amount of bonds at a set price as
of the date of issue of these new
securities, when, as and if the plan
is consummated. If the plan is not
consummated, contracts are can-
celled and all obligations under
“when issued” contracts are can-
celled.

The price of the “when issued”
security, which directly affects the
old bond, is determined by miCy
factors. The price of the new
bond is determined by its relative
investment value, conversion fea-
tures that are also present in some
cases in the new bonds, and the
new stocks pricewise are deter-
mined by investment and specu-
lative sentiment existing at the
time the trading starts, outlook
for earnings and the probability
or improbability of their ever
coming into existence.

Legal Delays

There are various legal phases
that must be gone through before
final consummation of the plans.
Ordinarily, reorganization plans
are promulgated when the outlook
for earnings is good so that a
major portion of the security
holders that must approve the
plan of reorganization are opti-
mistic for the'outlook for securi-
ties to be received.

This very background usually
leads to a gradual price rise in the
“when issued” securities from the
time of their inception to the time
of final consummation of the plan.

When these “when issued” se-
curities start trading, they are
priced on a comparative basis with
other securities in the same in-
dustry, but sell at a discount from
comparative value due to the pos-
sibility of the plan never being
consummated and the indefinite
time element of such consumma-
tion.

There are various legal steps
that must be accomplished, for
example, in a. railroad reorgani-
zation: Number one, agreement by
the majority of the groups of large
security holders of the plan itself,
submission to a Government
agency, namely the- Interstate
Commerce Commission, approval
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by the ICC of the plan, presenta-
tion of the plan to the' Federal
Court for approval, then voting
by the security holders, then con-
firmation of the plan by the same
Federal Court. Objectors have a
right to appeal before the ICC,
the Federal Court, the Circuit
Court of Appeals and the Supreme
Court of the United States, which
sometimes takes two or three
years. During this time as the
plan progresses, there is usually a
direct market influence on the
new securities and these fluctua-
tions of the new securities via
arbitrage transactions are reflected
in the prices of the old corporate
bonds.

The old corporate bonds sell in-
variably at a discount from the
value based upon “when issued”
markets due to the time element
and the possibility that the plan
may not be consummated. But as
time goes on and it is more likely
that the plan will go through, this
discount from true value disap-
pears so that on the actual day of
consummation, they are selling on
a parity basis.

The Missouri Pacific  Case

There is one major case pending
at the present time as an illustra-
tion, Missouri Pacific Railroad.
The Road has been in bankruptcy
since the early 30’s. A plan was
approved by the ICC in the early
40’s, went through the courts,
“when issued” trading had taken
place. The bonds started going up
based upon “when issued” arbi-
trage in the new securities.
Finally, the plan was remanded
to the ICC for revision due to
changed economic conditions
caused by the war. The plan was
finally cancelled. The immediate
effect of such cancellation was the
voiding of the “when issued” con-
tracts and a temporary drop in the
price of the old corporate bonds.

Another plan of reorganization
was promulgated by security hold-
ers and approved by the ICC in
1949.

The status of the plan today is
that the ICC approved the plan. It
went to the Federal Court for ap-
proval where it was approved.
Balloting took place amongst the
bondholddrs and the preferred
stockholders. The common stock-
holders were wiped out and could
not vote. The balloting was in
favor of the plan and the court
confirmed the plan.

During this time, “when issued”
trading had started in the new
securities proposed under the
plan, namely, new first mortgage
bonds, new income bonds, pre-
ferred stock and common stock.

The plan was appealed through
the Supreme Court, and upheld.
Nevertheless other legal obstacles
are being thrown in the way of
consummation of the plan. Charges
of fraud in the counting of the
ballots have been made by the
Robert Young interests who hold
mainly common stock which re-
ceives no treatment under the
plan. Also the ICC is examining
“changed economic conditions” to
determine if a plan change is war-
ranted.

In fact, only a short time ago,
Supreme Court Justice Frank-
furter castigated the plan, even
though he was not acting with
regard to a pending proceeding.
pointing out the unfair aspects of
wiping out a large group of secur-
ity holders, namely, the common
stock. even though common stock
earnings had been substantial for
the last ten years.

One of the bond issues. for ex-
ample, is Moo general 4% bonds
which sell for 106 in the market,
and receive avvoroximately 16
shares of preferred stock under
the proposed plan. Preferred stock
is traded “when isrned” over the
counter and sells at $80 per share.

On a statistical basis,.the stock
carries. 5% cumulative preferred-
dividend from 1948. so there are
roughly $25 ver: share included in
that price of $80, which gives an

effective price of 55 ‘ex the accu-
mulation, which is substantially
below its real value in relation to
other railroad preferreds.

The reason for this price dis-
parity is doubt regarding the con-
summation of the plan. This price
of $80 is reflected in the price of
the general 4’s of 106, which on an
arbitrage basis are worth about
22 points more, or about 128. But
if the new preferred were more
in line with true value, these old
bonds would probably be worth
between 135 and 140.

The risks in buying the old
bonds are obvious, namely, the

elayed consummation, possible
change in earnings before consum-
mation, and the fact that it might
never be consummated at all.

Based on past performance, we
have the benefit of hindsight in
making these predictions.

Erie vs. New York Central

Some 10 years ago, the Erie
Railroad reorganized. They had
a refunding 5% issue that re-
ceived a small percentage of in-
come bonds, a small amount of
preferred and a large amount of
common stock which started trad-
ing over the counter at around $3
per share.

These “when issued” stocks are
not generally known in the in-
vestment or speculative fields
throughout the country, and,
therefore, sell at a fairly low price
in comparison with other like is-
sues,

A statistical analysis was made
at that time of Erie selling at $3
and New York Central selling at
$12, and it appeared a clear-cut
case of Erie being worth as much
as New York Central selling at
$12 a share. Both railroads oper-
ate in pretty much the same area
although Erie is a much smaller
road. Erie is primarily a freight
railroad, which is bullish, while
New York Central does a substan-
tial passenger business which is at
times unprofitable. Their past
earnings fluctuated pretty much
in the same manner.

The recommendations made to
the holders of New York Central

were to sell their stock and buy,

four times the amount of Erie
common. That recommendation
became pretty general and caused
a switch out of Central. This
switch and straight buying caused
a strengthening in price of Erie
which flowed over to the Erie re-
funding 5% issue. The plan was
consummated and ever since Erie
has gone over the price of Cen-
tral. Today Erie sells at $21 and
New York Central sells at $19. So,
in effect, it has crossed the price
of Central, and the man who made
the swap now owns three shares
of Erie at no cost in addition to
having two points more profit on
one share of Erie against Central.

Another type of bond is a new
bond issued in connection with a
reorganization plan, which is also
convertible into a new security,
convertible on terms similar to the
example of the Telephone Com-
pany or Dow Chemical, except the
conversion is far away from' the
market at the time of issuance. If
earnings improve sufficiently, the
conversion privilege does come
into value.

New York-New Haven Situation

An example is the New York-
New Haven 4% income bonds,
which started trading in 1947, is-
sued in exchange for old secu-
rities of the New Haven, which
was in bankruptcy. New first
mortgage bonds were issued, in-
come bonds, preferred and com-
mon. At the time, the preferred
sold at around $18 a share, the in-
come bonds around 30, and each
$100 income bond was and still is
convertible into one share of pre-
ferred stock.

At the time of issuance, the con-
version feature had no value and
was largely -ignored marketwise,
Due to the changed earning pic-
ture of the New Haven Railroad,
only two weeks ago, New Haven

incomes sold at 57% and preferred
stock sold at 57, practically on
straight conversion. Now, the ar-
bitrageur aware of this situation
could go short of New Haven pre-
ferred at 57 and buy New Haven
incomes at 57%. If we continue in
a strong market, the loss is lim-
ited to a half of a point.

Yet if the market went down so
that the semi-investment value of
New Haven incomes came into
play in valuing the bonds, while
the preferred stock sold off based

upon bearish speculative senti- |

ments, you see you would have a
profit on the short side of the
preferred and a smaller loss on
the long side of the bonds. Only
on Friday (July 18), the preferred
sold at 551, while the bonds
stayed at 57, an immediate spread-
ing of price relationship.

Norfolk Southern Income 5s

Another example is that of Nor-
folk Southern income 5s, which
were issued in the early ’40s, con-
vertible into 40 shares of stock
for each thousand dollar bond.
The bonds sold for about 25 and
the stock for 11%. The conversion
feature had no value. But as of
today, due to a rehabilitation of
the road and the upward earn-
ings, the entire bond issue has been
called for redemption at par. The
stock sells at $35 which is ap-
proximately 140% for bonds and
practically all the bonds will be
converted into stock. No bonds
will be presented for cash pay-
ment due to the present value
given to the conversion feature.

Here is an example of a cor-
poration being able to retire a
debt without the payment of any
cash from its treasury due to the
conversion feature of the bonds
which affords the holders the
right to either convert or to sell
them in the open market where
the arbitrageur realizes a small
profit in the purchase of bonds
and simultaneous sale of stock.

American & Foreign Power Plan

The final example of a type of
arbitrage which affects corporate
bonds, though indirectly, is the
recently consummated American
and Foreign Power Plan. Foreign
Power had outstanding a 5% bond
issue, which was not affected di-
rectly by the plan at all. The
bonds remained outstanding. They
were paying interest currently
and the company was solvent.

However, there were a first pre-
ferred, second preferred and com-
mon stocks outstanding. First
preferred had large arrearages, as
the second preferred did, and
there was a disparity of voting
power based upon the interests of
each security holder in the assets
and earnings of the corporation.

The SEC and security holders
promulgated a reorganization plan,
which was approved by the court,
wherein the common holders re-
ceived a very small number of
new common shares, the second
preferred a bit larger, with the
bulk of the new publicly owned
securities going to the first pre-
ferred holders, consisting of new
480% debentures which were
subordinate to the existing 5%
debentures and new common
stock.

The arbitrage transaction was
buying the old first preferreds
and selling the new 4.80% subor-
dinate debentures and the new
common,

The market pressure on the 4.80s
was such that they were put down
to a level that holders of 5%
bonds, which were not directly
affected by the plan, saw it was
advantageous on an investment
basis, or thought it was, to sell
their bonds and purchase the
480s. This type of operation
caused a weakening in the mar-
ket of the 5s even though they
had no direct relationship to the
arbitrage or the recapitalization
plan.

Conclusion

In conclusion, the effect of ar-

bitrage on the convertible corpo-

rate bond market is nil when gen-
eral security prices are low and
have some mild effect at the
medium range. The main effect
is at high levels where the price
of common stocks gives a value to
the ‘bonds substantially in excess
of their true investment value.
In times of low prices, corpora-
tions must resort to mortgage bond
issues that sell on an investment
basis, because the only attraction
they have is to the straight in-
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vestor, while a convertible bond,
in addition to being an invest-
ment, represents an option to
purchase stock or to exchange the
bond into stock at a price usually
somewhat above the existing price
at the time of- issue,
Reorganization plans and their
progress have a continuous effect
on the prices of the bonds espe—
cially when markets have been
established for the new securities.

Securities Salesman’s Corner

By JOHN DUTTON

Controlling the Interview
PART I

The Sales Institute Of Amer-
ica has granted me permission
to use material presented in
their recent release to members
entitled “Controlling The Inter-
view.” The entire release can be
obtained by writing them at
Norwalk, Conn.—J, D.

It is a well recognized fact,
backed up by the experience of
the foremost sales executives, that
unless a salesman can obtain com-
mand of an interview his chances
of making the sale are almost nil.
Many otherwise hard working and
intelligent salesmen go on day
after day making call after call
with only mediocre results;
whereas just one change in their
approach to sales work would pro-
duce a substantial increase in their
effectiveness and earning power.
That change would be somewhere
along the line of contact with their
prospect. It would be brought
about first of all, by a change in
attitude on the part of the sales-
man. It would be a reversal of the
sort: of thinking which implies,
“Will you do something for me?”
into one which says, “Let us ex-
plore what we can do for you.”

Successful salesmen eithet con-
sciously or unconsciously have de-
veloped this attitude of making
their - business important. They
have taken their work out of the
rut of canvassing—of order tak-
ing—of monotonous call making—
of hit or miss asking for appoint-
ments. They look upon their work
as a professional man who is en-
gaged in a highly worthwhile en-
deavor. They say .and do the
things that carry forth this im-
pression and it is evident not alone
to their prospects and customers,
but to their friends and associates
as well,

The Reasons Why Control Is Lost

One of the first reasons why
control is lost is that the salesman
often allows himself to be drawn
into making his presentation
under adverse conditions. Take the
case where you enter an office
and you are asked to sit at a great
distance from your prospect, or at
an unfavorable angle. Why not set
the stage properly—why not give
your prospect an even break, as
well as yourself? Why not say,
“Do you mind if I bring a chair
closer to you? There’ll be some
things you will want to see.” Or
the. often repeated outer-office
stall where the prospect makes no
apparent effort to take the sales-
man into the office. The Sales In-
stitute suggests this, “I wonder if
there is somewhere we can talk in
more privacy? Perhaps a meeting
room or your office.” Then there
is the prospect who suggests that
you make your presentation while
he is behind a railing. The sales-
man asks—*“Do you mind if I scome
in for a few minutes? There is
really no place here for you to see
what we have.” Unless you can
obtain a favorable setting for your

interview it is best to arrange for -

a call-back when it will be more
convenient.

Sometimes a satisfactory job of
sales presentation can be- accom-

plished under adverse conditions.
My own &xperience in field work,
however, leads me to believe that
the time and effort wasted in try-
ing to do business under unsatis-
factory conditions does not pay for
the occasional exception to this
rule. Obtain an audience under
favorable conditions or don’t try:-
to sell.

Another cause of lost control is
when the salesman allows himsel
to be rushed by the “Hurry up-.
Give me the high spots,” kind of
request. Here is the suggested way
to handle this one. The skillful
salesman who realizes that the
prospect does not know what he
had planned to say, comments—*“E
can see you are way ahead of me
Mr. Allen, so I'll brief it down.”
Then he continues just as he
would have done had the request
not been made.

Again, control is lost when the
prospect asks a salesman to. prove
a point and the salesman is not
prepared to do so. The way to
avoid this sort of situation is by
knowing your business. Any sales-
man who doesn’t know his prod-
uct, his purpose, the benefits to be
provided the customer if he buys,
can readily acquire such knowl-
edge.

Control can be lost by allowing
a presentation to ramble. This can
be remedied by experience in the
field. Like everything. else you
learn by doing.

Debatable questions asked by a
salesman are unnecessary and
cause a loss of control during the
interview. Such questions as “Is
it your opinion that . ., . ?” “I
think that don’t you?” or any
question that can lead to a conflict
of opinion, should be avoided.

There are other unavoidable de—
velopments that cause a loss of
control. These will be taken up in
Article II of this series next week.
Methods of handling telephone in-
terruptions, inattention etc. will be
presented.

King Merritt Adds Two“ '

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif—Heber
G. Harrison and J. M. Lenz are
now connected with King Merritt
& Co., Inc., 1151 South Broadway.

Two With Mitchum Tully

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—W. N.
L. Hutchinson Jr. and James W.
Lewis are now associated with
Mitchum, Tully & Co., 650 South
Spring Street.

Jas. E. Reed Admits

SALT LAKE CITY, Utah —
James E. Reed has admitted
George P. Unseld to limited part-
nership in James E. Reed Co.,
Judge Building,

Joins Morgan Staff

(Special to THE FINANCIAL CHRONICLE)
LOS ANGELES, Calif.—David
J. Wells has become connected
with Morgan & Co., 634 South

‘Spring Street, members of the Los

Angeles. Stock Exchange.
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NEWS ABOUT BANKS
AND BANKERS

CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC.
REVISED
CAPITALIZATIONS

Horace C. Flanigan, President
of Manufacturers Trust Company
of New York announces that
Marion Harper, Jr., President of
McCann-Erickson, Inc., has been
appointed a member of the Ad-
visory Board of the bank’s Fifth
Avenue Office. At the age of 32,
in 1948, Mr. Harper became Presi-
dent of McCann-Erickson, Inc.
Today at 36 he is one of the
yaungest chief executives of a
major American business. In
January, 1951, The Young Men’s
Board of Trade, Inc, in New
York City (Junior Chamber of
Commerce) awarded their 1950
Distinguished Service Award to
Mr. Harper in recognition of his
achievements as the outstanding
young business and civic' leader
in the City of New York. Mr.

 /Harper is the author of “Getting

Results from Advertising,” and is
a contributing author of the
“Public Relations Handbook.”

& £ #

The capital of the First National
Bank of Glen Head, New York,
was increased effective July 14
from $150,000 to $160,000 by a
stock dividend of $10,000.

Ed & #

A stock dividend of $50,000 has
served to increase the capital of
the Northern National Bank of
Presque Isle, Maine, (June 27)
from $300,000 to $350,000.

#* £ Ed

At the Annual Meeting of the-

Connecticut Savings Bank of New
Haven, Conn., on July 21, Presi-
dent Carl G. Freese announced
that Edward M. Gaillard, Presi-
dent of Union & New Iaven Trust
Company, was elected a trustee of
the savings bank. Charles E.
Rauch of Drexel & Company was
elected a corporator and Vice-
President, as of Sept. 1. Mr. Rauch
had been associated with Wood,
Struthers & Co. and the New
Haven Savings Bank, before serv-
ing “in the Army Air Service
where he attained the rank of
Major, before his association with
Drexel & Co.
% # *

The Safe Deposit & Title Guar-
anty Co. of Kittanning, Pa. a
State bank member of the Federal
Reserve System, was absorbed by
the Mellon National Bank and
Trust Company of Pittsburgh, on
June 30. A branch was estab=
lished in the former location of
Safe Deposit and Title Guaranty
Company, says an announcement
from the Board of Governors of
the Reserve System, which further
stated that on June 20 the Poli-
thania State Bank of Pittsburgh,
Pa., a State member, was likewise
absorbed by the Mellon National
Bank & Trust Co.

& % %

In its July 21 “Bulletin” the
office of the Comptroller of the
Currency announced that the cap-
ital of McDowell National Bank of
Sharon, Pa. was increased on July
18 from $300,000 to $750,000 by a
stock dividend of $450,000.

* % *

The issuance of a charter on
July 15 for the City National
Bank of Millville, N. J. with a

capital of $150,000 was announced
by the Office of the Comptroller
of the Currency on July 21. How-
ard Rieck as President, and C.
Robert Brown as Cashier make up

the primary organization. "
* * *

The Board of Directors of The
South Shore National Bank of
Chicago, has announced the ap-
pointrhent.of Herbert M. Batson,

v
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Executive Vice-President, as a

Director of the bank, effective.

July 15. Mr. Batson began his
banking career in the Chicago
area over 20 years ago. He joined
the staff of The South Shore Na-
tional Bank in 1941.

* #* *

As of July 17 the capital of the
Commercial National Bank of
Chicago, Ill. was increased from
$300,000 to $400,000 by the sale of
$100,000 of new stock.

# 5 L3

Advices made available by the
Board of Governors of the Fed-
eral Reserve System report that
the United Savings Bank of De-
troit, Mich., a State member, was
absorbed on July 1 by the Manu-
facturers National Bank of De-
troit. The quarters of the United
Savings Bank are now operated as
a branch of the Manufacturers
National Bank.

®

The sale of new stock to the
amount of $500,000 by the Liberty
National Bank & Trust Co. of
Oklahoma City, Okla., has served
to increase the 'bank’s capital from
$3,000,000 to $3,500,000 as of June
30, 1952,

% %

% & &

Effective July 1 an addition of
$1,000,000 was made to the capital
of the First Naticnal Bank of Bir-
mingham, Ala., by a stock divi-
dend of that amount, the capital
thereby being raised from $6,000,~
000 to $7,000,000.

" * #®

An increase in the capital of the
Commergial National Bank &
Trust Co. of Laurel, Miss., oc-
curred recently (June 16) the
amount having been enlarged
from $150,000 to $300,000, as a re-
sult of the sale of $150,000 of new

stock.
# % *

Frank L. King, President of
California Bank of Los Angeles
announces the bank’s board of di-
rectors at a regular meeting on
July 14 elected Glenn B. Gossett,
F. S. Huber, A. O. Otsea, A. R.
Puchner, and Gustav Riedlin to
the office of Vice-Presidents. G.
J. Carter, J. W. Fromm, G. J. Hos-
kin, O. G. Keiper, J. W, Kenney,
E. S. Liljeberg, C. F. Schwan, and
L. C. Small were elected Assist-
ant Vice-Presidents and J. R. Van
der Zee was elected Assistant
Cashier, Vice-President Glenn B.
Gossett, a member of California
Bank's staff since 1937, is assigned
to the bank’s Bell Office in Bell,
‘Calif. He began his banking ca-
reer with the old First National
Bank in Anaheim, Calif., in 1922
after attending Pomona College.
From 1924 to 1936 he was associ-
ated with banks in Fullerton,
Calif., and before joining the staff
of California Bank he was in the
investment securities business in
Los Angeles. Mr, Gossett was ap-
pointed manager of California
Bank’s Bell Office in 1946 and was
elected assistant Vice-President
in 1949,

£ o &

In advices July 5 the Board of
Governors of the Federal Reserve
System indicate that as of July 1
the Security Trust & Savings
Bank of San Diego, Calif. a State
member, absorbed the Valley
Commercial & Savings Bank of El
Cajon, Calif., an insured nonmem-
ber. The former main office of

Valley Commercial & Savings
Bank and its Lakeside branch will
be operated as branches of Secu-
rity Trust & Savings Bank of San
Diego.
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Secrels of American Capitalism

which ‘recently has been accom-
plished in a few years with the
unavoidable consequences of in-
crease in costs and prices.

Mass markets are to be ascribed
mainly to the policy of low prices
for manufactured goods. Mass
markets on a non-inflationary
foundation have been made pos-
sible largely by the fact that
American industry was able to
transfer technological ' progress
into lower prices of finished prod-
ucts for the benefit of all con-
sumers; thus has been -accom-
plished whatever there is healthy
and durable in economic progress.
However, I share with many other
economists the opinion that in the
past this policy has not been pur-
sued with the single purposeness
and perseverance which was de-
sirable. In a recent article Mr.
Herbert Hoover has not hesitated
to impute partially to this fact the
responsibility of the 1929 de-
pression,

I regret to have to state that in
recent times, under the nefarious
influence of demagogic politics,
aided by the economic power
acquired by the labor unions,
there is practically nothing left of
this essential cause of economic
progress which consisted in con-
tinually reducing the prices of
manufactured goods in order . to
make it possible for a larger and
larger number of consumers to
purchase them. Thanks to the
politicians and to labor unions,
we have come to sustain our eco-
nomic activity more and more by
inflation of money and credit.

I wish further to draw your
attention to the fact that the pro-
ductivity per man hour of the
American economy as a whole has
increased only by a little more
than 1% per annum between 1940
and 1950. I, do not hesitate fo pre-
dict that the end of this new ex-
periment in inflationary wage
policies will be most damaging to
our economic progress and to our
social order,

(4) Another important char-
acteristic of the American econo-
my is the existence of a certain
number of large businesses, Ap-
parently these big businesses not
only have not hampered economic
progress but they have made it
possible, Many productivity teams
attribute . higher productivity of
labor and plant to large units of
plant in large works. Besides, big
business can undertake research
on a scale unattainable by small
businesses.

.

We shall now look inside the
American machine, so to speak,
and endeavor to explain why
American capitalism is of a dif-
ferent species than the European
capitalism, and the circumstances
or actions which can explain the
“why” of the aforementioned main
characteristics of the American
economy. )

Let us first give their due to a
few evident factors which have
contributed to what has come to
be known as the American eco-
nomic miracle:

(a) Inasmuch as I have men-
tioned Europe, I must remind us
all of the fact that the United
States has not had to suffer the
destruction of two wars and that
the losses in men have been pro-
portionally considerably less than
those of the European nations like
France and England. In point of
fact, the two wars have made it
possible for the United States to
expand its capacity of production.

(b) The United States was
blessed with considerable natural
resources which for a long time
were disproportionately high with
respect to its population. However,
the mere existence of resources
'does not suffice inasmuch as they
‘have to be put to use,

(c) A considerable increase of
the population. During certain
periods in the 19th century, the
American population increased by
one-third every ten years. The
American population was five mil-
lion in 1800 and grew to be 76
million by 1900. But here again
we all know some countries where
an increase in population, far from
being a factor of economic prog-
ress, is tending to reduce the
standards of living of the whole
population,

(d). The American market was.

large from the beginning, ex-
.panding rapidly and without tariff
barriers to hamper the movement
and exchange of men and goods.

(e)-Many people attribute the
American economic progress to
keen competition and to the anti-
trust laws enacted at the end of
the 19th century. The issue of
cartels has been the subject of
many elaborate and fruitless de-
bates between Americans and
Europeans. I am afraid that the
discussion of this question is not
usually approached with the neces-
sary objectivity,

I have the deep conviction that
cartels are antagonistic to eco-
nomic progress. I am equally sure
that the keen competition in
American business is one of the
secrets of American prosperity and
productivity, but I agree with
Europeans that cartels, or rather
what they call “ententes,” can: be
useful for limited periods of time
when exceptional circumstances
have wupset the economy of a
country,

There is in American economic
history a strange coincidence of
events which might give weight
to the opinion of those who main-
tain that American-brand com-
petition and our anti-trust laws
are the main explanation of the
productivity of the American
economy. Here is what I am re-
ferring to:

The anti-trust laws were
enacted in the United States at
the end of the 19th century. At
that time in 1900, if we are to
believe the statisticians, the elec-
tric energy per worker was about
the same in Western Europe as
in the United States. It is since
1900—hence since the enactment
of the anti-trust laws—-that elec-
trical energy per worker and
American output per capita made
considerable advances in the
United..States_as compared with
Western Europe. These coinci-
dental facts would lead-one to the
reasonable - conclusion that the
anti-trust laws are to be credited
with the progress of American
economy.

Yet the economic history of the
United States proves that the con-
clusions which may seem obvious
may also not be true. Indeed, from
1864 to 1895 the average income
per head in the United States
increased from $42.22 in 1864 to
$142 in 1895, if we compute the
income in dollars of the same pur-
chasing power. Now from 1895 to
1914 — in eighteen years — the
average income per head in-
creased only about 25% in dollars
of the same purchasing power,
while it increased by more than
200% in 32 years between 1864
and 1895. Consequently, even
if we allow for a part of error in
the statistical comparison, particu-
larly because of the base years
chosen, it is nonetheless true that
it is a gross oversimplification to
attribute to the anti-trust laws the
remarkable economic progress
since 1900.

On the other hand, it is a fact
that competition among manufac-

turers and retailers in the United*

States is extremely- keen, I am
rather of the opinion that Ameri-
can-brand ‘competition-is—a social

fact which can be explained by
the American political and social
structure as I shall endeavor to
show very shortly.

I wish also to make the following
statement. It is paradoxical to at-
tribute the. American economic
progress to the anti-trust laws
while the United States is toler-
ating the most powerful monopoly
the world has ever seen, namely,
the American-brand labor unions.
Wages represent the most impor-
tant part of the cost of goods, and
if we take wages out of competi>
tion it simply means that unionism
is destructive of the price mech-
anism. )

It is important to mention the
close cooperation among manufac-
turers despite the keen competi-
tion among them. As a matter of
fact, Mr. Paul Hoffman expressed
the view that the co-existence of
competition and cooperation
among American. businessmen is
one of the most important secrets
of American productivity. For in-
stance, in the automobile industry
there is an exchange of patents
between manufacturers, In con=-
trast, in most European countries
the manufacturers have a very
secretive and non-cooperative at-
titude one to another.

£ % " v

Let us now analyze the circum=-
stances or facts less apparent or
evident, which will enable us to
understand American-brand capi-
talism and the main characteristics
of the American economy.

(A) In the first place I would
like to put the American Revolu=
tion and the American Constitu-
tion. The American Revolution
had as its immediate cause the
desire of the American people to
gain independence from Great
Britain, but it was also a social
revolution. I found considerable
agreement to characterize the
American scheme by the general
notion—individual liberty. The
fathers of the American Republic
meant by individual liberty not
only the usual political and civil
liberties, but above all, equality
of rights and the abolition of all
privileges. The architects of the "
American Constitution wanted to
make sure that power, economic
and political, would be frag-
mented. No one would have exces-
sive power. They wanted to make
sure that the people of the United
States would be free to plan and
choose their goals; that they
would be provided with an equal=
ity of opportunity to act in pursuit
of those goals and that they would
be permitted to retain the fruits
of their labor. They abolished the
laws of Entail and Primogeniture,
they broke up the Tory Estates,
and they suppressed titles of
nobility. The consequences of the
political arrangements have been
to.give rise to a society without
social classes, provided the words
“classless society” are - defined
properly. If ‘by a classless society
we mean that no one is so much
richer or poorer than his neigh-
bors as to be unable to meet them
on equal terms, then the American
society was never classless and is
not classless. The- American so-
ciety can be called classless in the
sense that everyone considers him=
self equal to everybody else and
that everyone has an equality of
rights and opportunity in the pur-
suit of his individual goals. This
is in my opinion the real meaning
of the statement that the Ameri-
can Constitution ‘has given rise
to a classless society. As a matter
of fact, the conditions of life of the
pioneers were not favorable to the
formation of social classes. The
foundations of the American so-'

ciety were religious and individ-
ualistic, and the very conditions
of their privitive lives in constant
fight for the conquest of nature
made every individual self-reliant
and responsible. Besides, the lack
of a feudal tradition and the
abundance of land favored the
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emergence of an individualistic
classless society, .

The lack of social stratification
has had as a result a great social
fluidity. The consequences of the
social fluidity in turn were ex-
tremely important:

(1) The feeling of equality of
rights and equality of opportunity
gave everyone the hope that no
position in life was beyond one’s
ambition and capabilities. This
‘gave congsiderable self-confidence
to every individual,

(2) This self-confidence born of
the equality of rights and oppor-
tunity has resulted in a keen com-
petition among individuals. This
is perhaps the most distinguishing
characteristic of American-brand
competition. Individuals who are
working in a business compete
strenuously one with the other for
the attainment of high positions
which they know are in their
reach if they are capable of filling
such positions.

(3) Social fluidity ' gives the
American people the readiness
and willingness to change jobs
whenever a better opportunity is
offered to a person for the use of
his capabilities. Besides; the
American has no-prejudice against
manual . labor, In substance, the
American system, born ' of the
Revolution and the -Constitution,
has had as a consequence an op-
timum utilization of human capa-
bilities. The American scheme
favored the full development of
the capabilities of all individuals
and their utilization for the good
of the society because from the
beginning there was equality of
rights and a great social fluidity.

It is interesting to note that
Adam Smith’s “Wealth of Nations™
appeared:in' 1776 and.that the in-,

_cipient industrial revolution found
in .the; United ‘States a situation:

| favorable to its full scope because.
. of its" self-<reliant, energetic and.

! indiyidualistic' people,
;i (B):The American educational
| system' contributed to the develop-
. ment of individualism by forming
. open, .uninhibited  minds. It may
i well, be that the equality of op-
. portunity and lack of social strati-
. fication- would not have given the
 same results ' without the Ameri-
can-brand education. ’
. (C) ‘The: Pioneers of this. coun-
- try: were :courageous, adventurous
. and " 'enterprising.” To clear and
. conquer the land, and simply to be
able to "live 'in‘the circumstances
' under which the pioneers came to
i this. continent they. had to know
- all- kinds - of “crafts. ‘The relative
i abundance of the natural resources
: made- the rewards great, which
. encouraged them “to be bold and
. enterprising.: These circumstances
i and the-lack of social stratification
favored the rise of those who were
most capable and energetic.

(D) There was a scarcity of
workers in relation to the natural
resources to ‘be exploited. Ac-
cording to Professor Slichter the
productivity of the worker and
his wages were already high as
compared with Europe before the
modern industry was born. At that
time the employers in cities had
difficulty in securing workers be-
cause they wanted to live on the
farms where conditions of life
were more favorable. As a result
of the competition between agri-
culture and industry for the avail-
able manpower the wages were
high. Until 1865 the American
tariffs were rather moderate so
that the American manufacturers
had to compete with European im-
ports which were manufactured
with cheaper labor. Under these
circumstances there was a great
incentive to give the workers the
best tools available in order to
increase their productivity. This
was also an encouragement toward
savings and the formation of
capital.

(E) Professor Slichter also men-
tions that in important parts of
the United States, and particularly

. in the East, North and Middle
West, farming was in the hands
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of small landowners. This fact had
{wo consequences:

(1) It gave rise to a type of
people independent, self-reliant
and energetic, and who were will-
ing to take risks. It is from among
these people that the towns re-
cruited enterprising businessmen.

(2) The second consequence was
that these small landowners, who
were in great numbers and made
good money, constituted a market
for industrial products, and also
for consumption products which
were not of prime necessity.

(F) The immigrants were of
working age, Inasmuch as the un-
exploited resources were consid-
erable, the newcomers were add-
ing at the same time to the
capacity of production and to the
expansicn of consumer goods
markets. )

(G) The workers were not op-
posed to technological progress.

(H) The American manufac-
turers endeavor to standardize
many parts of finished goods, or
even the finished goods, whenever
possible and whenever acceptable
to the consumers. However, con-
trary to what many people think
in Europe, the variety of products
available to the consumer is prob-
ably larger in the United States
than in Europe.

(I) The price of automobiles,
together with the possibility of
buying them by instalment, has
been a considerable factor in the
economic progress of the last 30

~years of the history of the United

States.

Most people desire to possess an
automobile perhaps more than
anything else. It gives them pleas-
ure and it seems to give them a
feeling of importance. Besides, the
possession. of a nice-looking car
is a visible evidence of success,
and gives many people a feeling
of: pride, : : )

The mere fact that the purchase
of an auiomobile has come within
the reach.of the average person
stimulates his ambition to exert
himself so as to be able to buy
one,

(J) The American women are
great boosters of consumption.
Besides, the American women are
exacting and most of them want
to “Keep up.with the Joneses.”
In contrast, it is noticeable the
extent to which the French wom-
en will try to save and to use their
wares and implements as long as
they last. The explanation of the
psychology of the American wom-
en can certainly be traced in
American social history. -

(K) Retailers together with
manufacturers are not waiting pas-
sively to sell their wares. They
aggressively promote the sale of
goods and create the desire of
the consumers to change the goods
already in their possession.

(L) Sales by instalment of high
priced durable goods like auto-
mobiles, radios, refrigerators, etc.,
are certainly an important factor
in the expansion of markets when
times are good. On the other side,
the debts incurred by people ham-
per the markets in times of busi-
ness recession.

Sales by instalment may have
facilitated considerably the sale
and use of second-hand cars be-
cause they make it possible and
encourage many people to buy
new cars,

(M) The monetary policy of the
United States had since its begin-
ning an inflationary bias, The
American Revolution itself had to
be financed by inflation because
the Thirteen Colonies did not have
enough money to meet all the
necessary expenditures. It is most
probable that the rapid increase
of an energetic, dynamic popula-
tion together with the availability
of unused resources created a
demand for constant increase of
monetary means which was met
by the issuing of bank-notes and
by bank-credit. Besides, the
American people were borrowing
substantial sums of money from
abroad: The borrowing from

abroad and the readiness of banks
to expand credit explains why the
economic progress was not at
times hampered by the amount of
savings which otherwise might
have been inadequate to meet all
the demands made on them.

In the U, S. A. the resort to
paper issues has attended every
great financial crisis of the gov-
ernment Treasury, and the call for
money has become regularly as-
sociated with every period of
serious industrial depression,

Murray Wildman, writing about
the economic conditions after the
Civil War, makes the following
statement in his book “Money
Inflation in the United States”:

“It was the special contribution
of the inconvertible currency in
the industrial revolution to trans-
fer the conduct of affairs from
the hands of the conservative to
those of the speculative element
of society. It was these men who
became associated with the rising
machine system of production and
exchange, and they have to a great
extent dominated American busi-
ness operations since the war. It
was men of this class who found an
immediate chance to exercise their
peculiar qualities of mind in the
rapid development of the West.”

A well-known French econo-
mist, Francois Simiand, has writ-
ten a remarkable book on -the
alternation of inflation and defla~
tion in the United States. It .was
his considered judgment that the
remarkable American economic
progress can be explained by the
sum of inflation and deflation,
both being necessary to economic
progress.

Until . recently. the American .

economy, spurred by inflation at
various periods of its history, was
not able to have a durable devel-
opment of its own. .independent

".of the world economy. The domes-

tic inflationary propensities. were
contained by economic facts and
events outside the boundaries of
the U. S. A. Up to the first World

War agricultural products were a

large part of our national product
so that prices' in our ' economy

were. tied up closely with prices )

in international markets.
Lately, the economic power of

the United States has become so
preponderant vis-a-vis the rest of
the world, that since World War -

II we are witnessing a nmew ex-
perience. The government of the

U, S. A..has adopted a nationalis-

tic monetary policy in support of
a grandiose dream of an American
perpetual boom. To the extent that

its policies are incompatible with '

economic facts in the rest of the

free world, it has chosen to pull

the economies of the free countries
in its wake by gifts or aid. While
it is true that the newest infla-
tionary experiment is made in a
country with a tremendous capa-
city of production, we should be
aware that in this experiment the

very future of economic liberal-:

ism is at stake. I doubt the suc-
cessful end of the policy to main-
tain our economy at a high level
of activity by inflationary means.
I am certain that our nationalistic
monetary policy is incompatible
with our professed goal to restore
world-trade on a multilateral non-
discriminatory basis.
* % *

Conclusions

Besides some natural advan-
tages, there are essentially three
factors which can explain the ex-
ceptional American economic
progress: (a) the abundance of
individualistic, enterprising busi-
nessmen; (b) the optimum utiliza-
tion of human capabilities; and (c)
competition between businesses
and particularly. between indi-
viduals.

Many circumstances have con-
tributed toward the development
of these three factors, but none
was more important than the
“American scheme” as expressed

in the Declaration of Independence
and in the Constitution, The
“American scheme” and the lack
of feudal tradition made possible
the formation of a human society
wherein the people would be free
to plan and choose their goals;
they would be provided with an
equality of opportunity to act in
pursuit of those goals; and private
property would be recognized as
the keystone of freedom.

For the last 30 years the price
of automobiles, together with their
sale by instalment have been one
of the most powerful stimulants
of our economy.

World War II and the huge
monetary and credit inflation
since 1940 have powerfully stimu-
lated the American economy, and
the industrial capacity of produc-
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tion of goods has practi
doubled. el

In the last few years goverm—
ment and labor unions haye
adopted inflation as a way of life
in violation of a fundamental tenct
of economic progress, namely, that
increases. in productivity shoukd
lead to lower market prices for
finished goods. Vested interests
are using their influence in favor
of protectionism and high tarifés,
and our government is pursuing a
nationalistic monetary policy, bothe
incompatible with our professed
goal to restore free international
multilateral trade.

The future of economic liberak-
ism in the world, and therefore
the future of economic progress;
will be decided in the next fewr
years in the United States.

Our Reporter on Governments

By JOHN T. CHIPPENDALE, JR.

The Government market is very nervous and recent selling,
reportedly to obtain funds to pay for municipal and corporate
bond issues, pushed prices down sharply on somewhat enlargedk
volume. Uncertainty as to what may happen to short-term: rates,
especially with respect to the refunding of impending maturities
of certificate issues, is one of the main reasons for the cautiousness
that overhangs Treasury obligations. Both investors and traders
are inclined to play their cards pretty close to the chest, pending
developments in the money markets. Tight money is expected te
continue and this is not usually conducive to rallying tendencies

in the government market.

The 2%s due 1958 went to new lows under the pressure of no%
too heavy selling in a tight money market but a modest recovery
has taken place in quotations of this obligation. To be sure, this is
still a very desirable security for bank investors, but there is the
fear that lower prices might be registered with ‘slightly highew
rates for short-term Treasury issues. Non-bank investors, that is

the pension funds and private trust accounts, continue to make
purchases of selected issues of the tap bonds. The recently eligible:

bonds, the 2%s of June 1959/62 and the 21%s of 1962/67, are being

- bought by some of the deposit banks. ’ g
A tight money market continues to keep the Governmeng
* market on the uncertain 'side, because investors and traders are
still concerned as to what the immediate future developments in.
* short-term rates are likely to be, Irrespective of what does happen,
" it seems as though there will be pressure on the money market fo¥
a while yet. Seasonal factors are coming into play, and these forces

usually bring about tight monéy conditions unless there is help

from Federal. For the time being, it appears as though the powers

that be are content to let the money market continue in its

2%, 16-Month Refunding Issue Forecast

vein,

presen®
|

The big bone of contention in the market at this time seems"to

be over what the monetary authorities will do about the impend--
ing maturities of Treasury certificates. The tight money conditions
appear to indicate that somewhat higher rates might be used by

the Treasury in taking care of the maturing certificates. Whethex
this will be the case or not is still anyone’s guess. However, it

there should be an increase in the rate, it is believed now in many

quarters that it will not be brought about through the issuance’o¥# .
.a one-year obligation. It is felt that a fifteen- or sixteen-month
issue would be more likely, with a 2% rate. Trying to mastermind

future Treasury refundings is always a hazardous business; but a&

this time it seems as though a somewhat longer-term issue than a
certificate, with a 2% rate, has the largest following among the
most important money market operators. . .

Despite the belief in some quarters that a 2% obligation migh#
be used by the Treasury in the refunding of maturing certificates,
there are still many others who hold to the opinion that the
August 15th certificates will be paid off in cash at maturity. It i=
being pointed out that the issue is a small one, and the Treasury *~
is financially able to make a cash settlement of this obligation.
An increase in the weekly offering of Treasury bills or an issue-
of tax bills could be made to build up the funds that would be use&
to pay off the August 15th maturity of certificates. A cash retire-
ment of the August certificates would no doubt have a favorable
psychological effect upon the market. However, it is not believed:
this would have more than a temporary influence upon the whole )

picture.

Speculative Holders of 23s Eliminated

The decline in price of the recently offered 23%s brought some
new buying into this obligation, but it was not too sizable because~
most of the commercial banks do not have the available funds that
can be used in purchasing this issue. Not a few of these institutions
are at least temporarily pretty well bought up at higher prices as
far as the 23s are concerned. Likewise the drop in quotations o&
the 23%s of 1958 has shaken out most of the speculative owners of
this security, according to reports. This is not an unfavorable: :
development because when securities are moved into strong hands;, |
as has been the case of the new 23%s, it generally has a favorable: :
influence upon future market action of the issue. . A

Considerable discussion is being heard in the financial district; *
about what might be the average price of the holdings of com- !
mercial banks in thé recently issued 23gs of 1958. While tl}e;e is ]
no way in which this or any average price could be definitely :

many commercial banks have as an average price for their hold-

proved, it is believed that 100.10 to 100.11 is about the figure that {

ings of the new 23gs of 1958.

. By keeping the money markets tight, the monetag‘y authorities
have prevented the purchase of the 2%s by the deposit banks fron
having inflationary implications, because reserve bank credit hams
not been used for these acquisitions,
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By ROBERT R. RICH

Old Man to Stay on Mountain

That old man mountain climber, the State of Business, who’s
either breathing hard on a mountain peak or struggling through
a depressed valley jungle, is going to sit on his uneasy perch on
a mountain summit for sometime to come, according to consensus
of mutual fund managers’ business forecasts.

Although some of the forecasts make reference to the crum-
bling rock beneath his perch, most fund managers agree that
when old man State of Business does come down from the moun-
tain, he will probably slide on the seat of his pants, so the rate
of fall won’t be precipitous, and, if we're lucky, the bramble of
increased consumer spending may catch at his coat and hold him
at cloud level for several years after the tonic effects of private
plant and government expenditures wear off.

Incorporated Investors expects business activity to increase for
at least a year with the likelihood of some minor recession some
time thereafter, The fund commented that, in its judgment, how-
ever, the rate of business activity during this recession will fall
to level only slightly lower than at present.

Bullock Fund thinks that business volume for the year as a
whole can be expected to be somewhat higher than last year;
but narrowed profit margins and higher taxes may result in mod-
erately lower corporate net earnings.

Bullock Fund, labelling our present economic situation one of
an uneasy balance, remarks that current indications point to a
moderately rising trend of business activity in the second half of
the calendar year.

The fund believes that the prospective rate of defense spend-

ing should serve to offset the anticipated moderated reduction of
private spending for capital goods. The fund thinks that the recent
elimination of Regulation W and the modification of Regulation X
applying to consumer credit can be expected to give at least mild
stimulus to consumer buying; and that soft consumers goods in-
dustries appear 1o be in the process'of recovering from their slump
of the past year.

Whitehall Fund, one of the Broad Street clan, in putting its
viewpoint before shareholders, said that, “At the close of the half
year, developments point to the maintenance of good business
activity and especially toward recovery in the weaker lines.

“Aside, then,” the fund concludes, “from a- drastic change in
the international or military situation, which would have marked
ill-effect in the United States, the prospect is for the maintenance
o£ general business activity at high levels for the remainder
of 1952.”

Johnston Mutual Fund, although believing that prospects for
the second half of this year appear to be satisfactory, predicts
that further ahead there are signs of a potential downturn in

- business, but notes that planned outlays for new plant and equip-
ment and expenditures for defense should assure a satisfactory
level of production for some time to come.

Harold X. Schreder of Distributors Group commented a while
ago that, “we are working our way into one of those periodic
over-expansion business phases and that we are much closer to a
peak in the stock market than we are to a bottom ... . but it is
not a contradiction to think that the longer term direction of stock
prices is up, and also to believe that the current potential elements
of danger require a cautious investment policy at this time.”

Lord, Abbett Sales Respond to New Range, Sales Charge

The amount of the sales charge is obviously more of a sales
deterrent on large orders than on small orders and can represent
the difference between making a sale and not making a sale, Lord
Abl_)qtt & Company reported as it analyzed the sales results for
{\fﬁlla‘ted Fund and ‘American Business Shares for the first month
n;fw{nch a new price range and a lower sales charge were in
effect.

'The company on June 1 introduced a new price range in
which the sales charge on single .orders of $15,000-$25,000 was
reduced to 5% % and the dealer’s concession was set at 5%.

Lord, Abpett reports that in June it received 27 orders in this
particular price range, totaling $448,000, while in the preceding
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eight months it averaged nine orders a month totaling $154,000

in the same price range.

“Expressed another way,” a company spokesman said, “in
June our dealers earned $22,400 in commissions on sales in the
new price range, while, in the preceding montps they earned an

average of $9,240.

“Our dealers in June sold approximately three times as much
business with a 5% % sales charge in the new price range and we
are confident that as this range is better understood the increase
in sales will be even more impressive.”

On June 1, in addition to creating a new price range with a
534 % sales charge and with a 5% dealer concession, Lord, Abbett
& Company also reduced its sales charge in the $5,000-$10,000
category from 7% % to 634% with the dealer share remaining
steady at 6% and further established the policy that on single
sales between $5,000-$100,000 the Lord Abbett part of the sales
charge would be 34 of 1% and on single sales of $100,000 or more

it would be % of 1%.
Monthly sales on American

Business Shares and Affiliated

Fund together are now running at $7,000,000—substantially ahead

of last year.
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Mutual Fund Notes
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FUNDAMENTAL INVESTORS, in
its 78th quarterly report to over
36,000 shareholders, explained to
them why Hugh W. Long & Co.
and its cluster of mutual funds,
had moved from New York to
Elizabeth, New Jersey. Charles J.
Vollhardt, Treasurer, in the letter,
cited New York City’s increase of
100% in its tax on financial busi-
nesses and reported to share-
holders that the new tax rate is
eight times that which was in
effect as late as 1946 and four
times the rate assessed against
other kinds of business in New
York.

As a result of the wide pub-
licity the Hugh W. Long & Co.
received when it moved, the com-
pany has received a number of
letters from shareholders ex-
pressing their approval.

Shareholders of Hugh W. Long’s
various mutual funds will save
over an estimated $160,000 this
year as a result of moving a few
miles at no inconvenience to the
company operations or to its
dealer servicing.

JOHN G!KINNARD and Company
of 133 South Seventh Street,
Minneapolis, reporting the results
of its booth at the Minnesota State
Medical Association Convention,
said that 760 of the 1,800 doctors
registered with Kinnard and
Company for the chance to win
five.shares of Affiliated Fund. Of
the 760, four hundred have turned
out to be excellent prospects, and,
to date 86 doctors have purchased
mutual fund shares in amounts
running from $500 to $16,000.

Kinnard and Company reported
that, “With our sales organization
of 42 men, we are covering Min-
nesota and North Dakota and find
that professional people are, and
have been, very lax in regard to
their investments. It was sur-
prising to us to find the amount
of money that these men have ac-
cumulated in banks and savings
and loan associations. After mu-

tual funds have been explained to
these people, an entirely new con-
cept of the securities business has
been opened to them.”

RETAIL PRICES of consumers’
goods and services moved up 0.2%
from mid-May to mid-June and
the consumer price index is now
1.7% higher than a year ago and
9.9% higher than the pre-Korean
level. The index is 83.6% higher
than the 1935-39 average.

THE FIRST list of investments of
Canadian Fund since the fund
commenced investing ‘in May,
1952, has just been published and
shows holdings as of July 15, 1952
in 59 companies, Dominion of
Canada bonds and three Canadian
banks.

Investments in common stocks
account for 63.65% of total hold-
ings; Canadian Government ob-
ligations, 16.22%; bank stocks,
0.59% and industrial bonds, 0.15%.

Canadian Fund, under Calvin
Bullock management, is the first-
offered United States mutual fund
to provide investors with an op-
portunity to participate in a
diversified interest in Canada’s
economic and industrial growth.

On May 14, 1952, Canadian
Fund entered the mutual fund
field following a successful under-
writing by a nation-wide group
of investment firms. On July 22,
1952 the Fund’s assets had a mar-
ket value of $15,598,000.

Of the common stocks held on
July 15, 1952, ¢il and. gas shares
amounted to 22.20%. of lotal hold-
ings; non-ferrous metals shares,
12.91%; pulp and paper company
stocks, 10.21%; miscellaneous,
6.70%; and steel “and iron ore
stocks, 3.17%.

Principal holdings among the
oils and gas stockg include: Anglo-
Canadian Oil—5100" shares; Brit-
ish-American Oil—13,000; Calgary
& Edmonton Corp.—5,000: Calvan
Consolidated Oil & Gas — 9,000;
Canadian Superior Oil of Cali-

S

CANADA
GENERAL FUND

INC.

Prospectus from authorized investment dealers or
VANCE, SANDERS & COMPANY
111 DEVONSHIRE STREET
BOSTON
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fornia — 10,000; Federated Petro-
leums. — 10.000; Gulf Oil Corpo-
ration—86,500; Imperial 0il—38,000;
Socony-Vacuum Oil 10,000;
Texas Company—6,000; Tidewater
Associated 0il—8,000; and Wester:
Leaseholds—8,000. ’
Leading the common stock
holdings in pulp and paper comi~
panies are: Consolidated Paper—
13,000 shares; Fraser Companies—
10,000; Powell River Company—
14,000; and Price Bros. & Co.—
11,425. L
Prominent among the holdings
in the non-ferrous metals class
are: Hudson Bay Mining & Smel{-
ing Co. of Canada—10,000 shares;
International Nickel Co. of Canada

CORRECTION

In the July 24 issue of The
Chronicle the total net assets of
Knickerbocker Fund were, because
of mechanical error, erroneously
reported as $10,076,563. Total net
assets of Knickerbocker Fund on
May 31, 1952 were $16,076,563.

+National
Investment
Program

An Open
lnvestment
Account

Details and
Prospectus
wpon request

. NATIONAL SECURITIES &
RESEARCH CORPORATION
120 Broadway, New York 5, N. Y.

SECURITIES

Aviation Group Shares-
Bank Group Shares
Insurance Group Shares

Stock and Bond Group-
Shares :

(Mutual Investment Funds)
of :

Institutional Shares, Ltd.
L]

Distributed by

HARE’S LTD,
19 RECTOR STREET
NEW YORK 6, N. Y.

Prospectus may be obtained from
the above or local dealer,

CANADIAN

GENTLEMEN: At no obligation please send
me a prospectus on Canadian Fund, Ine.

210 West Scventh Street

il

Los-Angeles
San Francisco

HUGH W. LONG AND COMPANY

Incorporated Add

Westminster at Parker, Elizabeth 3, New.Jerséy City.
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—14,000 shares. Also shown in the
portfolio  are 13,500 shares of
Dominion Textile and 12,300
shares of Canadian Pacific.

WELLINGTON FUND will be in-
cluded in the radio network show
“Stop the Music,” which reaches
an estimated 2,000,000 people
every Sunday night from 8 p.m.
to 9 p.m. eastern daylight time,
over the American Broadcasting
Company’s network covering 306
cities, including parts of Canada
and Hawaii,

Fifty shares of Wellington Fund
will. be offered as one of the
prizes in this program. The an-
nouncement of the prize of 50
Wellington shares will be repeated
every ‘week on this program until
the giant jackvot has been won,
which usually takes 6 to 7 weeks.

OPEN-END REPORTS
FUNDAMENTAL INVESTORS,
one of the largest mutual funds
investing primarily in common
stocks, reported total net assets of
$134,108,715 in its 78th report to
shareholders dated June 30, 1952.

This is a gain of more than
eighteen and one-half million
dollars in-total net assets since
Dec. 31, 1951 and reflects invest-
ments in the Fund by 4,812 addi-
tional shareholders since the end
of the year.  Both in number of
shareholders and total net assets,
the June 30, 1952 totals were the
highest reported by the fund in
its 20-year history.

During the first six months of
1952, two quarterly dividends
from investment income, totaling
40 cents per share, were paid to
holders of the Fund. This com-
pares with like amount rer share
distributed in the first half of
1951. The June 30, 1952 net asset

value per share was $20.35, eighty
cents greater than the 1951 year-
end figure of $19.55.

‘Securities added to the Fund in
the six months to June 30, were
the common stocks of Southern
Company (received as a distribu-
tion from Electric Bond and Share
Co.) and Southern Californa Edi-
son Co.

Securities eliminated were
Firemen’s Insurance Co. of New-
ark, N. J. and United States
Steel Corp. common stocks and
Standard Gas & Electric Company
$4 preferred stock.

Largest investments of the fund
on June 30, were in petroleum and
natural gas securities (17.3% of
total net assets), in public utili-
ties (114%) and in common
stocks of railroad companies
(96%).

THE TRUSTEES of Shareholders’
Trust of Boston report that at
June 30, 1952, there were out-
standing 292,373 shares, an in-
crease of 28,586 since Dec. 31, 1951,
The net asset value per share was
$27.02, an increase of $1.12 -a
share from $25.90 at the 1951 year
end. Total net assets at June 30
were $7,900,701.

Commenting on the present
outlook, the report remarks that
“Business conditions as a whole
continue to _hold a high degree of
stability in -spite of adjustments
taking place in- individual securi-
ties, and international tensions
are such that arms production
will undoubtedly tend to lend
considerable support to the gen-
eral economy. -

“On the other hand, the impor-
tance of the large industrial ex-
pansion program as a supporting

factor in the .present economic
situation must not be overlooked.

When expenditures for this pur-
pose begin to decline and the new
facilities come into production,
pressure on prices and profits is
likely to become aggravated.”
This last consideration and the
fact that the economic situation
in Europe, particularly England’s
financial position, appears more
threatening, are pointed. out as
the factors primarily responsible
for the more defensive investment
policy pursued by the Trust dur-
ing the past six months period.

JEFFERSON Custodian Fund, a
diversified investment company of
the managed open-end type, re-
ports net assets on June 30, 1952,
of $420,041.36 or $10.94 per share
for the 38,400 shares outstanding
as against $259,748.75 or $10.64 per
share for the 24,413 shares out-
standing as of Dec. 31, 1951.

PERSONAL PROGRESS

NATHAN D. LOBELL, former
Executive Adviser to the Securi-
ties and Exchange Commission has
joined the executive staff of Hugh
W. Long and :

Company.

A graduateof
Columbia Law
School in 1937,
and a member
of the New
York Bar, Mr.
Lobell, has
specialized in
finance and
financial law
throughout his
career, He
served with
the S.E.C.
from 1939 to
1951, when he
resigned to enter the financial

Nathan D. Lobell

CLOSED-END INVESTMENT COMPANY STATISTICS
For the quarter Ending June 30, 1952

Investment Company—

Non-Leverage, General Portfolio:

Adams Express
American International

. Boston Personal Property Trust__.

Connecticut Inv. Mgt. Corp
Consolidated Inv. Trust
‘Insuranshares Certificates
Lehman Corporation

- Shawmut Association
Tobacro & Allied Stocks

Market
Price
June 30
33%

23 1/2 -
a27%
x4
a29%

a 13%

Approximate
Net Assets
Per Share

$41.86
27.57
32.54
5.35
32.13
g 15.77
814 h 74.38

a327 37.13

al65/16 j24.53

x 20 30.33

a 981 142.92

Non-Leverage, Specialized Portfolio:

National Aviation

Petroleum Corporation
Conservative Leverage:

American European

Carriers & General

First York Corporation

General American Investors®

Overseas Securities

Medium Leverage:
Capital Administration “A”
Equity Corporation
General Public Service
U. S. & Foreign Securities
High Leverage:
Capital Administration “B”
Central-Illinois Securities
- North American Investing
Pacific American Inv
Tri-Continental Corporation
. U. S. & International
Options:
" American Superpower
Tri-Continental Warrantst

*Leverage consisting of preferred steck

ings of government securities,

tEach perpetual warrant entitles the holder to pur-
chase 1.27 shares of Tri-Continental common at $17.76
‘The asset value of the common was $24.31 on
June 30, 1952 but the market price of the ccmmon was
less than the exercise pricz of the warrants.

a share.

a Mean hetween bid and asked prices.

X Bid price.

b-f Plus the following amounts paid from realized capi-
tal gains: b $0.54 ¢ $0.81 d $0.22 e $2.33 f $1.64,

g After deducting $2.22 a share reserve for taxes on

uncealized appreciation,

h Before deducting ordinary dividend of $0.78 and tap-
ital gain dividend of $2.03 declared on July 2, 1952. Re-:
ported asset value, after deducting such dividends, was.

$71.57 ou June 30, this year.

Source; National Asscéiation

21Y
22

22,77
26.92

32
12
3

35.00
16.26
_ 401
30% 27.30
a1913/16 16.08
a20 3/16 24.13

227

% r-s3814
1%

3.04
4.81
92.68

v 4.64
5.39
13.00
6.71
w2431
12.52

FOOTNOTES:
offset by hold-

Discount or Premium  Latest Fiscal
June 30

—20.9%—20.3%
—14.8
—15.5
—25.2
— 74
—13.6
+ 85
—11.5
—33.5
—33.6
—31.3

— 6.7
—17.8

— 86
—262
—25.2
+122
1232
—163

—40.0
—38.3
—16.8
—25.6

— 3.0
—32.7
—18.3
— 8.7
—38.3
—28.1

j After deducting $0.94 a chare reserve for
unrealized appreciation,

k Plus $1.53 paid from realized capital gains.

m Plus $0.50 paid from realized capital gains,

n-q Flus the following amounts paid from realized cap-
ital gains: n$1.72 0$2.18 p $4.12 q $0.85.

r After deducting $5 a share for taxes
realized appreciation.

Dividend
Six Months
Price Range
35%-307
i2315-20%3
28 -24Y,
Unlisted
Unlisted
1334-11%
81Y4-703%4
33 -30Y%
18%5-15%
20 -17Y%
99 -88

2273-19
23%-20%

32 -29%
1215-107%
3Ya- 27
31 -26%
20%-17Y
20%4-19

24Y3-21Y,
1%~ 1%
4 - 3%
73 -54%

Unlisted
45~ 3%
13%4-10
Unlisted
1515-1315
9%~ Th

1%- "7
4%- 3%

Mar. 31 Year

b $1.59
c 1.03
"~ 1.40
d 0.18
1.50
0.32
2.08
1.15
0.64
0.87
2.75

—20.7
—18.1
—26.6
— 5.3
—11.0
+ 7.1
—12.7
—34.7
—35.6
—35.0

— 81
—16.1

0.87
1.15

—13.0
—23.1
—17.4
+ 3.5
+24.1
—17.7

1.11
1.00
0.25
0.70
0.63

—37.3
—43.4
—22.6
—23.4

— 5.3
—20.2
—20.2
—15.0
—37.4
—24.6

taxes on

on un=-

5 Entitled in liquidation to $20 per share in preference
to Class B stock and thereafter, as a class, to 70% of

remaining asszts,

t Plus $0.15 paid from realized capital gains,
uPlus $2.58 paid from realized capital gains.

v After deducting $1.28 a share reserve for taxes on

unrealized appreciation.

w After deducting $3.53 a share reserve for taxes on
unrealized appreciation.

- y Plus $0.59 paid from realized capital gains.

of Investment Companies.

field as a specialist in investment
company operation and promotion.
Prior to his appointment as Ex-
ecutive Adviser to the Commission
in 1947, Mr. Lobell was head of
the S.E.C.’s Opinion Writing Div-
ision, and a member of the inter-
agency committees on credit con-
trol, foreign finance and adminis-
trative .practice. He was a co-
ordinator of the government pro-
gram to revise the securities laws.
While with the Commission and
since his resignation he has
worked closely with the mutual
fund industry on its regulatory,
operational and sales problems.
In announcing Mr. Lobell’s as-
sociation with the company, Hugh
W. Long, its President, stated:
“Mutual funds have grown
enormously in the past few years.
Out of the simple idea of bring-
ing professionally supervised in-
vestment to people in all walks
of life has grown a multi-billion
dollar industry. The responsibili-
ties have grown, too. As managers
of mutual funds and national dis-
tributors of mutual fund shares
our organization is continually

seeking the talent to improve our
service to our correspondent in-
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vestment dealers throughout the
country.”

FRANK D. NEWBERRY, con-
sulting economist to National Se-
curities & Research Corporation,
speaking at a luncheon given at
the Stock Exchange Club made
the following comments about
future business:

“The Gross National Product
over the next five years will ap-
proximate or exceed the .all-time
peak attained in 1951,

“We can be confident about the
future course of business over the
next five years irrespective of the
party winning the fall election.”

Mr. Newberry predicted a high
level of business based primarily
on governmental expenditures and -
private investments.

Said Mr. Newberry, “Little or
no money inflation is likely over
the next five years.”

NEW PROSPECTUSES

BOND FUND OF BOSTON has just re-
leased a new prospectus dated July 15, 1952
which is available from 111 Devonshire
Street, Boston, Massachusetts,

FIRST MUTUAL TRUST FUND’'S newest
prospectus is dated July 27, 1952 and
copies are available from 120 Broadway,
New York 5, New York.

Wu’lmcgi

Securities

Missouri Pacific

The seemingly endless process
of reorganizing Missouri Pacific
and its subsidiaries was blown
wide open again last week. An
examining board of the Interstate
Commerce Commission recom-
mended that the plan be recon-
sidered in the light of changed
conditions and earnings in the
intervening years since it was
originally presented. The present
plan was approved by the Com-
mission in 1949, Since then the
proceedings have followed a slow
and tertuous path through the
various Federal courts., Consist-
ently the courts have upheld the
various phases of the plan. Never-
theless, last winter the examining
board was appointed to look into
the matter and decide whether
changed conditions justified re-
examination.

Announcement of the board’s
recommendation was greeted with
mixed feelings by the financial
community. The old preferred and
common stocks attracted sharply
increased speculative interest at
advancing prices. The bonds were
generally under pressure. Nat-
urally hopes were raised that if
the plan is reconsidered some
equity will be found to exist for
the old common which is elimi-
nated under the present plan, and
that treatment of the old pre-
ferred may be liberalized. Holders
of the bonds, on the other hand,
were justifiably disappointed over
the outlook for further lengthy
delays. Also, there is considerable
feeling that if the plan is liberal-
ized to any extent the larger cap-
italization will necessarily detract
from the investment status of the
various new sq'curities.

At this juncture obviously no
one can judge the final outcome
nor even just how much further
delay may be involved. One thing,
however, may be taken for
granted. That is that the process
will not be a speedy one. The time
will more likely be measured in
years than in months, First, the
Commission itself will have to
decide whether to approve the
examiners’ recommendations. The
ICC has allowed 45 days for all
interested parties to make known
their position on the board’s re-
port, Thus, it will be at least a
couple of months before it is even

known definitely whether or not
the plan will be reconsidered. The
recommendations of examining
boards are by no means binding
on the Commission, although in
this case it seems almost certain
that the recommendation will be
accepted.

Once the decision is made to re-
consider the plan the long process
of hearings on reorganization
plans and proposals will get under
way. Then if an altered plan is
finally brought forth, or if the
Commission comes to the conclu-
sion that new conditions do not
warrant any liberalization of the
plan, the whole thing will again
have to go all the way through the
courts. The question of whether or
not the plan should be liberalized
will depend very largely on the
opinion of the Commissioners as
to whether, and to what extent,
the improved earnings of the past
few years may be considered per-
manent.

The Commission has a reputa-
tion for conservatism, so un-
questionably considerable weight
will be given to the theory that
our economy is not always going
to enjoy the stimulus of a defense
boom, Nevertheless, it does seem
that the chances very much favor
some increase in the allowable
capitalization. Certainly, the éx-
aminers appear to have been im- .
pressed by the earnings, which
have been running well ahead of
the estimates on which the present
plan was based.

While the case for some liberal-
ization of the capital structure
may be strong, the case for optim-.
ism over the equities can not be
considered so compelling. No
matter how the situation is viewed
one must always come -back to,
and recognize the fact that during

the trusteeship huge amounts of
interest have accumulated. Unpaid

interest ranks equally with bond
principal. It must be taken care
of, and at least theoretically made
whole, with new securities before

stockholders are entitled to any-
thing. Considering the long delays
there have been it seems quite
possible that bondholders may not
now be so willing to compromise
these claims as they were.a few
years ago.
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Continued from first page

As We See It

Both Have Their Troubles

Both candidates face onerous tasks in smoothing
ruffled feathers, healing wounds opened in the prenomina-
bion days, and reconciling (or finding some way to win
without reconciling) sharp differences within their parties.
‘While the existence of some such situation as this is hardly
new, there are elements in it this year which are not
common even in these days of political anomalies. In past
years such differences often centered largely in frustrated
political ambitions, the fervor of professional reformers,
or vested interests of relatively small groups of citizens
who were under the necessity of influencing many others
in one way or another to make themselves effective. Such
elements are, of course, present today—and troublesomely
present—but in recent years the really vested interests
are such groups as the farmers, the labor unionists, and
racial minorities with very large strength in key states.
Much that has of late years gone under the style and title
of “reform” has in reality been nothing more or less than
paternal subsidies at the expense of other taxpayers.

Of the two, we should expect Mr. Eisenhower to have
the easier task. We doubt if there is very much in the
Republican legislative record that he would wish to dis-
own. The Democratic candidates, of course, would have
us believe that that record is hardly less than a national
scandal. Roosevelt used it effectively in each of his last
campaigns and President Truman harped upon it inces-
santly in 1948. But apart from lack of real leadership, a
tendency toward me-too-ism all too often in evidence, and
the usual obstructionism of the opposition, the charges
were hardly supported by the facts, however effective
they may have been in the hands of rabble rousers. All
that is really necessary in the present instance, so far as
this matter goes, is to rid the issue of the hypocrisy and
tant with which President Truman has clothed it.

Pity Mr. Stevenson

_ - This may or may not be an easy task or one which
is within the capabilities of Mr. Eisenhower and his aides,

but think what Mr. Stevenson has to contend with! Unless
all reports about his views and, indeed, his own words
on various occasions are to be greatly discounted, Mr.
Stevenson is not greatly in sympathy with much of the
New Deal or the Fair Deal. It was obvious on the floor
of the convention that his managers were anything but in
sympathy with the extremists who woul;l have “let the
South go.” Of course, he would not want to carry the
burden of the Hisses and the others or the onus of the
red-herring label President Truman undertook to fasten
apon any and all attempts to clean out these Augean
stables. He would without question like to be free of the
load that corruption has placed upon the Democratic
Party.

Ordinarily, he might succeed in having these cups
pass from his lips, to employ one of his own allusions. His
own record is, so far as known to us, free of such taints.
It is difficult to see how he can run on a Democratic ticket
and at the same time be Laodicean about established
Democratic programs, but it is conceivable that a capable,
persuasive, and sincere candidate might succeed in doing
50 in ordinary circumstances. But are the circumstances
surrounding the present situation normal? President Tru-
man is an obdurate man. Long ago he placed the party
on notice that its candidate, who ever he might be, would
have to run on his record and that of his predecessor in
office. He made it clear enough at the convention the
other day — and that may well have been his main
motive in going there—that he has not in the least changed
his mind or weakened in his resolution that precisely this
must come to pass. He has repeatedly said that he in-
lended to make another “whistle stop” campaign in sup-
port of the Democratic candidate—and there is nothing to
suggest that he has even entertained the idea of giving
such plans up.

What Can He Do?

What can Mr. Stevenson do in these circumstances—
assuming that he really does not want to carry the Truman
sins on his shoulders? Is there any reason to suppose that
he could persuade the President to refrain? The President’s
personal characteristics and his record hardly suggest an
affirmative answer. In point of fact, signs are already
in evidence that the “unholy alliance” of self-seeking
minorities which has enabled the Democratic Party to re-
main in power for two decades is beginning to crack at the
sSeams. Apparently Mr. Stevenson, quite possibly out of a
feeling of closer affinity for the more conservative wing
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of the party than his predecessor, apparently chose to try
to keep southern dissidents in line rather than to appease
northern extremists eager for the negro vote. Loss to Mr.
Eisenhower either of substantial sections of the south or
the northern states with large negro votes could be disas-
trous to the Democratic Party this year. Is there some
political magic by which President Truman can hold one
element of the party in line while a candidate known not
to be in sympathy with him appeals successfully to the
other? '

For our part, we are quite willing to leave politics
to the politicians. The fact is though that at present all
these facets of the situation are fraught with meaning for
business, and with much more than mere political signifi-

cance for each and every one of us, and each of us must
make it a point to do what he can to get basic issues settled

in the right way this November.

Continued from first page

Summer Rally Prelude
To a Bear Market

stock market, for, to a great ex-
tent, the present level of stock
prices rests upon the fear or ex-
pectation of a continuing infla-
tion.

On the other hand, many ob-
servers argue that the high level
of stock prices. is not nearly so
significant as the relatively low
price-earnings ratio and the rel-
atively high dividend yields. They
contend that prices are actually
low when compared with earn-
ings and that earnings and divi-
dends could therefore continue to
decline without pulling the stock
market down as well.

Using the broad Standard and
Poor’s “Indexes,” one can agree
that the current price-earnings
ratio of about 10l and dividend
yield of 5% % are conservative
when compared with what they
were in 1929, 1937, and 1946. But
the investor senses the insecurity
of the present situation and now
feels entitled to high yields from
common stocks. Can we be sure
that he would be content to re-
tain his holdings if earnings and
dividends declined further?

1t is important to realize that a
price-earnings ratio of 101% with
a dividend yield of 534 % repre-
sents an earnings pay-out of 60%.
If earnings declined only 20%
(say, because of a sales decline of
only 10%), then the price-earn-
ings ratio — with no change in
stock prices—would rise to 13.2.
And if, because of a stringency in
working capital at the same time,
the dividend pay-out is cut to
50%, then the resulting yield
would be only 3.9%. Would com-
mon stock prices remain steady in
the face of these possibilities?

Present Price-Earnings Ratio
Deceptive

The price-earnings ratio is, after
all, only a reflection of a number
of factors which determine in-
vestor attitudes and expectations.
No price-earnings ratio is sacro-
sanct, and it does not have to go
to 20 for the bull market high to
be reached. In actuality, the pres-
ent price-earnings ratio is con-
siderably less conservative than it
appears at first glance:

(1) Earnings per share have
been declining steadily since the
first quarter of 1951, and are now
about 20% below that point. In-
deed, per share earnings are now
slightly lower than they were
when this upward market move
began during the 1949 recession!

(2) The price-earnings ratio is
higher than it has been at any
time since the first quarter of 1947
and it is nearly double what it
was in the second quarter of 1949.

(3): The spread between divi-
dend and bond yields—particu-
larly after taxes—has narrowed
considerably. ’

(4) If the current price-earnings
ratio is low relative to the ratio

at other bull market highs, one
could argue with equal force that
at the upturn which began in 1949,
the price-earnings ratio was very
much lower than it was at other
bear market lows since 1929.

Why Are the Bulls Overstating
Their Case?

(1) The Government Deficit.
After running a cash surplus in
the first half of 1952, the Federal
Government will be paying out
more than it is taking in between
now and the end of the year. Sup-
posedly, this cash deficit will re-
invigorate the inflationary im-
pulses in the economy.

But some very reliable estimates
indicate that the cash deficit from
July 1, 1952 to Jan. 1, 1953, will
not amount to more than $9 bil-
lion. Including attrition on mar-
ket refundings, the Treasury will
need altogether about $10 billion.
Of course, this is a lot of money.
On the other hand, it is less than
$5 billion above the cash deficit
in the last half of 1951, when the
deficit was not sufficient to off-
set quite pronounced deflationary
influences throughout the econ-
omy. Furthermore, probably lit-
tle more than half of the cash def-
icit will have to be raised from
the banking system (most of it
was already covered by the new
issue of 233s), in view of the fact
that corporations will be accruing
tax liabilities faster than they are
paying taxes (due to the Mills
plan) and will accumulate over $5
billion in cash that way—and this
cash is likely to be invested in
short-term Treasuries or tax an-
ticipation notes. Sales of savings
bonds are also likely to improve
as a result of the more favorable
terms now available.

(2) Civilian Demand. Any in-
crease in construction of all types,
business expenditure on new plant
and equipment, and consumer
spending are all likely to be off-
set by further reductions in man-
ufacturers’ inventories and in ex-
ports.

More important, any marked
rise in the general price level is
most unlikely, even though aggre-
gate demand may expand some-
what. Sufficient emphasis cannot
be given to the vital fact that the
vast expansion in our productive
capacity in recent years will be
more than adequate to keep pace
with the demand for goods and
services, and the now familiar
sight of disappearing shortages
will become increasingly com-
monplace. Difficulties caused by
the steel strike are likely to be
relatively brief. Wage increases,
however, will continue to press
upon profit margins—and may
perhaps press hard.

The substance of this position is
that there is a significant diver-
gence between the outlook for
business activity, which may be
pretty. good for the next six

months, and the outlook for earn=
ings, which appears likely to con=
tinue relatively unfavorable.

(3) 19532 By the first quarter
of next year, government spend-
ing will have reached its peak
and will no longer be a stimu-
lating influence. Exports will be
lower. Plant and eqtiipment ex-
penditures will also start to con-
tract, particularly since most new
defense plants will be completed
by ther. Renewal of inventory
accumulation or of consumer buy-
ing sprees will be most improb-
able.

A rather gradual decline in
business activity is therefore
likely to develop. But the steep
rise in break-even points since
1950 and the strong probability of
excess productive capacity in
many lines can cause a cut in
earnings which will be much
sharper and deeper than the let-
up in output and employment,

Conclusion

Stock prices have been high for
some time, but one must recognize
that psychological influences
could give the market a buoyancy
it might not rationally deserve.
The “summer rally” in the face of
the business outlook appears to
be the final burst of this irra-
tional development.

Metals & Chemicals
Stock at $3 a Share

An issue of 200,000 shares of
common stock of Metals and
Chemicals Corp. was offered pub-
licly by Beer & Co. and associates
“as a speculation” at $3 per
share.

The net proceeds are to be used
to pay off indebtedness incurred
for interim financing during the
preparation of the financing pro-
gram. The remainder will be used
for exploration purposes.

Metals and Chemicals Corp.’s
primary interest is in exploration
for manganese and lead. It is not
presently engaged in the chemical
business and it has no present
plans to engage in such business.
The corporation owns 100% of the
capital stock of a Costa Rican cor-
poration formed for the purpose
of acquisition and exploration of
manganese and lead deposits lo-
cated in the Provinces of Guana-
caste and Puntarenas in the Re=-
public of Costa Rica.

With Beer & Co.

(Special to THE FINANCIAL CHRONICLE)
NEW ORLEANS, La. — Mrs.
Katherine B. Bonner is now with
Beer & Company, 233 Carondelet
Street, members of the New York
and New Orleans Stock Exchanges.

Two With Keller Co.

(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass. — Albert W.
Barassi and Eugene Sullivan have
become connected with Keller &
Co., 50 State Street.

Bonnett Brokerage Co.

PROVO CITY, Utah — Orvel J.
Bonnett is engaging in the secur-
ities business under the firm name
of Bonnett Brokerage Co., from
offices at 402 West Center Street.

Arthur Davidor Opens

OKLAHOMA CITY, Okla. —
Arthur Davidor has opened offices
at 1412 N. W. Thirty-eighth Street,
to engage in a securities business,

Ernest C. Gibson Opens

(Special to THE FINANCIAL CHRONICLE)
MONROE, La. — Ernest C. Gib-
son is engaging in a securities
business from offices at 1315
Forsyth Lane.

Tri-States Secs. Co.

LAKE PROVIDENCE, La. —
William B. Mitchell is engaging in
a securities: business from offices
on Lake Street, under the firm
name of Tri-States Securities Co.
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- - ‘ The following statistical tabulations cover production and other figures for the
Indications of Current ; j e ;

latest week or month available. Dates shown in first column are either for the

B"SI“&SS ACthlty week or month ended on that date, or, in cases of quotations, are as of that date:

Latest Previous Month Year Latest Previous
AMERICAN IRON AND STEEL INSTITUTE: Week Week Ago Ago Month Month
Indicated steel operations (percent of capacity) 3 45.4 15.3 13.3 101.5 | ALUMINUM (BUREAU OF MINES):
. Equivalent. to— | Production of primary aluminum in the U, 8. . ’
Stecl ingots and castings (net tons) 943,000 317,000 277,000 2,029,000 (in short tons)—Month of May 80,803 76,880 67,720
AMERICAN PETEOLEUM INSTITUTE: Stocks of aluminum (short tons) ‘end of May 10,371 10,239 14'549
Crude oil and condensate output—daily average (bbls. of =
42 gallons each) July 19 6,078,350 6,075,050 6,155,000 6,165,700 | AMERICAN GAS ASSOCIATION — For month
Crude runs to stills—daily average (bbls.) oo __-___ July 19 16,819,000 7,013,000 6,805,000 6,406,000 of May: g
Gasoline output (bbls.) 23,014,000 . 23,251,000 22,258,000 21,363,000 Total gas (M therms) 3,577,673 4,790,956 3,730,400
Kerosene output (bbls.) P 2,301,000 2,417,000 2,179,000 2,471,000 Natural gas sales (M therms)___ 3,315,512 4,473,019 3'465:100
Distillate fuel oil oufput (bbls.) . 10,128,000 10,184,000 10,387,000 8,721,000 Manufactured gas sales (M therms).. 103,002 128,970 129,900
Residual fuel oil output (bbls.) B 8,779,000 8,943,000 8,695,000 8,963,000 Mixed gas sales (M therms)._.. 159,159 188,967 135,400
Stocks at refineries, bulk terminals, in transit, in plpe lmesn— d
Finished and unfinished gasoline (bbls.) at 117,380,000 118,332,000 121,613,000 131,483,000 | AMERICAN IRON AND STEEL INSTITUTE:
Kerosene (bbls.) at 25,128,000 24,306,000 21,865,000 28,773,000 Steel ingots and steel for castings produced
Distillate fuel oil (bbls.) at 5 77,361,000 172,515,000 60,905,000 79,709,000 (net tons)—Month of June. 1,639,000 8,201,000 8,662,348
Residual fuel o0il (bbls.) at R oo, M 49,596,000 48,395,000 42,822,000 44,970,000 Shipments qf steel products, incl. carbon al-
ASSOCIATION OF AMERICAN RAILROADS: w4z . 1oy & stainless (net tons)—Month of May + L t
Revenue freight loaded (number of cars)_- = 608,957 572,387 643,860 805,378

Revenue freight received from connections (no. 521,892 461,787 570,570 652,067 AME&‘%;‘R{ETROLEUM INSTITUTE—Month

cv lrf'EwEsNg&%%RNG CONSTRUCTION — ENGINEERING Gas consumption—Grand total, U.S. (gallons) 3,456,544,000 3,361,099,000 3,421,751,000
Total U. S. construction ~-July 24 $278,166,000 §203,779,000  $365,117,000 251,875,000 Daily average, U.S. (gallons) 111,501,000 115,900,000 110,379,000
Private construction ; 130,806,000 114,166,000 202,536,000 . 114,995,000 s
Public construction ’ 147.360,000 181,613,000 162581000 ' 136,880,000 AMEBICAN ZING INSTETUTE; INC.—Month of
State and municipal 118,133,000 88,405,000 14,564,000 105,224,000 1 7
Federal July2e 20227000 93,208,000 48017000 31656000 | S3uag o icr_output, all grades (tons of m—
COAL OUTPUT (U. S. BUREAU OF MINES): o | Shipments (tons of 2,000 1b8.) —eeeemov. ) ) 79,299
Bituminous coal and lignite (tons) July 19 6,570,000 *5,190,000 7,880,000 10.152,000 Stocks -at end of period (tons) 4 | 15,791
Pennsylvania anthracite (tons) July 19 687,000 521,000 739,000 812,000 Unfilled orders at end of period (tons) X ¥ 73,304
Beehive coke (tons) July 19 17,200 *9,600 17,900 150,200
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE i i i i - COA?ﬂg:{TPUT (BUREAU OF MINES)—Month
EM—1947-19 AVERAGE = Ju H
Eblss(‘){liTEI]r;:CTﬁl'z(:A;NgTIETUT(i:- 100 i Bituminous coal and lignite (net tons) 31,405,000 36,755,000 43,536,000
‘Electric output (in 000 kwh.)- July26 7328231 7,180,328 7,317,817 7,005,261 | Lepnsylvania anthracite (net tons)-... 302,000 3,203,000 . 3,743,000

‘Beehive coke (net tons) 110,000 450,000 627,700
FAILURES (COMMERCIAL AND INDUSTRIAL) —DUN &
BRADSTREET, INC. __ July 24 137 103 163 184 | CONSUMER PURCHASES OF COMMODITIES
o ~DUN & BRADSTREET, INC, (1935-
IRON AGE COMPOSITE PRICES: .
Finished steel (per 1b.) July 22 4.131c 4,131c 4.131c 4.131c 1939=100)—Month of June.-—--.. i 352.3
Pig iron (per gross ton). July 22 $52.77 $52.77 $52.717 $52.,69
Scrap steel (per gross ton) July 22 $40.75 $39.33 $39.50 $43.00 C%I;l;Epgr Ig%’glllic‘g;rfi—n?%r rgorxh of June:
M%fe%{‘“ﬁ;}t!CEipg} & M. J. QUOTATIONS): 5 Crude (tons of 2,000 POUNAS) - vmmmeem. _ 79,588 92,946 87,103
1C ¢ e - L Refi
Domestic refinery at July 23 24.200¢ 24.200¢ 24.200¢ G000 |- gttt (e 07 2100 potiils) 92,151 97,593 105,127
Export refinery at July 23 95:3800 33,9250 ] 2 fisdbo In U. §. A. (tons of 2,000 pounds) . .. 98,416 105,362 114,103
Straits tin (New York) at ----duly 23 <121,500¢ 121.500¢ 5 106.000¢ Refined copper stock at ‘end of period '
Lead (New York) at July 23 160000 16.000¢ ' =11000¢ (tons of 2,000 pounds) 70,856 55,351 60,912
Lead (St. Louis) at July 23 15.800¢ 15.800c 4 16.800c » L] v
Zince (East St, Louis) at .'luly 23 15.000c 15.000¢ 15.0090 17.500c DEPARTMENT STORE SALES (FEDERAL RE-
MOODY’S BOND PRICES DAILY AVERAGES: . SERVE SYSTEM—(1947-49 Average=160)
U. 8. Government Bonds. "_-July 29 98.28 98.66 98.31 ' 97.63 Month of June:
Average corporate —--July 29 109.79 109.79 © 110.15 110.52| Adjusted for seasonal variations oo *108 105
Aag July 29 114.27 114.08 114.27 114.85 Without adjustment *107 99
Aa July 29 112.19 112.19 112,75 114.08
A July 29 109.42 109.42 A 109.42 | EDISON ELECTRIC INSTITUTE:
Baa __ = _July 29 f 104.14 > 103.97 Kilowatt-hour sales to ultimate consumers—
Railroad -Group s July 29 A i . 106.92 Month of April (000’s omitted) 217,765,654 28,452,603 26,002,167
Public Utilities Group L2 July 29 . 5 A 110.34 Revenue from ultimate customers—month of
‘Industrials Group e July 29 3. . A 114,08 April $494,079,800 $504,333,900 $458,907,600
MOODY’S BOND YIELD DAILY AVERAGES: Number of ultimate customers at April 30.. 47,294,356 47,141,561 45,501,322

)
U. S. Government Bonds Ti__July 29
J FABRICATED STRUCTURAL STEEL (AMERI-
AVErage COrpOrate e CAN INSTITUTE OF STEEL CONSTEUC-
July 29 TION)—Month of June:
July 29 Contracts closed . (tonnage)—estimated . 167,492 *209,888 207,966
Shipments (tonnage)—estimated 125,486 *244,222 257,066

July 29
FREIGHT CAR OUTPUT—DOMESTIC (AMER-

Railroad Group July 29
Puplic Ttllitles Group July 29 ICAN RAILWAY CAR INSTITUTE) —
Month of June:

Year
.Ago

mW oo D
—oUrR B

LTS

PN EWN

[N
©
o«

Industrials Group by July 2g" ; :
MOODY’S COMMODITY INDEX = July 29 ! . - 466.3/[  Deliveries (number of cars) g 6,857
NATIONAL PAPERBOARD ASSOCIATION: ! : J Backlog of orders at end of month (number

Orderg received (tons) I 2July 19 168,607 161,404 191,104 176,346 of cars) i 103,910

Production (tons) __ 3 July 19 201,443 . 120,463 210,043 225,732

Percentage of activity. 80, - . 51 85 94 | GAS. APPLIANCE MANUFACTURERS ASSO-

Unfilled orders (tons) at end of period ---dJuly 19 417,253 452,504 374,791 589,330 i (ilATlt?N-—-Month (;f Ms.g: , . ;

OIL, PAINT AND DRUG REPORTER, PRICE INDEX— T utomatly gas., waler :healer, "Suipmenis
1949 AVERAGE = 100 - Tuly 25 109.94 110.07 109.67 115.75 (units) 150,300 226,900

Domestic .gas range shipments (units) © 161,100 173,600
STOCK TRANSACTIONS FOR ODD- LOT ACCOUNT OF ODD- Gas-fired central heating -equipment ship-
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK . ments (units) 54,600 40,200
EXCHANGE—SECURITIES EXCHANGE COMMISSION: 2 . Gas-fired furnaces (units)
Odd-lot sales by dealers (customers' purchases)— *~ Gas-fired ‘boilers (units).--.
Number of orders ~July 12 23,128 - ~ 23,232 25,800 25,428, Gas-conversion burners (units)
Number of shares July 12 651,861 664,551 717,829 710,236
Dollar value July 12  $30,376,20p  $30,532,031  $37,526,319  $32,380,715/| HOUSEHOLD VACUUM CLEANERS—STAND-
Odd-lot purchases by dealers. (customers’ sales)— . < . ARD SIZE (VACUUM CLEANER MANU-
Number of orders—Customers’ total sales July 12 20,065 “~ 19,819 21,888 21,448 FACTURERS ASSN.)—Month of June:
Customers’ short sales - July 12 sz BY 99 404 | Factory sales (number of units) 216,969
Customers’ other sales. July 12 e "L 21,789 21,044
Number of shares—Total sales July 12 249,630 603,346 572,416 | INTERSTATE COMMERCE COMMISSION—
Customers’ short sales July 12 2,058 “ g i 3,128 14,706 Index of Railway Employment at middle of
Customers’ other sales. July 12 547,472 600,218 557,710 June (1935-39 average = 100)
Dolar value - July 12 $23; 2()5,275 $25,152,770  $23,680,128
lot sales by dealers— METAL OUTPUT (BUREAU OF MINES)—
Number of shares—Total sales July 12 160,850 153,100 T 182,200 137,030 Month of May:
—emeJuly 12 e - -—--’| ‘Mine production of recoverable metals in the
July 12 160,850 153,100 182,200 137,030 United States: X
; Copper (in short tons) *80,332
July 12 251,670 241,400 299,390 320,660 Gold (in fine ounces) : %137,107
¥ Lead (in short ‘tons). ’ *34,363
e ) Silver (in fine ounces) 5 3,218,835
D Zinc (in short tons) 162,15 *60,443 ‘568,719

July 185,250 3‘175 460 258,050 322,970 RAILROAD EARNINGS — CLASS I 'ROADS
July 5,665,070 7 6,716,250 6,353,400 5,357,720 ;fosnstg%'f‘;;‘!’ff‘ OF AMERICAN ERS.) —
a2 :
: : e : July. 5 . ;5,850,320 - 6BRLTI0  .6,B11460 - D,680,680 .mior” onerating revenuies $870,315,262 $847,478,130 $888,608471
-LOT TRANSACTIONS FOR ACCOUNT 'OF MEM- Total operating expenses. 676,418,308 667,433,379 691,045,672
BERS, EXCEPT ODD-LOT DEALERS AND .SPECIALISTS 4 Operating ratio ... 7.72% 78.76% M.T1%
Transactions of specialists in stocks in which registered— Taxes $97,350,092 $93,229,105 $103,785,651
Total purchases : July 544,510 605,080 605.140 539,860 |  Net railway operating income before charges  82,970,25¢ 72,312,900 76,717,336
Short sales July 103,170 109,480 124,880 142,870 Net income after charges (est,)-—— eemm 55,000,000 45,000,000 51,000,000
Other sales __ July 457,890 494,550 540,770 464,860
Total sales __ - 561,060 604,030 665,650 607,720 | PRICES RECEIVED BY FARMERS — INDEX
* Other transactions initiated on the floor— NUMBER — U. S§. DEPT. OF AGRICUL-
Total purchases _ 127,800 146,100 165,650 109,830 TURE — August, 1909-July, 1941=100—As
Short sales . 4,900 2,600 9,000 13,500 of April 15:
Other sales __ 177,160 191,120 154,760 158,050 Unadjusted—
Total sales ____ 182,060 193,720 163,760 171,650 All farm products
Other transactions initiated off the floor— Crop.
Total purchases 220,860 258,920 256,129 214,060 pof,d'éram
Short  sales 42,180 28,430 62,750 60,050 Feed grain and hay
Other sales 273,983 287,620 322,790 229,902 Tobacco
Total sales __ 316,163 316,250 385,540 289,952 Cotton
. Total round-lot transactions for account of members— Frult
803,170 1,010,100 1,116,919 863,750

Total purchases
Short. sales 150,250 © 140,510 196,630 216,420 Sk e
909,033 973490 1,018,320 852,802

Other sales _
Total sales 1,059,283 1,114,000,  1,214950 1,069,222 Listiock, a8t modiel

‘WHOLESALE PRICES, NEW' SERIES —U. S. DEPT. OF Dairy products -
LABOR—(1947-49 = 100): Poultry ‘and eggs-
Commodity Group— .
All commodities July 22 2 11117 i ZINC ‘OXIDE (BUREAU OF MINES)—Month
Farm products July 22 K E . % s of May:
Processed foods July 22+ ! % Preduction (short tons) -
Meats - July 22 i _| Shipments (short tons) 12,279 15,873
All commodities other ttan farm and foods July 22 g Stocks at-end of month (short tons)-— 31,980 30,512

?
3
1
1
1
i

el e P

s aae aanel aua o

*Revised. fIncludes 505,000 barrels of foreign crude runs. *Revised ﬂgure, 1Not available due to steel strike.
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Tomorrow’s
Markets
Walter Whyte
Says—

I.— By WALTER WHYTE =

The final two sentences of
Jast week’s column said, “Get-
ting aboard at the 270 figure
in all stocks is obviously an
wmpossibility. Better try for
ihem within five points of
that figure and then hold on.”

* * *

I repeat the above in the
Jight of what has happened in
the past few days. The low
point in the Dow Averages
was 273 ‘and a fraction. As
this is being picked out on
the Underwood, the averages
. are back to about 280.

" *The same question “what,
from here on in,” is now
wuppermost in trader’s minds.
To answer it you'll have to
300k at the action of the nega-
tive stocks—that is, negative
in the past few days—and see
what they’re doing. Should
these so-called negatives con-
4inue in a downtrend, the sus-
ypicion would arise that a new
down-move was in the mak-
ing. You can use the same
smethod in a down market. In
the latter the down stocks ob-
viously dominate the major
irend. If a few stocks which
had been early weak sisters,
firm up and start advancing,
or even refuse to go any
Jower, you can almost be cer-
fain that an end to the down-
move is in sight.
*® * *

For the past few weeks the
down-movers were such
stocks as City Service, Stand-
ard of New Jersey, Richfield
Bil, Kennecott, Smelters and
Anaconda. It wasn’t their de-
<line in actual points that was
so significant as their be-
havior while doing it. A down
close one night, followed by
a lower opening the following
sworning, usually signifies
anore down to come.

2 * * *

In the past few days, how-
gver, it was significant to note
$hat a down close was no
Yonger followed by a down
opening. The reasons for this
ore many and probably
waried. At this point you can
Jot your imagination roam.
“Yhe answer to the trader,
Mowever, is that a halt has
%een called; the reasons are
wunimportant.

* * *

The fact that this halt was

within previously determined
fechnical ranges gives it
added significance.

* * *

A few weeks ago I said in
this space that after a reaction
1o about 270 (five points with-
sn that figure its influence
would be felt) there would be
a rally that might carry them

.well across the 300 mark., At

this writing the latter figure
is still some distance away.
But if the previous action is
any harbinger, it won’t be too
long before that figure is ap-
proximated.

* * *

Time element is something
else. Practically all the buying
and selling going on today
comes from the investment
trust field. Obviously there is
no unanimity . among the
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though within wide ranges,
many of the funds see eye to
eye.

* * *

From here on the position
should be to hold on and
watch. Sudden shakeouts can
occur, and probably will, but
basically the trend is up.

[The views expressed in this
article do not mecessarily at any
time coincide with those of the
Chronicle. They are presented as

handlers of these funds, those of the author only.]

Continued from page 5

The State of Trade and Industry

fore the agreement was finally reached, says “Steel,” the weekly
magazine of metalworking.

The modified union shop feature accepted by the companies
is an extremely watered-down version compared with what the
union originally demanded. The whole agreement falls short of
the Wage Stabilization recommendations for which the steel-
workers had fought. It remains to be seen whether the union shop
provisions will be acceptable in four states which have basic steel
capacity of 1.2 million tons and which have statutes outlawing
compulsory unionism. Those states are Georgia, Tennessee, Texas
and Virginia, according to this trade weekly.

It will be months before distribution—for both civilian and
military uses—will resume the prestrike pattern, continues
“Steel.” Emergency directives will be used on some desperate
matters, such as tinplate for the canning industry.

The eight-week strike cost the average steelworker $637 in
lost wages; it cost the economy $4 billion in total lost sales and
wages; it cost the steel users 15.3 million tons in lost ingots. The
ingot loss will be more before we’re through because it takes from
10 days to two weeks to get a steel mill back to normal operations,
this trade paper declares.

After steel production finally does get back to normal, another
problem caused by the strike will come to haunt us next winter—
shortage of iron ore. Because most Great Lakes ore ships couldn’t
operate during the strike, shipments this year are some 15 million
gross tons below what they were at this same time last year. That
means trouble when the ore fleet can no longer operate in winter
becali‘se the normal stocks won’t be built up for the seasonal fleet
layoff.

All that adds up to this, continues “Steel.” The nation’s steel
mills will do well.to turn out 70 million tons of finished steel this
year, the lowest output since 1949, Decontrol of steel will not be
possible for at least another 11 months, So, there’s an increased in-
terest in foreign steel, but it can be only a partial answer to a
steel consumer’s needs. Most foreign producers, while anxious to
sell to the dollar market, are already sold out for the next four
or five months.

Earlier weakness in demand for steelmaking and foundry
grades of scrap is disappearing. Waning operations in the metal-
working industry are choking off the generation of scrap, and the
prospect of an iron ore shortage presages heavy usage of scrap
concludes this trade journal.

The American Iron and Steel Institute announced that the
operating rate of steel companies having 939, of the steelmaking
capacity for the entire industry will be at 45.49, of capacity for
the week beginning July 28, 1952, equivalent to 943,000 tons of
ingots and steel for castings. In the week starting July 21, the
rate was 15.39 of capacity and output totaled 317,000 tons. A
month ago output stood at 13.3%, or 277,000 tons.

Electric Output Continues to Climb

The amount of electric energy distributed by the electric light
and power industry for the week ended July 26, 1952, was esti-
mated at 7,328,231,000 kwh,, according to the Edison Electric
Institute,

The current total was 147,903,000 kwh. above that of the pre-
ceding week when output amounted to 7,180,328,000 kwh. It was
322,970,000 kwh., or 4.6% above the total output for the week ended
July 28, 1951, and 1,138,133,000 kwh. in excess of the output re-
ported for the corresponding period two years ago.

Car Loadings Advance 6.4% in Latest Week

Loadings of revenue freight for the week ended July 19, 1952,
which were affected by the steel strike, totaled 608,957 cars,
according to the Association of American Railroads, representing
an increase of 36,570, or 6.4% above the preceding week.

The week’s total represented a decrease of 196,421 cars, or
24.4% below the corresponding week a year ago, and a decrease
of 221,119 cars, or 26.6% below the comparable period in 1950,

United States Auto Output Rose In Past Week About 29%

Passenger car production in the United States the past week,
according to “Ward’s Automotive Reports,” rose 29% to. 29,238
units, compared with 22,634 (revised) units in the previous week
and 94,075 units in the like week a year ago.

The main reason for the rise was the return to production of
all 15 Ford division plants. These plants will be closed next week,
however, and according to “Ward’s,” production will plunge “to
gnhgayﬂ of depths” with only 16,000 cars and about 1,000 trucks to

e built.

Total output for the past week was made up of 29,238 cars and
6,275 trucks built in the United States against 22,634 cars and
3,763 trucks (revised) last week and 94,075 cars and 29,255 trucks
in the comparable period a year ago.

Canadian output last week was placed at 4,807 cars and 1,110
trucks, In the preceding week 4,663 cars and 995 trucks were

built. In the like week last year 5,769 cars and 2,499 trucks were
built. ;b

Business Failures Rise Modestly

Commerci# and industrial failures increased mildly to 137 in
the week ended July 24 from 103 in the preceding week, Dun &
Bradstreet, Inc., reports. Despite this rise, casualties remained far
below a year ago when 184 occurred and were also below the 1950
fotal of 160. Less than one-half as many businesses failed as in
the comparable week in prewar 1939 when 291 failures were re-
corded.

Liabilities of $5,000 or more were involved in 119 of the
week’s casualties, rising markedly from 81 last week but remain-
ing below the 149 a year ago. Small failures, those with liabilities
under $5,000, dipped to 18 from 22 in the previous week and 35 in
the similar week of 1951, |

Wholesale Food Price Index Moves Downward for
First Time in Four Weeks

The wholesale food price index, compiled by Dun & Brad-
street, Inc., moved lower last week for the first time in four weeks.
The index fell to $6.59 as of July 22, from $6.51 the week before.
It compared with $6.90 a year a2go, or a drop of 4.5%.

The index represents the sum total of the price per pound
of 31 foods in general use and its chief function is to show the
general trend of food prices at the wholesale level.

Wholesale Commodity Price Level Declines Moderately
To Lowest Level in Close to Two Years

Following the comparative steadiness of the previous tw
weeks, the Dun & Bradstreet daily wholesale commodity price in-
dex turned downward to reach the lowest level in almost two
years. The index closed at 289.21 on July 22, as compared with
290.09 a week earlier, and with 302.76 a year ago.

Leading grain markets continued irregular last week. Despite
huge market receipts, wheat prices showed a moderate rise, aided
by a lack of hedge pressure and the disappointing outlook for the
Spring wheat crop in the Northwest. Corn prices worked lower
under pressure of continued excellent growing weather and the
Oumﬁolé that the Government goal of 3,375,000,000 bushels will be
reached.

Oats were slightly firmer while rye declined quite sharply
due mostly to free liquidation by longs. Trading in grain and soy
bean futures on the Chicago Board of Trade was more active last:
week, averaging 36,000,000 bushels per day, against 31,000,000
bushels the week before and 30,000,000 in the same week last year..

Raw sugar prices moved sharply lower as the result of liqui~
dation induced by the reallocation of the beet sugar deficit.

Spot cotton prices moved in a narrow range the past week..
Following early declines the market strengthened but closed
slighily below the preceding week. The continued easiness was:
largely influenced by widespread beneficial rains over a large:
part of the belt. Buying was stimulated at times by scarcity of
offerings, reports of increased activity in the goods market, and
the publication of the official report on consumption for June:
showing a total of 696,000 bales for the period. This was slightly-
more than had been expected, and compared with 687,000 bales im
May, and 817,000 in June last year. On a daily rate basis, con-
sumption last month showed a small decrease, averaging 34,800
bales per day, against 35,200 in May, and 40,900 bales in June a
year ago. Interest in new crop cotton showed considerable im-~
provement. Reported sales in the ten spot markets rose moderately-
to 48,000 bales last week, from 31,000 the previous week, andi
27,100 in the corresponding week a year ago. i

Trade Volume Turns Lower as Heat Wave Slows Buying

The waves of enervating heat which swept over large areas:
of the nation were instrumental in reducing spending slightly-
in the period ended on Wednesday of last week. Shoppers gen--

- erally limited their buying to their most immediate needs. While-

the selling of most lines lessened perceptibly, there was a steady
rise in the call for some seasonal merchandise. Clearance sales:
of Summer goods attracted spirited response in most sections.

Howgver, in those cities where labor-management disputes:
resulted in mounting layoffs there was a palpable rise in con-
sumer hesitancy.

Retail dollar volume in the week was estimated to be from:
unchanged to 4% higher than the level of a year ago. Regional
estimates varied from the levels of a year ago by the following
percentages; New England —1 to 43, East and Midwest —2 to 42,
South 43 to 47, Northwest and Southwest +1 to +5, and Pacific-
Coast +2 to +6.

While the consumer demand for apparel slackened slightly-
last week some items, particularly .sportswear and. beachwear
remained in wide demand.

Clearance sales, which were much more frequently encoun-
:;:ed than at this time last year, helped to sustain shoppers”
erest.

Department store sales on a countrywide basis, as taken from !
the Federal Reserve Board’s index for the week ended July 19,

1952, rose 1% above the level of the preceding week. For the
four weeks ended July 19, 1952, sales rose 1%.. For the period
Jan. 1 to July 19, 1952, department store sales registered a decline .
of 3% below the like period of the preceding year, '
Retail trade in New York last week continued to be hampered
by warm weather which resulted in the volume holding well be-
tow the like period a year ago. The decline was estimated to be -
about 119%, . i
According to the Federal Reserve Board’s index, department
store sales in New York City for the weekly period ended July 19, '
1952, decreased 11% .below the like period of last year. In the
preceding -week a decline of 13% was recorded from that of
the similar week of 1951, while for the four weeks ended July 19,
1952, a decrease of 11% was registered below the level of a year
ago. For the period Jan, 1 to July 19, 1952, volume declined 10%
under the like period of the preceding year, g
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'Securities Now

Admi!'al Corp., Chicago, III.
June 2 filed 41,669 shares of capital stock (par $1) being
offered in exchange for common stock of Canadian Ad-
miral Corp., Ltd., at rate of one share of Admiral stock
for each two shares of Canadian Admiral stock held.
This exchange offer will expire on Aug. 30. Dealer-
Manager—Dempsey & Co., Chicago, Ill. Statement ef-
fective June 19,

Ameranium Mines, Ltd., Toronto, Canada
May 28 filed 2,079,871 shares of capital stock (par $1),
of which 908,845 shares are to be offered to public by
company, 108,847 shares by underwriter and 666,171
shares to be reoffered under rescission offer. Price—70
cents per share. Proceeds—For prospecting, drilling ex-

penses, etc. Underwriter—I. Nelson Dennis & Co., To-
ronto, Canada.

% American Bosch Corp., Springfield, Mass.
July 22 (letter of notification) 3,500 shares of common
stqclg (par $2). Price—At the market. Proceeds—To
William S. Wasserman trust account (500 shares) ‘and
Investmgnt Co. of Philadelphia (3,000 shares). Office—
3664 Main St., Springfield, Mass. Underwriter—None.
AmpalfAmerican Palestine Trading Corp., N. Y.
June 16 filed $5,000,000 of 15-year 4% sinking fund de-
bentures due 1967 and $497,000 of 15-year 4% sinking
funq debentures due 1966. Price—At par (in denom-
inations of $100 each). Proceeds—To purchase equip-
ment and machinery, Business—Development of agri-
culture and commerce in Israel, Underwriter—None,
% Anderson-Farmer Corp., Maumee, Ohio
July 18 (letter of notification) 3,000 shares of cumulative

preferred stock to be offered to patrons of the Anderson . -

Elevator Co. or exchanged for acquired credits. Price—
At par ($100 per share). Proceeds—For new facilities,
or for loan to Anderson Elevator. Office—Illinois Ave.,
Maumee, Ohio. Underwriter—None.

Andowan Mines, Ltd., Port Arthur, Ont., Canada
qu 8 filed 500,000 shares of common stock (par $1).
Pr;cg—38 cents per share. Proceeds—For exploratory
drn_llmg and improvement on present holdings. Under«
writer—Frank P, Hunt & Co., Inc., Rochester, N. Y.

% Armstrong Rubber Co., West Haven, Conn.

July 25 (letter of notification) 500 shares of class A com-
mon stock (no par). Price—At market (estimated at $21
per share). Proceeds—To James A. Walsh, Chairman of
the Board, who is the selling stockholder, Underwriter—
Gruntal & Co., New York.

% Associated Grocers’ Co. of St. Louis (Mo.).
July 24 (letter of notification) 3,000 shares of common
stock, to be sold to shareholder-members and to new
members. Price—$100 per share. Proceeds—For working
capital. Office—5030 Berthold Avenue, St. Louis, Mo.
Underwriter—None,

Atlantic Refining Co.
June 25 filed 1,000,000 shares of common stock (par $10).
Price—To.be supplied by amendment. Proceeds—For
capital expenditures. Underwriter—Smith, Barney &
Co., New York. Offering—Postponed indefinitely; state-
ment to be withdrawn. ;

% Big C Chocolate Corp., N. Y.

July 24 (letter of notification) 200,000 shares of 6% cu-
mulative callable preferred stock (par 50 cents) and
200,000 shares of common stock (par one cent) to be
offered in units of one share of each class of stock. Price
—>51 cents per unit. Proeeeds—To purchase and install
additional equipment; to purchase raw materials, and
for working capital, Underwriter—Prudential Securities
Corp., New York.

% Brick Discount Corp., Buffalo, N. Y.

July 24 (letter of notification) $130,000 of 3% 10-year
debenture notes and 1,500 shares of 6% non-cumulative
preferred stock (par $100). Price—At par. Proceeds—
For working capital. Office— 1420 Genesee Bldg., Buf-
falo 2, N. Y. Underwriter—None.,

% Campbell Chemicals, Inc., St. Louis, Mo.

July 22 (letter of notification) 1,000 shares of 5% cumu-
lative preferred stock (par $10) and 4,000 shares of
common stock (par 25 cents). Price—At par. Proceeds—
For additional working and general corporate purposes.
Office—Room 407, 406 Market St., St. Louis, Mo. Un-
derwriter—None,

Canoga 0il Co., Carson City, Nev.

July 18 (letter of notification) 60,000 shares of capital
stock to be offered by Crystal Oil Co. Price—At par
($1 per share). Proceeds—To develop oil properties.
Office—511 Carson St., Carson City, Nev. Underwriter—
Kalmanir, Kline & Co., Las Vegas, Nev.

Cardiff Fluorite Mines, Ltd., Toronto, Canada
May 22 filed (amendment) 300,000 shares of common
stock (par $1). Price—$1.25 per share. Proceeds—For
development expenses and general corporate purposes.
Underwriter—Frank P. Hunt & Co., Inc., Rochester, N. Y.

Central Airlines, Inc., Fort Worth, Tex.
July 11 (letter of notification) 15,250 shares of common
stock (par $1) to be offered for subscription by stock-
holders at rate of 29/100ths of a share for each share
held. Price—$5 per share. Proceeds—To retire indebt-
edness and for other corporate purposes. Office—
Meacham Field, Fort Worth, Tex. Underwriter—None.
Chase Chemical Co. (8/4-8)
June 23 (letter of notification) 291,000 shares of com-
mon stock (par 10 cents). Price—$1 per share. Proceeds
—For working capital. Office—Newark, N. J. Under-
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NEW ISSUE CALENDAR

August 4, 1952
Chase Chemical Co
(Aigeltinger & Co. and Vickers Brothers)

Lunn Laminates, Inc Commen
(S. D. Fuller & Co. and Vermilyea Brothers)
McCarthy (Glenn), Inc Commen
(B. V. Christie & Co.)

Newcomer Products, Inc Debs. & Common
(McKelvy & Co.)

Working Capital, Inc
(W. Harry Young Co.)

August 5, 1952
Chesapeake & Ohio Ry Equip. Trust Ctfs.

(Bids noon EDT)
Common

Delta Air Lines, Inc._
(Courts & Co.)
Pennsylvania Electric Co.. Bonds & Preferred
(Bids noon EDT)
August 6, 1952
Texas Gas Transmission Corp
(Dillon, Read & Co. Inc.)
August 8, 1952
Seaboard Air Line RR
(Bids noon EDT)
August 11, 1952
Motorola, Inc. ..

Common

(Hickey & Co.)
Mountain States Power Co.
(Bids 10:30 a.m. CDT)
Parsonnet TV-Film Studios, Inc
(Trinity Securities Corp.)
August 13, 1952
Texas City Chemicals, Inc. Debs. & Com.
(Glore, Forgan & Co.)
Warren-Bradshaw Exploration Co. Common
(Paul H. Davis & Co.; Paine, Webber, Jackson & Curtis
and F. 8. Moseley & Co.)
August 14, 1952
Chicago, Milwaukee, St. Paul &
Pacific RR. __________________ Equip. Trust Ctfs.
(Bids noon EDT)
Cincinnati Enquirer, I
(Halsey, Stuart & Co., Inc.)
August 18, 1952
Pillsbury Mills, Inc Commeon
(Goldman, Sachs & Co., and Piper, Jaffray & Hopwood)
August 21, 1952
Texas Eastern Transmission Corp.
(Dillon, Read & Co.) E
September 8, 1952
Tennessee Gas Transmission Co....
(Bids to be received)
September 9, 1952
Arkansas Power & Light Co
(Blds to be invited)
September 23, 1952
Appalachian Electric Power Co Bonds & Notes
‘ (Bids 11 a.m. EDT)
) September 30, 1952
Washington Water Power Co
(Bids to be received)
October 20, 1952
Carolina Power & Light Co,
(Bids to be received)
December 15, 1952

New Orleans Public Service Inc,
(Bids to be received)

Debentures

Preferred

writers—Aigeltinger & Co. and Vickers Brothers, both
of New York.
% Cincinnati Enquirer, Inc., Cincinnati, Ohio (8/14)
July 25 filed $3,500,000 of 15-year sinking fund deben-
tures and $2,500,000 of 10-year convertible debentures.
Price—To be supplied by amendment. Proceeds—To pay
notes issued to, the Portsmouth Steel Corp. Underwriter
—Halsey, Stuart & Co., Inc., Chicago & New York.
% Cincinnati Enquirer, Inc., Cincinnati, Ohio
July 25 filed 400,000 shares of common stock. Price—
At par (310 per share). Proceeds—For working capital.
Underwriter—None.

Cinecolor Corp., Burbank, Calif.
May 9 filed $452,350 of five-year 5% subordinated sink-
ing fund debentures due May 1, 1957 (with common
stock purchase warrants attached) to be offered for sub-
scription by common stockholders at rate of $1 of de-
bentures for each two common shares held. Price—At
par, Proceeds—To purchase voting control of Cine-
color (Great Pritain), Ltd. and for working capital
Business—Two-color film process. Underwriter—None.
Warrants — Will entitle holders to purchase 452,350
shares of common stock at par ( $1 per share). They are
exercisable to May 1, 1955,

Coca-Cola Bottling Co. of Los Angeles
July 15 (letter of notification) 2,000 shares of common
stock. Price—At market (about $23 per share). Proceeds
—To Stanley N. Barbee, President, who is the selling
Underwriter—Lester, Ryons & Co., Los
Angeles, Calif.

Colorado Fuel & Iron Corp.
June 11 filed 39,475 shares of common stock (no par).
Price—At market. Proceeds—To Mt. Oliver & Staunton

Coal Co., the selling stockholder. Underwriter — None, .

shares to be sold from time to time on the New York
Stock Exchange. e
% Consolidated Grocers Corp., Chicago, Il

July 23 (letter of notification) 925 shares of common
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stock (par $1.3315) to be offered on the New York
Stock Exchange. Price — At market (approximatets
$14.25 per share). Proceeds—To the Executors of the
Estate of Ruth K. Cummings. Office—135 South La Salle:
St., Chicago, Ill. Underwriter—Farwell, Chapman & Ce.,
Chicago.

Continental Oil Co., Houston, Tex.
May 14 filed $26,000,000 of interests in The Thrift Plars
for employees of this company, together with 400,608
shares of capital stock (par $5) purchasable under termss
of the plan. Underwriter—None.

Convertawnings, Inc., Amityville, N. Y.
July 9 (letter of notification) 10,000 shares of commoxx
stock (par $1) to be offered for subscription by com-
mon stockholders of record March 31, 1952, at rate of*
two new shares for each share held; rights to expires-
Aug. 15. Price—To stockholders, $8 per share; to public,
$10 per share. Proceeds—For working capital. Office—
Zahn's Airport, Amityville, N, Y. Underwriter—Nong.

Dean Co., Chicago, Il
April 10 (letter of notification) 4,000 shares of common
stock (par $10). Price—$16.50 per share. Proceeds—
To T. A. Dean, trustee under the will of J. R. Dear.
Office—666 Lake Shore Drive, Chicago 11, IIl. Undes~
writer—Boettcher & Co., Denver, Colo.

Deardorf Oil Corp., Oklahoma City, Okla.

April 14 (letter of notification) 2,000,000 shares of com-z‘t

mon stock. Price—At par (10 cents per share). Proceedss’
—For working capital. Office—219 Fidelity Bldg., Okla~
homa City, Okla. Underwriter—None.
Decca Records, Inc.

July 2 filed 258,883 shares of capital stock (par 50 centf)

being offered for subscription by stockholders of record:
July 22 at rate of one new share for each three shares
held; rights to expire on Aug. 8, Price—$7.621% per share.

Proceeds—For general corporate fund. Underwriters—-
Reynolds & Co. and Laurence M. Marks & Co., both e#
vew York.

Deerpark Packing Co., Port Jervis, N. Y. .
March 21 (letter of notification) 235,000 shares of corn—
mon stock (par 10 cents). Price—$1.25 per share. Pro—
ceeds—To repay RFC loan of $41,050 and for working
capital.
® Delta Air Lines, Inc., Atlanta, Ga. (8/5-7)

July 14 filed 100,000 shares of common stock (par $3).
Price—To be supplied by amendment (may be about $25
per share). Proceeds — For acquisition of aircraft and
facilities and for other corporate purposes, Underwritex
—Courts & Co., Atlanta, Ga. :

Devil Peak Uranium, Ltd. (Nev.)

April 7 (letter of notification) 600,000 shares of comman
stock (par one cent). Price—50 cents per share. Pro-
ceeds — For rehabilitation and development program..
Office — Suite 839, 60 East 42nd St., New York 17, N. ¥.
Underwriter—Gardner & Co., White Plains, N. Y.

% Dry-Ore Concentrator, Inc.,, Redmond, Wash.
June 30 (letter of notification) 2,000 shares of commenx
stock. Price—At par ($10 per share). Proceeds—To de-—
velop commercial model of mineral separating maching:
and to establish sales organization. Office — Putnar
Building, Redmond, Wash. Underwriter—None.
Duquesne Natural Gas Co. )
May 28 (letter of notification) a maximum of 92,78%
shares of common stock (par one cent) to be offered fox
subscription by stockholders of record July 15 at rate off
one new common share for each five common shares-
held, two new common shares for each preferred share
held and six new shares of common stock for each shaxe-
of preference stock held (with an oversubscription pri~
vilege). Rights will expire on Sept. 1. Price — $1 per
share. Proceeds—For working capital. Undgerwriters—-
None, It is expected that warrants will be mailed around
July 25. ’ &
Eastern Stainless Steel Corp., Baitimore, Md.

April 7 (letter of notification) 4,000 shares _of cOmmo
stock (par $5). Price—At market (approximately $is
per share). Proceeds—To J. M. Curley, the selling stock-—
holder. Underwriter—Hornblower & Weeks, New York.

% Electronic Computer Corp., Brooklyn, N. Y.
July 25 (letter of notification) 52,500 shares of class B
common stock (par $1) of which 15,000 shares are to bes
offered first to persons who sought to purchase stock:
under the offering which commenced in February, 1951,
but whose purchases could not be consummated. The
other 37,500 shares to be offered to stockholders of record
N Continued on page 3G
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Aug. 10 at rate of one new share for each four shares of
class A and/or class B stock held; rights to expire on
Sept. 10. Price—$3 per share. Proceeds—For working
capital. Office—265 Butler Street, Brooklyn, N. Y. Un-
derwriter—Pioneer Enterprises, Inc., Bluefield, W. Va.
® Excalibur Uranium Corp., Denver, Colo.

July 10 (letter of notification) 28,550 shares of class B
capital stock being offered only to stockholders for
subscription. Price—$3 per share. Proceeds—For full-
scale production on mining claims on the Green River
in Utah and for exploration and development. Address
—c/0 Holland & Hart, 350 Equitable Bldg., Denver 2,
Colo. Underwriter—None,

Farm & Home Loan & Discount Co.,
Phoenix, Ariz.

July 7 filed 1,613,168 shares of class A common stock
(par 25 cents) and 2,744,034 shares of class B common
stock (par 35 cents), the class A stock to be sold only to
policyholders of The Farm & Home Insurance Co. Price
—At par. Proceeds—To increase capital. Underwriters—
John J. Rhodes and James E. McNelis, officers and direc-
tors of the two companies.
% Fireman’s Fund Insurance Co., San Francisco,

Calif.
July 23 (letter of notification) not exceeding 4,783 shares
of capital stock to be purchased by participating employ-
ees under Savings and Supplemental Retirement Plan.

Flathead Petroleum Co., Monroe, Wash.
March 21 filed 600,000 shares of common stock (par
10 cents). Price — 50 cents per share. Proceeds — For
equipment and drilling purposes. Underwriter—None.
® Flying Tiger Line Inc. (Del.)
July 10 filed $2,750,000 debentures due July 1, 1967 (sub-
ordinate). Price—To be supplied by amendment. Pro-
ceeds — For purchase of seven aircraft. Underwriter—
Merrill Lynch, Pierce, Fenner & Beane, New York. Of-
fering—Expected today.

General Contract Corp. (formerly Industrial

Bancshares Corp.), St. Louis, Mo.

May 26 filed 110,000 shares of common stock (par $2),
15,500 shares of 5% cumulative convertible preferred
stock (par $100) and 50,000 shares of 5% cumulative
convertible preferred stock (par $20) being offered in ex-
change for stock of Securities Investment Co. of St. Louis
at rate of 11/10 shares of common stock and one-half
share of $20 par preferred stock for each S.I.C. common
share and one share of $100 par preferred stock for each
S.I.C. $100 preferred share. Offer will expire on July 31.
Underwriter—None. Statement effective July 8.

% General Fuse Co., South River, N. J. ;
July 22 (letter of notification) 960,000 shares of common
stock (par 10 cents) to be offered for subscription by
stockholders of record Aug. 8 at rate of one new share
for each share held; rights-to expire on’/Aug. 13. Price—
25 cents per share. Proceeds—For expansion of Puerto
Rican factory operation and for working capital and gen-
eral corporate purposes. Underwriter—None.
% Hebron’s Home Telephone Co., Hebron, Me.
July 22 (letter of notificaticn) 400 shares of 6% cumu-
lative preferred stock (par $25) and 2,180 shares of
common stock (par $5). Price—At par. Proceeds—To
Improve and expand telephone' service, Underwriter—
None.
% Helio Aircraft Corp., Norwood, Mass.
July 21 (letter of notification) 3,000 shares of non-
cumulative preferred stock (par $1) and $3,000 shares
of common stock (par $1) to be offered in units con-
sisting of one share of preferred and one share of com-
mon stock. Price—$25 per unit to subscribing stock-
holders and $27.50 per unit to public. Proceeds—To
continue development of “Courier” model aircraft and
to design and develop “Helioplane” type of aircraft.
Office — Boston Metropolitan Airport, Norwood, Mass.
Underwriters—Chace, Whiteside, West & Winslow, and
H. C. Wainwright & Co., both of Boston, Mass.
Hixon Placers, Inc., Seattle, Wash,
~oJune 9 filed 787,736 shares of common stock (par 10
cents). Price—50 cents per share. Proceeds—For min-
ing development, etc. Underwriter—None, sales to be
made through agents, including officers and directors,
who will receive a commission of 10 cents per share sold.
Hutzler Brothers Co., Baltimore, Md.
July 3 (letter of' notification) $300,000 of 5% 25-year
notes dated Aug. 1, 1952, to be offered for subscription
by common stockholders. Price—At par (in various units
as determined by thd directors). Proceeds—For additional
_ working capital. Office—212 N. Howard St., Baltimore 1,
Md. Underwriter—None,
Huyck (F. C.) & Sons ’
May 16 filed 60,000 shares of cumulative convertible
prior preferred stock (par $50). Price—To be supplied
by amendment. Proceeds—To redeem $5 class B pre-
ferred stock and for working capital. Business — Me-
chanical fabrics for industry and blankets and apparel
cloth. Underwriter—Kidder, Peabody & Co., New York.
Offering—Postponed indefinitely.
Idaho Maryland Mines Corp.
~ June 6 filed 200,000 shares of common stock (par $1).
Price—At market (on the San Francisco Stock Ex-
change). Proceeds—To selling stockholder (Gwendolyn
MacBoyle Betchtold, as executrix of the last will and
testament of Errol Bechtold, deceased). Office—San
Francisco. Calif. Underwriter—None, -
Inland Oil Co. (Nev.), Newark, N. J. !
Feb. 26 (letter of notification) 599,700 shares of class A
common stock (pgr 25 cents). Price—50 cents per share.
Pmeeedg—For drilling and equipping well and for work-
ing caplt.al. Office—11 Commerce St., Newark, N. J.
Underwriter—Weber-Millican Co., New York.
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Inland Petroleum Corp., Miami, Fla.
July 17 (letter of notification) 27,500 shares of 6%
non-cumulative convertible preferred stock, and 275,000
shares of common stock. Price—At par ($10 per share
for the preferred stock and one cent per share for 1:he
common. Proceeds—To purchase oil leases. Office
—612 Congress Bldg., Miami, Fla. Underwriter—None.

Instant Beverage, Inc., Omaha, Neb.
May 6 (letter of notification) 30,000 shares of common
stock (no par). Price —$5 per share. Proceeds— For
working capital. Office—2716 Country Club Avenue,
Omaha, Neb, Underwriter—None,

International Technical Aero Services, Inc.
Feb. 15 (letter of notification) 300,000 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—For
working capital. Office—International Terminal, Wash-
ington National Airport, Washington, D. C. Underwriter
—James T. DeWitt & Co., Washington, D. C.

Jersey Yukon Mines Ltd., Toronto, Canada
March 20 filed 200,000 shares of common stock (par $1).
Price—$1 per share (Canadian funds). Proceeds—For
capital payments on property account and option agree-
ments, purchase of machinery and operating expenses.
Underwriter—None.

Johnston Adding Machine Co., Carson City, Nev.
March 5 (letter of notification) 150,000 shares of capital
stock. Price—At par ($1 per share). Proceeds—To pur-
chase tools and materials and office equipment. Under-
writer—None. '

Junction City (Kansas) Telephone Co.
Feb. 29 (letter of notification) $294,000 of first mortgage
4% % bonds, series A, due Feb. 1, 1977 (in denominations
of $1,000 each). Proceeds—To retire bank loans. Under-
writer—Wachob-Bender Corp., Omaha, Neb,

LaPointe-Plascomold Corp.

May 29 filed 230,485 shares of common stock (par $1), of
which 190.485 shares are to be offered for subscription
by stockholders of record June 18 at rate of one share
for each share held, and 40,000 shares are to be issued
upon exercise of stock options by officers and employees.
Price—$2.75 per share. Business—Manufacture of televi-
sion accessories. Underwriter—None.

. LaPointe-Plascomold Corp.
July 3 (letter of notification) 92,194 shares of common
stock (par $1). Price—$2.75 per share. Proceeds—To re-
duce accounts payable and for working capital. Office
—155 W. Main St., Rockville, Conn. Underwriter—None.

Lawton Oil Corp., Magnolia, Ark.
June 9 (letter of notification) 100,000 shares of common
stock (no par). Price—$2.25 per share. Proceeds—For
exploration work. Underwriter—W. R. Stephens Invest=-
ment Co., Inc., Little Rock, Ark.

. % Lock Haven Development Co.

July 25 (letter of notification) 75 shares of capital stock
(par $50). Price—At market (estimated at approximately
$140 per share). Proceeds—To Clyde J, Walsh, selling
stockholder. Underwriter-—None, but Josephthal & Co.
will act as agent. ¥

% Louisiana Supply Co., Lake Charles, La.

July 24 (letter of notification) 10,000 shares of capital
stock (par $1) to be offered for subscription by present
stockholders at rate of one new share for each five shares
held. Price—$12.50 per share. Office—306 Pioneer Bldg.,
Lake Charles, La. Underwriter—None,

® Lunn Laminates, Inc., Huntington, N. Y. (8/4)
July 17 (letter of notification) 149,500 shares of common
stock (par 25 cents).. Price—$2 per share. Proceeds—
For working capital. Underwriters—S. D. Fuller & Co.
and Vermilyea Brothers, both of New York. .

% Major Studio Picture Corp., Las Vegas, Nevada
July 24 (letter of notification) 10,000 shares of common
stock. Price—At par ($10 per share). Proceeds—To pro-
duce a movie called “The Rodeo Story.” Office—113
South 4th Street, Las Vegas, Nev. Underwriter—None.

Marine Aircraft Corp., N.'Y.
July 11 (letter of notification) 300,000 shares of com-
mon stock (par 10 cents). Price—$1 per share. Proceeds
—For working capital. Underwriter—Securities National
Corp., Newark, N. J.

® McCarthy (Glenn), Inc. (8/4-7)

June 12 filed 10,000,000 shares of common stock (par 25
cents). Price—$2 per share. Proceeds — For drilling of
exploratory wells, acquisition of leases and for general
corporate purposes. Underwriter—B. V. Christie & Co.,
Houston, Tex. Dealer Relations Representative—George
A. Searight, 50 Broadway, New York, N. Y. Telephone
WHitehall 3-2181. See also “Chronicle” of June 26, p. 6.

* McCormick & Co., Inc., Baltimore, Md.

July 21 (letter of notification) 500 shares of 5% cumu-
lative preferred stock (par $100), 1,000 shares of voting
common stock (no par) and 7,161 shares of non-voting
common stock (no. par). Price—At par for the preferred,
and $25 per share for the common. Proceeds—For ad-
ditional working capital. Office—414 Light St., .Balti-
more 2, Md. Underwriter—None. .

% Mineral Exploration Corp., Ltd., Toronto Canada
July 29 filed 2,000,000 shares of common stock,. each
share to have attached an “A,” “B” and “C” warrant,
each giving the holder the right to purchase one addi-

“‘tional share for each two shares held in two, three, or

five 'years, at $1, $2 and $3 per share, respectively, Price
<~+For" 2,000,000 shares, $1 per share—Canadian. Pro-
ceeds—For exploration, development and acquisition of
properties. Underwriter—Brewis & White, Ltd., Toronto,
Canada. Names of United States'underwriters to be sup-
plied by amendment,. '

% Minnesota Fund, Inc., Minneapolis, Minn.

July 28 filed 125,000 shares of common stock (par one
cent). Price—Asset value, plus sales charge. Proceeds—
For investment. Distributor — Minneapolis Associates,
Inc., Minneapolis, Minn.

% Modoc Mines & Exploration Co., Reno, Nevada
July 24 (letter of notification) 2,000,000 shares of com-
mon stock. Price—At par (5 cents per share). Proceeds
—For mine development and exploration. Office—140
North Virginia Street, Reno, Nev. Underwriter—None.

Monty’s Stores, Inc., Seattle, Wash. :
May 16 (letter- of notification) $100,000 of 7% 10-year
convertible bonds (in denominations of $500 and $1,000
each) and 10,000 shares of common stock (par $10).
Price—At par. Proceeds—For working capital and ex-
pansion. Office—208 Third Ave, South, Seattle, Wash.
Underwriter—National Securities Ccrp., Seattle, Wash.

Morrow (R. D.) Co., Inc., Pittsburgh, Pxz.
May 5 (letter of notification) 10,000 shares of 54 cumu-
lative convertible preferred stock. Price—At Lar ($10
per share). Proceeds—For financing of Master TV an-
tenna systems in apartment houses on a lease basis and
for additional working capital. Underwriter—Graham &
Co., Pittsburgh, Pa.

® Motorola, Inc., Chicago, Ill. (8/11)
July 17 filed 175,921 shares of common stock (par $3)
to be offered for subscription by common stockholders
on the basis of one new share for each 10 shares held as
of Aug. 11; rights to expire on Aug. 23. Price—To be
supplied by amendment. Proceeds—For working capital.
Underwriter—Hickey & Co., Chicago, Ill.

Mountain States Power Co. (8/11)
July 7 filed 200,000 shares of common stock (par $7.25).
Proceeds — To repay bank loans. Underwriters—To be
determined by competitive bidding. Probable bidders:
Blyth & Co., Inc. and Dean Witter & Co. (jointly); Kid-
der, Peabody & Co.; Merrill' Lynch, Pierce, Fenner &
Beane; A. C. Allyn & Co., Inc. and Bear, Stearns & Co.

. (jointly); Lehman Brothers; Blair, Rollins & Co. Inc.
. Bids—Expected to be received up to 10:30 a.m. (CDT)

on Aug. 11 at Room 1100, 231 So. La Salle St., Chicago
4, 111, ‘

% Natioralk Plumbing Stores Corp.

July 25 (letter of notification) $23,600 of 312% 20-year
non-convertible income notes due Oct. 1, 1971. Price—At
par (in denominations of $500 and $1,0C0 each). Proceeds
—For’ general corporate purposes. Office—79 Cliff St.,
New York, N, Y. Underwriter—None.

% Nekoosa-Edwards Paper Co., Port Edwards, Wis.
July 21 (letter of notification) 1,498 shares of capital

“stock (par $25) to be offered to employees under stock

option plan. Price — $29.50 per share, Proceeds — For
general funds. Underwriter—None.

Nev-Tah Oil & Mining Co., Salt Lake City, Utah .
June 12 (letter of notification) 600,000 shares of common
stock (par 5 cents). Price—10 cents per share. Proceeds

‘— For expansion of operations, Underwriter — Cromer

Brokerage Co., Salt Lake City, Utah.

% New England Fund, Boston, Mass.

July 28 filed $986,500 of shares of beneficial interest in
an amount of $986,500. Proceeds—For investment. Un-
derwriter—Coffin & Burr, Inc., Boston, Mass. i

% New Era Specialties Co., Inc.,

Benton Harbor, Mich. '
July 22 (letter of notification) 22,553 shares of common
stock to be issued at par ($1 per share) to creditors in
exchange for claims. Office—Benton Harbor, Mich. Un-
derwriter—None.

New Mexico Jockey Club, Albuquerque, N. M. °
March 17 filed 1,255 shares of common stock (par $1,000).
Price—At par. Proceeds—To construct racing plant and
for working capital. Underwriter—None, but Dr. Frank
Porter Miller of Los Angeles, Calif., will be “engaged

.to sell the securities to the public.” Statement effective

April 5 through lapse of time. Amendment necessary.
% Newcomer Products, Inc., Latrobe, Pa. (8/4)

-July 25 (letter of notification) $175,000 of 5% convertible

sinking fund debentures dated Aug. 1, 1952 and due Aug.
1,- 1962, and 10,000 shares of common stock (no par).
Price—Of debentures at par; and of stock, $5 per share.
Proceeds—To repay bank loans, to buy equipment and
for working capital. Underwriter—McKelvy & Co., Pitts-
burgh, Pa. S

Overland- Oil, Inc., Denver, Colo. )
July 17 (letter of notification) 1,000,000 shares of com-
mon stock (par 10 cents). Price—20 cents per share.

"Proceeds—To carry on oil exploration program. Office
‘—504 Mercantile Bldg., Denver, Colo.

Underwriter—
Forbes & Co., Denver, Colo. :

% Parancor Co., Denver, Colo. :
July 22" (letter of notification) $30,000 of callable 5-year
registered 6% convertible notes, dated Aug. 1, 1952 (con-
vertible into common stock on the basis of one.common
share for each $100 of notes). Price—At par. Proceeds—
For working capital and increased inventory in manu~
facture of rust preventive products. Office—220 Colo-
rado National ‘Bank Bldg., Denver 2, Colo.. Underwriter

. —Ngne..
‘% Pennsylvania Coal & Coke Corp.

July=23 (letter of notification) 18,612 shares of capital

“stock ' (par $10). Price—At market, but not less than $13

per share. Proceeds—For working capital. Underwriter
—Blair,; Rollins & Co. _Inc., New York. :

P'énnsylvania Electric Co., Johnstown, Pa. (8/5)
June.25 filed $9,500,000 of first mortgage bonds due 1982 |

and 45,000 shares of preferred stock, series F* (par $100). |
Proceeds—For new construction and to repay bank loans..
Umderwriters—To be determined by competitive bidding. |
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Probable bidders: (1) For bonds—Halsey, Stuart & Co.
Inc.; Kidder, Peabody & Co.; Union Securities Corp. and
White, Weld & Co. (jointly); Kuhn, Loeb & Co., A. C.
Allyn & Co., Inc., Equitable Securities Corp., The First
Boston Corp., Shields & Co. and R. W. Pressprich & Co.
(jointly); Smith, Barney & Co. (2) For preferred—Smith,
Barney & Co. and Kidder, Peabody & Co. (jointly);
W. C. Langley & Co. and Glore, Forgan & Co. (jointly);
Kuhn, Loeb & Co., Lehman Brothers and Salomon Bros.
& Hu@z_ler (jointly); Harriman Ripley & Co., Inc.; Union
Securities Corp.; The First Boston Corp. Bids—To be
received by company at 67 Broad St., New York 4, N. Y.
up to noon (EDT) on Aug. 5,
Petroleum Finance Corp.

Feb. 5 (letter of notification ) 60,000 shares % common
stock (par $1) and 30,000 warrants to purchase 30,000
shares of common stock (warrants exercisable at $7.50
per share on or prior to April 1, 1954). Each purchaser
of two common shares will receive one warrant, Price—
$5 per share, Proceeds—For working capital. Office—

Oklahoma City, Okla. Underwriter—George F. Breen.
New Yaork,

" Phillips Packing Co., Inc., Cambridge, Md.
July 7 (letter of notification) 3,000 shares of common
stock (no par). Price—At the market (estimated a $7 per
share). Proceeds—To Levi B. Phillips, Jr., Vice-Presi-
dent, the selling stockholder. Underwriter—Alex. Brown
& Sons, Baltimore, Md.

% Pillsbury Milis, Inc., Minneapolis, Minn. (8/18)
July 29 filed 160,000 shares of common stock (par $25).
Price—To be supplied by amendment. Proceeds—For
general funds. Underwriters — Goldman, Sachs & Co.,
New York, N. Y., and Piper, Jaffray ‘& Hopwood, Min-
neapolis, Minn.

FPubco Development, Inc.
June 25 filed subscription warrants for 605.978 shares
of common stock (par $1) being offered to holders of
presently outstanding stock purchase warrants at rate of
one new warrant for one additional share for each share
of Pubco’s common stock that stock purchase warrant
holders of record July 18, 1952 are entitled to purchase
from Public Service Co. of New Mexico. The offer ex-
pires on Aug. 1, 1952. The new warrants are exercisable
at $1 per share between Jan. 1, 1955 and March 31, 1955.
Price—$3 per warrant. Proceeds—To retire existing in-
debtedness and purchase additional oil and gas leases.
Underwriter—Allen & Co., New York.
, Pure 0il Co., Chicago, IIl.
July 17 filed 85,688 shares of common stock (no par) to
be offered in exchange for 471,287 shares of Hickok Oil
Corp,, class A common stock (par $1) at rate of one Pure
Oil share for each 5% Hickok shares, conditioned upon
approval of merger of Hickok into Pure Oil Products
Co., a wholly-owned subsidiary of Pure Oil Co. Under-
writer—None,

% Ryerson & Haynes, Inc., Jackson, Mich.
July 15 (letter of notification) 20,000 shares of common
stock (par $1) plus $49,216 to be delivered to the Wesley
Corp. in exchange for 50,000 shares of common stock
(no par) of Helfinger-Jackson Corp., making the latter
company a wholly owned subsidiary of Ryerson &
Haynes. Office—2301 East Ganson St., Jackson, Mich.
Underwriter—None,

Reflexite Corp., New York
July 3 (letter of notification) 158,350 shares of capital
stock (par 50 cents) being offered first 1o stockholders
at rate of two new shares for each three shares held
as of July 11; rights to expire on July 31. Price—$1 per
share. Proceeds—To repay notes and accounts payable
and for working capital. Office—Room 1415, 63 Wall
St., New York. Underwriter—Henry Mann Securities
Corp., New York.

Sapphire Petroleums, Ltd., Toronto, Canada
July 3 filed $2,000,000 of 10-year 5% convertible sinking
fund debentures due July 1, 1962. Price—To be supplied
by amendment. Proceeds—To repay bank loans and for
exploration, acquisition of interests in and development
of prospective and proven oil and gas lands and the
development of existing properties. Underwriters—
Frame McFayden & Co., Toronto, in Canada; U. S.
underwriters to be named later,

Savoy 0Oil Co., Inc., Tulsa, Okla.
July 14 (letter of notification) 27,250 shares of common
stock (par 25 cents). Price—$9.50 per share. Proceeds—
For general corporate purposes. Office—417 McBirney
Bldg., Tulsa, Okla. Underwriter—None, but shares will
be offered by company on New York Curb Exchange.

% Sheridan Brewing Co., Sheridan, Wyo.

July 23 (letter of notification) 600,000 shares of common
stock, of which 265,000 will be offered to the public, the
remainder to be issued to stockholders in exchange for

. present stock held by them. Price—To the public, $1

per share. Proceeds — For capital improvements and
liquidation of indebtedness. Underwriter—None.

Signal Mines, Ltd., Toronto, Canada
July 14 filed 300,000 shares of common stock. Price—
At par ($1 per share). Proceeds—For exploration, devel-
opment, and mining expenses, and to reimburse Maurice
Schack, Secretary-Treasurer. Business—Quartzite min-
%?g.k Underwriter — Northeastern Securities Co., New
ork.

Southeastern Telephone Co., Tallahassee, Fla.
July 2 filed 64,000 shares of common stock (par $10).

. Price—$11 per share. Proceeds—To repay bank loans.

I‘;nderwriter—Scott, Horner & Mason, Inc., Lynchburg,
a. s

Southern Discount Co., Atlanta, Ga.
June 17 (letter of notification) $100,000 of 5% ‘deben-
turgs, series F. Price—At par. Proceeds—For working
capital. Office—220 Healy Bldg., Atlanta, Ga. T
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® Steak n Shake of Illinois, Inc.
July 11 (letter of notification) 22,000 shares of common
stock (par 50 cents) being offered to stockholders of
record July 1 (excepting members of the Belt family,
who own about 60% of the common stock) at rate of
one share for every 20 shares held, with an oversub-
scription privilege; rights to expire on Sept. 15. Price—
$3.30 per share. Proceeds—For expansion, Office—1700
W. Washington St., Bloomington, I11. Underwriter—None,
Storer Broadcasting Co.
May 19 filed 215,000 shares of common stock (par $1),
of which 200,000 shares are being sold by certain selling
stockholders (170,000 to be offered publicly and 10,000 to
certain employees; and 20,000 shares to the underwriters
under option agreement) and the remaining 15,000 shares
veing reserved for sale by company to certain employees.
Price—Of first 200,000 shares, to be supplied by amend-
ment; of 15,000 shares by company, $10.62% per share.
Proceeds—For general corporate purposes. Underwrit-
ers—Reynolds & Co., New York, and Oscar E. Dooly &
Co., Miami, Fla. Offering—Temporarily postponed.
% Strevell-Paterson Firance Corp.,
Salt Lake City, Utah
July 21 (letter of notification) 313,668 shares of common
stock in units.of 100 shares each. Price—$72.66 per unit,
Proceeds—For additional working capital. Office—54
1WGVest 7th South St., Salt Lake City, Utah. Underwriter—
one,
% Suburban Fropane Gas Corp.
July 24 (letter of notification) an unspecified number of
shares of common stock (par $1), sufficient to sell for
a total of $20,675. Price—At market (around $17 per
share). . Proceeds—To SBN Gas Co., the selling stock-
holder. Underwriter—None, but Eastman, Dillon & Co.,
New York, and/or Bioren & Co., Philadelphia, Pa., will
act as brokers.
% Sunflower State 0il Co., Inc., Denver, Colo.
July 21 (letter of notification) 300,000 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—
To complete well and other drilling. Office — Silver
State Bank Bldg., 1636 Welton St., Denver, Colo. Un-
derwriter—Israel & Co., New York. Offering—Now be-
ing made. )

Sunshine Packing Corp. of Pennsylvania

July 3 filed $1,000,000 of 6% convertible debentures due
1972 (subordinate) and 450,000 shares of common stock
(par 50 cents) of which the debentures and 400,000 shares
of stock are to be offered in units of $50 of debentures
and 20 shares of stock. Price—$100 per unit. Proceeds—
To increase capacity of plant and for working capital.
Underwriter—Weber-Millican Co., New York. Offering
—Expected sometime in August,

% Supervised Shares, Inc., Des Moines, lowa

July 25 filed 300,000 shares of capital stock (par 25
cents). Price—Net asset value plus sales load. Proceeds
—For investment. Distributor—T. C. Henderson & Co;,
Des Moines, Iowa.

* Sweet Grass Oils, Ltd., Toronto, Canada

July 29 filed 375,000 shares-of comson stock -(no -par).
Price—To be related to quotation on the Toronto Stock
Exchange at time of offering. Proceeds—For working
capital. Underwriter — For 30,000 shares only: Group
headed by Aetna Securities Corp., New York.

Taylorcraft, Inc., Conway, Pa.
July 21 (letter of notification) 30,000 shares of common
stock (par $2). Price — $3.75 per share. Proceeds — For
working capital. Underwriter — Graham & Co., Pitts-
burgh, Pa.

% Telecomputing Corp., Burbank, Calif.

July 24 (letter of notification) 989 shares of capital stock
to be issued to Chalmers L. McGaughy, upon exercise of
stock option. Price—$6 per share. Proceeds—For general
funds. Office—133 East Santa Anita Avenue, Burbank,
Calif, Underwriter—None,

% Texas City Chemicals, Inc. (8/13) . Lo
July 23 filed $3,000,000 of 5% % subordinated sinking
fund debentures due Jan. 1, 1963 and 300,000 shares of
common stock (no par) to be offered in units of $1,000
debenture and 100 shares of stock. Price—To'be sup-
plied by amendment (probably at $1,150 per unit). Pro-
ceeds—For construction of dicalcium phosphate and a
contact sulphuric acid plant. Underwriter—Glore, For-
gan & Co., New York City.

% Texas Eastern Transmission Corp.,

Shreveport, La. (8/21)
July 28 filed 190,000 shares of first preferred stock (par
$100). Price—To be supplied by amendment. Proceeds—
For general funds. Underwriter — Dillon, Read & Co.,
New York.

® Texas Gas Transmission Corp. (8/6-7)

June 19 filed 350,000 shares of common stock (par $5).
Price—To be supplied by amendment, Proceeds—To re~
pay bank loans and for expansion program. Underwriter
—Dillon, Read & Co. Inc,, New York,

Texas General Production Co.
June 4 filed 2,500,000 shares of common stock (par 50
cents). Price—To be supplied by amendment. Proceeds—
To buy property for oil prospecting. Office—Houston,
Tex. Underwriter—To be named by amendment (prob-
ably Hemphill, Noyes, Graham, Parsons & Co., New York.
Offering—Tentatively postponed.

Texhead Royalty Co., Houston, Texas
July 17 (letter of notification) $135,000 of 3% income
notes, due July, 1962, and 30,000 shares of commoén stock
(par 10 cents) to be offered in units consisting of $9
principal amount of notes and two shares of common
stock of this company, together with one $9 note and
two common shares of the Wilhead Royalty Co. - Price
—$20 per unit. Proceeds—For acquisition of oil and gas
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royalties in the southwest. Office — 415 San Jacinto
Bldg., Houston 2, Texas. Underwriter—Rotan, Mosle &

Moreland, Houston, Tex. (See also Wilhead Royalty Co.
below.)

% Trusteed Funds, Inc. (Commonwealth Fund),
Boston, Mass.

July 22 filed 3,545 Plan A, $4,354,000 face amount of

trust plans; and 1,380 Plan B, $1,656,000 face amount of

trust plans. Business—Investment. Underwriter—None.

U. S. Airlines, Inc., Ft. Lauderdale, Fla.
June 30 (letter of notification) 200,000 shares of common
stock (par 5 cents) of which 100,000 shares each will
be offered in behalf of the company and in behalf of J.
A. Wooten, President. Price—60 cents per share. Pro-
ceeds—For working capital. Address—P. O. Box 22417,
Ft. Lauderdale, Fla. Underwriter—None.

® Warren-Bradshaw Exploration Co. (8/13)

July 23 filed 300,000 shares of common stock (par $1) of
which 150,000 shares will be offered by the company and
150,000 shares by certain selling stockholders. Price—
To be supplied by amendment (expected around $6.50
per share). Proceeds—For general funds and for drilling
and developing oil properties. Underwriters—Paul H.
Davis & Co., Chicago, Ill.; Paine, Webber, Jackson &
Curtis, New York; and F. S. Moseley & Co., Boston, Mass.

Whitehead Brothers Rubber Co., Trenton, N. J.
July 2 (letter of notification) 4,540 shares of common
stock (par $10) being offered to minority stockholders
of record July 15 at rate of one share for each five
shares held; rights to expire on Aug. 15. Goodall Rub-
ber Co., parent, will subscribe for an additional 7,490
shares and for any shares not subscribed for by other
stockholders. Price—$14 per share. Proceeds—To mod- i
ernize plant. Office—Whitehead Road, Trenton 4, N. J.
Underwriter—None.

Wilhead Royalty Co., Houston, Texas

July 17 (letter of notification) $135,000 of 3% income
notes due July, 1962, and 30,000 shares of common stock
(par 10 cents) to be offered in units consisting of $9
principal amount of notes and two shares of common
stock of this company, together with one $9 note and
two common shares of Texhead Royalty Co. Price—
$20 per unit. Proceeds—For acquisition of oil and gas
royalties in the Williston Basin area. Office—415 San
Jacinto Bldg., Houston 2, Texas. Underwriter—Rotan,
Mosle & Moreland, Houston, Tex. (See also Texhead
Royalty Co. above.)

Willingham Finance Co., Inc., Augusta, Ga.
July 1 (letter of notification) $150,000 of 6% % subordi-
nate debentures due July 1, 1967, and 30,000 shares of
class A common stock to be issued in units of a $1,000
debenture, with a detachable warrant to purchase 200
shares of stock at $1 per share. Proceeds—For working
capital. Office—139-8th St., Augusta, Ga. Underwriter—
Johnston, Lane, Space & Co., Inc., Savannah, Ga.

Wisdom Magazine, Inc., Los Angeles, Calif.
July.-14 filed-6,600 shares of 5% cumulative preferred
stock (par $100) and 6,600 shares of common stock (par
$10) to be offered in units of one share of preferred and
one share of common stock. Price—$110 per unit. Pro-
ceeds—For working capital. Underwriter—None.

Working Capital, Inc., Garden City, N. Y. (8/4)
July 21 (letter of notification) 239,800 shares of com-
mon stock (par five cents), with 119,900 common stock
purchase warrants attached expiring Sept. 3, 1963 to be
sold in units of 100 shares of stock and 50 warrants. Price
—8$125 per unit. Proceeds—For working capital. Under-
writer—W. Harry Young Co., Garden City, N. Y.

Zeigler Coal & Coke Co., Chicago, IIl.
June 19 (letter of notification) 7,000 shares of common
stock (par $10). Price—$13.25 per share. Proceeds—To
R. M. Rogers, trustee for Nancy Leiter Clagett and
Thomas Leiter, Office—21 East Van Buren St., Chicago,
Ill. Underwriter—Farwell, Chapman & Co., Chicago, IlL

% Zonolite Co., Chicago, Iil.

July 24 (letter of notification) a maximum of 60,000
shares of common stock to be offered during the next
year under a stock option plan to key employees. Price
—Not exceeding $5 per share. Proceeds—For working,
capital. Office—135 South La Salle Street, Chicago 3,
Ill. Underwriter—None.

Prospective Offerings

Aeroquip Corp.

Jan. 4, Don T. McKone, Chairman, announced that con-
sideration was being given to the possibility of equity
financing. On Feb. 18, stockholders voted to increase the
authorized common stock to 1,000,000 from 750,000 shares,
and to issue 37,500 shares as a 5% stock dividend. Under-
writer—Watling Lerchen & Co., Detroit, Mich. Pre-
eeeds—For additional working capital.

Allis-Chalmers Manufacturing Co.
May 12 it was reported company may do some financing,
the nature of which has not yet been determined.
Underwriter—Blyth & Co., Inc.

American Barge Line Co.
May 27 stockholders epproved a proposal to increase the
authorized common stock (par $5) from 330,000 to 430,=
000 shares and approved a waiver of preemptive rights
to subscribe for any of the additional shares. Proceeds
—To finance purchase of equipment and terminal and
warehouse facilities, Traditional Underwriter—F, Eber-
stadt & Co,, Inc.‘,: New York.

Continued on page 32
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American President Lines, Ltd.
June 12 it was announced Riggs National Bank, Wash-
ington, D. C., will advertise for bids within 90 days for
the sale of the stock of this company at an upset price
of $13,000,000. Proceeds—To be divided equally between
the government and the Dollar interests. If stock is not
sold for $14,000,000 or more, the stock would be divided
equally between the two parties, the Government to then
dispose of its holdings. Registration—Expected within
the next two months.
% Appalachian Electric Power Co. (9/23)
July 25 it was reported that the company expects to
issue and sell $17,000,000 of first mortgage bonds due
1982 and $6,000,000 of serial notes due 1956 and 1957.
Proceeds—To repay bank loans and for new construc-
tion. Underwriters — To be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
‘The First Boston Corp.; Kuhn, Loeb & Co. and Union Se-
curities Corp. (jointly); Harriman Ripley & Co. Inc. Bids
-—Expected to be received by company at 11 a.m. (EDT)
on Sept. 23. Registration—Expected about Aug. 27.
Arkansas Power & Light Co. (9/9)
June 20 it was reported company plans issue and sale of
$15,000,000 first mortgage bonds due 1982. Proceeds—For
wew construction. Bids—Tentatively scheduled to be
received on Sept. 9. Registration—Planned for Aug. 4.
WUnderwriters—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Equitable
Securities Corp., and Central Republic Co. (Inc.) (joint-
1y); Lehman Brothers and Stone & Wepster Securities
Corp. (jointly); Union Securities Corp.; Merrill Lynch,
. Pierce, Fenner & Beane; Blyth & Co., Inc.
'/ Associated Telephone Co., Ltd. (Calif.)
June 9 it was reported company may issue and sell in
©October about $8,000,000 to $9,000,000 of first mortgage
bonds, series H, due 1982. Proceceds—For repayment of
hank-loans and construction program. Underwriters—To
be determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Paine, Webber, Jackson &
Curtis; White, Weld & Co.
Atlantic City Electric Co.
#April 28 it was announced company may sell about
$4,000,000 of preferred stock some time this Fall. Pro-
reeds—For construction program. Underwriters—Prob-
zbly Union Securities Corp. and Smith, Barney & Co.,
New York. Debt financing for approximately $3,000,000
mlanned in 1953.

® Banff Oil Co., Ltd. (Canada)

Rlay € it was reported company plans to issue and sell
zn issue of about 1,000,000 shares of common stock. Pro-
reeds—For drilling and exploration costs. Registration
~—Expected in near future. Underwriter — Lehman
Brothers, New York. Offering—Expected in August.

‘4 Beaunit Mills, Inc.

July 17 it was reported company is considering issuance
and sale of about $6,000,000 convertible debentures. Un-
derwriter—White, Weld & Co., New York.

¥ Bishop 0il Co.

July 22 it was announced directors have appointed an
executive committee to make recommendations for fi-
nancing, organization and development of a program for
expansion by Canadian Bishop Oil, Ltd., a subsidiary.

'® Bryn Mawr (Pa.) Trust Co.

July 15 stockholders approved a proposel to increase
‘the authorized commor stock (par $5) from 50,000 shares
0 70,000 shares. The additional 20,000 shares are being
offered for subscription by common stockholders of
record July 9 on a 2-for-5 basis; with rights to expire on
Aug. 22. Price—$25 per share. Proceeds—To retire
50,000 shares of 42 % cumulative preferred stock (par
$5), and for working capital. Underwriter—Laird, Bissell
& Meeds, Wilmington, Del,

® Byrd Oil Co., Dallas, Tex.

July 22 it was announced stockholders will in the fall
receive the right to subscribe for $1,700,000 of 5% % first
mortgage (convertible) bonds on a pro rata basis. Pro-
ceeds—To repay bank loans and for development and
exploration expenses. Underwriters — Probably Dallas
Rupe & Son, Dallas, Tex.; Carl M. Loeb, Rhoades & Co.,
New York; and Straus, Blosser & McDowell, Chicago, Il1.

California Electric Power Co.

2fMay 8 it was reported company plans to issue and sell
between $4,000,000 and $4,500,000 first mortgage bonds
by competitive bidding and about $2,500,000 of preferred
atock and $2,500,000 common stock probably through
wegotiated sale, Probable bidders for bonds: Halsey,
Stuart & Co. Inc. and Merrill Lynch, Pierce, Fenner &
Beane (jointly); Salomon Bros. & Hutzler. Underwriters
for stock: Probably William R. Staats & Co.; Lester,
Ryons & Co.; and Walston. Hoffman & Goodwin.

Canadian Palmer Stendel 0il Corp.
April 18 it was reported that 1,820,857 shares of common
stock are to be offered for subscription by stockholders
@t Palmer Stendel Oil Corp. on a 1-for-2 basis, Price—

At par (25 cents per share), Underwriter—Burnham &
Co., New York.

Carolina Natural Gas Corp. '
RMay 19 company sought FPC authority to a new 40-mile
fransmission line estimated to cost $3,150,000, to be
fnanced by the issuance of $1,600,000 first mortgage
E&xg}l‘s, %75%,?30 151-3{?::1; debentures and $800,000 common
. Traditional- Underwriter — R. S. Dickson
Charlotte, N. C L ““‘d‘x‘ ‘ f"i"co
Hholiu o gghe. LG Gu
Carolina Power & Light Co. (10/20)5:" 11 13
July 17 it was reported company :js ‘platining ‘registra+..
tion late in August of $20,000,000 first:mortgage:bonds
due 1982.’ Underwriters—To be determined by competi-"
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tive bidding. Probable bidders: Halsey, Stuart & Co. Inc.;

Lehman Brothers; W. C. Langley & Co. and First Bos-
ton Corp. (jointly); Kidder, Peabody & Co. and Merrill
Lynch, Pierce, Fenner & Beane (jointly); Equitable Se-
curities Corp.; Smith, Barney & Co. Bids—To be opened
on Oct. 20.

Central Hudson Gas & Electric Corp.
March 4 it was reported company plans the sale this
Fall of about $5,500,000 first mortgage bonds. Latest
bond financing was done privately in March, 1951
through Kidder, Peabody & Co.

' Central Maine Power Co.
May 15 stockholders increased authorized common stock
(par $10) from 2,500,000 shares to 3,250,000 shares and
preferred stock (par $100) from 300,000 shares to 330,000
shares. It is estimated that additional financing neces-
sary this year will be in excess of $8,500,000.

Century Food Stores, Inc., Youngstown, O.
June 30 it was reported company may issue and sell
approximately $300,000 of convertible debentures. Pro-
ceeds — For expansion program. Underwriter — H. M.
Byllesby & Co., Chicago, Ill.

Chesapeake & Ohio Ry. (8/5)
Bids will be received by the company at Cleveland, O.,
up to noon (EDT) on Aug. 5 for the purchase from it of
$6,000,000 equipment trust certificates to be dated Sept.
1, 1952 and mature in 30 equal semi-annual instalments.
Probable bidders: Halsey, Stuart & Co. Inc.; Salomon

" Bros. & Hutzler; Bear, Stearns & Co.

% Chicago, Milwaukee, St. Paul & Pacific RR.
(8/14)

Bids will be received by the company at Room 744,
Union Station Bldg., Chicago 6, Ill., up to noon (CDT)
on Aug. 14 for the purchase from it of $3,990,000 equip-
ment trust certificates, series QQ, to be dated Sept. 1,
1952,. and to mature in 30 semi-annual instalments of
$133,000 each. Probable bidders: Halsey, Stuart & Co.
Inc.; Salomon Bros. & Hutzler; Bear, Stearns & Co.

Citizens Utilities Co.
June 16, Richard L. Rosenthal announced that company
anticipated doing some permanent financing in 1952,
and it was planned that this would be in the form of
mortgage bonds and debentures. No common stock fi-
nancing is presently contemplated.

® Columbus & Southern Qhio Electric Co.
April 26 it was announced companyv expects to enter the
permanent financing market later this year with not less
than 200,000 shares of new common stock. Proceeds—
For construction program. Underwriter—Dillon Read &
Co., Inc., New York.

Connecticut Light & Power Co.
March 1 it was announced that it is presently estimated
that approximately $11,000,000 of additional capital wiD
be required during the latter half of 1952,

Consolidated Gas, Electric Light & Power Co. ef
Baltimore

Dec. 24 it was stated that company plans to issue and sell
both stocks and bonds during 1952 to an amount suffi-
clent to raise approximately $22,000,000. Underwriters—
For bonds to be determined by competitive bidding
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld
& Co, and The First Boston Corp. (jointly); Harrinar
Ripley & Co., Inc. and Alex. Brown & Sons (jointly)
The First Boston Corp., Alex. Brown & Sons and John C
Legg & Co (jointly) handled latest common stock fi-
nancing, while White, Weld & Co. handled last prefersed
stock sale. Proceeds—For new construction.

Copperweld Steel Co.
April 30 stockholders approved a proposal to increase
the authorized indebtedness from $5,000,000 to $15,-
000,000 (none presently outstanding) and the author-
ized preferred stock (par $50) to 137,727 shares from
37,727 shares, which are all outstanding. Traditional
Underwriter—Riter & Co., New York.

Creameries of America, Inc.
April 14, G. S. McKenzie, President, stated that the com-
pany may do some long-term borrowing in about two
months to finance expansion program. Traditional Un-
derwriters — Kidder, Peabody & Co. and Mitchum.
Tully & Co.

European American Airlines, Inc.
June 11 it was reported company plans to raise an addi-
tional $400,000 of equity capital. An issue of $200,000
of capital stock was just recently placed privately at
$7.50 per share. Underwriter — Gearhart, Kinnard &
Otis, Inc., New York.

Food Fair Stores, Inc.
July 17 it was announced stockholders will vote on in-
creasing authorized indebtedness from $12,000,000 to
$25,000,000 and authorized common stock to 5,000,000
from 2,500,000 shares. No immediate issuance of any
securities is contemplated. Traditional Underwriter—
Eastman, Dillon & Co., New York.

Glass Fibres, Inc.
April 7 stockholders voted to increase authorized com-
mon stock from 1,000,000 shares (approximately 938,000

| shares outstanding) to 1,250,000 shares to provide addi-

tional stock for future expansion needs. Traditional Un-
derwriter—McCormick & Co., Chicago, Ill.

Globe-Wernicke Co. .
March 26 stockholders increased authorized common
stock from 300,000 shares (par $5) to 600,000 shares (par
acing the.company in a position to consider from
time to‘time stock dividends and the giving of stock
rights:of ‘warrants to present stockholders. Underwriters
‘—May ‘ihclude ‘Westheimer & Co., Cincinnati, O. Previ-

rous public financing handled by W. E. Hutton & Co. and -

"W.:D. Gadison & Co., also of Cincinnatl.

P

1
Haloid Co.
June 18 it was reported company may sell this Fall an
issue of convertible preferred stock. Traditional Under=-
writer—The First Boston Corp., New Yprk.

Harnischfeger Corp. .

June 30 stockholders approved proposal to increase au-
thorized common stock from 500,000 shares (285,219
shares outstanding) to 1,000,000 shares (par $10) and
to pay a 100% stock dividend on July 25 to common
stockholders of record July 18. They also voted to
waive their preemptive rights to the remaining author=-
ized but unissued stock.

Honolulu (City and County of)
May 20 it was announced it is planned to issue and gell
$6,000,000 bonds for construction of the Kalihi tunnel,
$5,000,000 bonds for public school program, $1,600,000
bonds for public improvements and $1,000,000 for flood
control.

- Houston Natural Gas Corp. .
July 29 stockholders were to approve a proposal to issue
120,000 shares of 5% preferred stock (par $25) with com-
mon stock purchase warrants attached to purchase a like
number of common shares at $22.50 per share until Sept.
30, 1957. The new preferred shares will be offered first
to common stockholders. Underwriters—Robert Garrett
& Sons, Baltimore, Md.; Kidder, Peabody & Co., New
York; and Moroney, Beissner & Co., Houston, Tex. Offer-
ing—Expected in September.

idaho Power Co.
Feb. 27 T. E. Roach, President, announced that the com-
pany’s present plans consist of the sale this summer of
about 225,000 additional shares of common stock (par
$20), but no preferred stock. Price—At a minimum of
$35 per share net to company. Underwriters — Latest.
common stock financing in April, 1949, was handled by
Blyth & Co., Inc.; Lazard Freres & Co.; and Wegener
& Daly Corp. Proceeds—To repay bank loans and for
construction program.

Industrial Research, Inc., Miami, Fla.
July 15 stockholders were scheduled to approve an of-
fering of 225,000 additional shares of common stock
(par $1). Underwriter — Barham & Cleveland, Coral

Gables, Fla.

Kansas City Power & Light Co.

Jan. 4 company announced that it plans to {ssue
and sell in 1952 about $12,000,000 principal amount first
mortgage bonds (this is in addition to present preferred
and common stock financing. Underwriters — To be de=
termined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Glore, Forgan & Co.; Blyth
& Co., Inc. and Lazard Freres & Co. (jointly): The First
Boston Corp.; White, Weld & Co. and Shields & Co.
(jointly); Smith, Barney & Co.; Kuhn, Loeb & Co., Sal-
omon Bros. & Hutzler and Union Securities Corp.
(jointly); Equitable Securities Corp.; Lehman Brothers
and Bear, Stearns & Co. (jointly); Harriman Ripley &
Co., Inc. Proceeds—For new construction.

Lake Shore Gas Co., Ashtabula, Ohio
June 11 company received permission of the Ohio P. U.
Commission to issue and sell 10,000 shares of common
stock (par $10) $1,450,000 of bonds and $300,000 of prom=
issory notes. Proceeds—For expansion program.

Lone Star Gas Co.
April 1 the FPC authorized the company to acquire addi-
tional properties at a cost of $5,598,129 and to build an
additional 69.5 miles of transmission line at a cost of
$4,010,200. It is also planned to spend about $31,000,000
in 1952 for additions to plant. Previous financing was
done privately.

Middle East Industries Corp., N. Y.
Oct. 31 it was announced company plans to expand fts
capitalization in the near future and to register its
securities with the SEC preliminary to a large publie
offering, the funds to be used to build new industrial
projects in Israel.

Minabi Exploration Co., Houston, Tex.
March 21 it was reported early registration is expected
of 125,000 shares of common stock. Proceeds—To go te
certain selling stockholders. Underwriter — Moroney,
Beissner & Co., Houston, Tex.

Mississippi Power & Light Co.
March 14 it was reported company plans to issue and
sell in November an issue of $8,000,000 first mortgage
bonds. Underwriters—To be determined by competitive
bidding. Probably bidders: Halsey, Stuart & Co. Inc.]

White, Weld & Co. and Kidder, Peabody & Co. (jointly);
Blyth & Co., Inc.; The First Boston Corp. and W. C,
Langley & Co. (jointly); Equitable Securities Corp. and
Shields & Co. (jointly); Merrill Lynch, Pierce, Fennez
& Beane; Union Securities Corp.

Mississippi River Fuel Corp.

W. G. Marbury, President, on May 26 announced tha}
company will -attempt to acquire control of Laclede
Gas Co. as authorized by directors on May 22. This ac-
quisition would cost about $20,000,000, with Laclede
stockholders being offered cash or stock of Mississippi -
River Fuel Corp. in exchange for their holdings. If con-
trol cannot be acquired, Mississippi then will sell the
248,400 Laclede shares it now holds. Underwriter—Prob=
ably Union Securities Corp., New York.

Nevada Natural Gas Pipe Line Co., Las Vegas;
Nevada
Feb. 8 company applied to FPC for authority to cone«
struct a 114-mile pipeline from near Topock, Ariz., to
Las Vegas, Nev., at an estimated cost of $2,400.880, to
be financed by sale of $1,600,000 first mortgage bonds,

" $500,000 preferred stock and $402,500 common stock. o
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New England Power Co.

June 26 it was announced company now contemplates .

an.jadditional issue of first mortgage bonds and common
stock in'equal amounts, either late in 1952 or early in
1953. Underwriters—For bonds to be determined by com-
petitive bidding. Probable bidders: Halsey, Stuart & Co.
Inec.; Equitable Securities Corp.; Kuhn, Loeb & Co.; The
First Boston Corp.; Merrill Lynch, Pierce, Fenner &
Beane; Kidder, Peabody & Co. and White, Weld & Co.
(jointly). Proceeds—To repay bank loans (estimated to
be $11,500,000 at Dec. 31, 1952).
New England Telephone & Telegraph Co.

Dec. 20, F. A. Cosgrove, Vice-President, said a perma-
nent financing program will have to be undertaken in
1952 to repay about $43,000,000 short-term bank borrow=
ings. Underwriters—For bonds may be determined by
competitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Morgan Stanley & Co. In case of common stock
financing there will be no underwriting.

New Jersey Power & Light Co.
April 8 it was reported company plans tentatively to
issue and sell $3,200,000 of bonds, $1,000,000 of preferred
stock and $400,000 of common stock (latter to be sold to
General Public Utilities Corp., parent). Underwriters—
To be determined by competitive bidding. Probable bid=
ders: Halsey, Stuart & Co. Inc. (bonds only); Kidder,
Peabody & Co.; Smith, Barney & Co.; Union Securities
Corp.; Carl M, Loeb, Rhoades & Co.; Salomon Bros. &
Hutzler,
% New Orleans Public Service Inc. (12/15)
July 24 company announced plans to issue and sell $6,~-
000,000 of first mortgage bonds due Dec. 1, 1982. Pro-
ceeds—For new construction. Underwriters—To be de-
termined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Lehman Brothers; Kidder,
Peabody & Co.; Union Securities Corp. and Harriman
Ripley & Co. Inc. (jointly). Registration — Expected
about Aug. 14. Bids—Tentatively set for Dec. 15.

Niagara Mohawk Power Corp.
May 6 stockholders voted to increase authorized com~
mon stock by 1,500,000 shares (11,094,663 shares pres-
ently outstanding). This places company in a flexible
position with respect to formulation of future financial
programs. Earle J. Machold, President, said bank loans,
totaling $40,000,000 to be outstanding at Dec. 31, 1953,
will be permanently financed early in 1953. Under-
writers — To be determined by competitive bidding.
Probable bidders: Morgan Stanley & Co. and The Firs$
Boston Corp. (jointly); Merrill Lynch, Pierce, Fenner &
Beane.

Northern Natural Gas Co.
June 24 it was announced that company is considering
a possible offering, first to stockholders, of $20,000,000
to $25,000,000 in convertible preferred stock, which may
be sold on a negotiated basis.
and sell $40,000,000 of 20-year sinking fund debentures
through competilive sale in October or November, with
probable bidders including: Halsey, Stuart & Co. Inc.;
Blyth & Co., Inc.; The First Boston Corp. and Kidder,
Peabody & Co. (jointly).

® Parsonnet TV-Film Studios, Inc. (8/11-15)

July 21 it was announced company intends to file in
the near future a letter of notification to cover $300,000
of 6% debentures, due 1962, and 120,000 shares of com-
mon stock to be offered in units of $100 of debentures
and 40 shares of stock. Price—$100 per unit. Proceeds
—For working capital. Underwriter—Trinity Securities
Corp., New York. Offering—Expected week of Aug. 11.

Permian Basin Pipeline Co., Chicago, lil.
April 1 company applied to FPC for authority to con-
struct a 384-mile pipeline system from west Texas and
eastern New Mexico to the Panhandle area of Texas at
an estimated cost of $58,180,000. Probable underwriters
for convertible notes and stock; Stone & Webster Securi-
ties Corp.; and Glore, Forgan & Co., both of New York
Potomac Electric Power Co.
April 16, R. R. Dunn, President, announced company
plans to raise about $40,000,000 of new money in connee-

It is also planned to issue -

tion with its $62,000,000 construction program in the
years 1952, 1953 ‘and 1954. Probable bidders: Halsey,
Stuart & Co. Inc.; Lehman Brothers,  Stone & Webster
Securities Corp. and Union Securities Corp. (jointly);
First Boston Corp.; Kidder, Peabody & Co., Merrill
Lynch, Pierce, Fenner & Beane, White, Weld & Co. and
Salomon Bros. & Hutzler (jointly); Kuhn, Loeb & Co.
and Blyth & Co. Inc. (jointly); Dillon, Read & Co. Inc.;
Harriman Ripley & Co.. Inc.
Pressed Steel Car Co., Inc. "

April 17 stockholders approved a proposal to increase

the authorized common stock from 1,280,000 shares to

3,280,000 shares (1,045,500 shares presently outstanding).
The new shares would be issued when directors decide,
in connection with diversification program, No imme-
diate financing is planned. Traditional Underwriter—
Kuhn, Loeb & Co., New York.

San Diego Gas & Electric Co. .
July 1, L. M. Klauber announced that of the more than
$18,000,000 required for capital improvements in 1952,
approximately $4,000,000 will become available from de-
preciation reserves and earned surplus, while the re-
mainder must be secured through the sale of securities,

Scott Paper Co.,
April 24 stockholders approved a proposal to Increase
the authorized common stock from 3,000,000 to 5,000,000
shares, and the authorized indebtedness from $4,000,000
to $25,000,000. The company said it will announce later
any plans for future financing. Underwriters—Drexel
& Co.; Merrill Lynch, Pierce, Fenner & Beane; and
Smith, Barney & Co.
% Seaboard Air Line RR. (8/13)
Bids will be received at the office of Willkie, Owen,
Farr, Gallagher & Walton, 15 Broad St., New York, N. Y.,
up to noon (EDT) on Aug. 13 for the purchase from the
company of $25,000,000 25-year sinking fund debentures
due Septs 1, 1977. Proceeds — Part of proceeds may be
used in connection with redemption on Aug, 29 of $26,-
931,800 general mortgage 41 % iricome bonds due Jan.
1, 2016. Underwriters—To be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Union Securities Corp. and Merrill Lynch, Pierce, Fen-
ner & Beane (jointly); Bear, Stearns & Co.

‘Socony-Vacuum Oil Co., Inc.
July 18 it was announced company plans to offer to its
common stockholders about 3,180,188 shares of common
stock (par $15) at the rate of one new share for each 10
shares held. Proceeds—For expansion and improvements.
Underwriter—Morgan Stanley & Co., New York. Offer-
ing—Not expected before early September.

Southern California Edison Co.
April 18 it was reported company plans to obtaln be-
tween $25,000,000 and $28,000,000 of new capital through
the sale of additional securities. Proceeds—For new con-
struction. Underwriters — Probably The First Boston
goi*lp.; Harris, Hall & Co. (Inc.) Offering—Expected in

all.

Southern Ry. )
July 3 company applied to the Interstate Commerce
Commission for authority to issue and sell $46,000,000
of mortgage bonds, without competitive bidding, over a
period of about four years. Proceeds—For retirement
in part of certain outstanding mortgage bonds,

Standard Forgings Corp.
April 25 stockholders approved an increase in author-
ized common stock from 266,000 shares to 350,000 shares,
Traditional Underwriter—Shields & Co., New York.

Tennessee Gas Transmission Co. (9/8)
July 9 it was reported that the company plans sale of
about $40,000,000 first mortgage bonds. Underwriters—
To be determined by competitive bidding. Probable bid-
ders: Halsey, Stuart & Co. Inc.; Stone & Webster Securi-
ties Corp., and White, Weld & Co. (jointly). Bids—Ten-
tatively expected to be received on or about Sept. 8.

Texas-Ohio Gas Co., Houston, Tex. '
Oct. 17 company applied to FPC for authority to con-
struct a 1,350-mile natural gas transmission line extend-

(409) 33

ing from Texas into West Virginia. The project is esti-
mated to cost $184,989,683, Underwriter—Kidder, Peg~
body & Co., New York.

Transcontinental Gas Pipe Line cdrp.

March 14 it was reported company plans issuance and
sale this Fall of an issue of convertible preferred stock.
Underwriters—Probably White, Weld & Co. and Stone:
&. Webster Securities Corp., New York.

® United Gas Corp.

July 25 it was reported that the corporation may issue
and sell in the early Fall $60,000,000 of debentures. Pro—
ceeds—To retire bank loans and for new construction by
company and its subsidiaries. Underwriters—To be de—
termined by competitive bidding. Probable bidders: Hal-
sey, Stuart & Co. Inc.; The First Boston Corp., Harri~
man Ripley & Co., Inc. and Goldman, Sachs & Co. (joint—
ly); Morgan Stanley & Co., White, Weld & Co. and
Equitable Securities Corp. (jointly). Offering—Expected
late in September or early in October.

Utah Power & Light Co.

June 3 it was reported that company may issue guck
sell in September about $10,000,000 of first mortgage:
bonds and 150,000 shares of common stock. Proceeds—-
To repay bank loans and for new construction. Under-
writers—May be determined by competitive bidding:
Probable bidders: (1) For bonds—Halsey, Stuart & Ce.
Inc.; White, Weld & Co.; Lehman Brothers and Bear,
Stearns & Co. (jointly); The First Boston Corp. and:
Blyth & Co,, Inc. (jointly) ; Union Securities Corp. andt
Smith, Barney & Co. ( jointly); Salomon Bros. & Hutzlex:
Kidder, Peabody & Co. (2) For common stock—Blytos’
& Co., Inc,, W. C. Langley & Co. and Glore, Forgan &:
Co. (jointly); Union Securities Corp. and Smith, Bag~
ney & Co. (jointly); Kidder, Peabody & Co. and Merrilk
Lynch, Pierce, Fenner & Beane (jointly); Lehmam
Brothers; The First Boston Corp.

Virginia Electric & Power Co.

May 26 it was reported - company . plans issuance andi
sale later this year of $20,000,000 first and refunding;
mortgage bonds. Underwriters — To be determined by
competitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Kuhn, Loeb & Co. and Wertheim & Co. (joint~
ly); Stone & Webbster Securities Corp.; Union Securities
Corp.; Salomon Bros. & Hutzler.

® Washington Water Power Co. (9/30)

July 24 it was reported company plans issue and sale of
$30,600,000 first mortgage bonds due 1982. Proceeds—-
To retire part of outstanding bank loans. Underwriterss
—To be determined by competitive bidding. Probable:
bidders: Halsey, Stuart & Co. Inc,, Blyth & Co., Ine,
Smith, Barney & Co. and White, Weld & Co. (jointly);
W. C. Langley & Co. and The First Boston Corp.
(jointly). Registration—Tentatively scheduled for Aug.
28. Bids—To be opened-about Sept. 30.

West Coast Pipe Line Co., Dallas, Tex.

July 14, L. M. Glasco, President, announced this com-
pany plans to build a 24-inch 953-mile crude oil pipe~
line between Wink, Tex., and Norwalk, Calif., witkx
construction scheduled to begin in the fourth quarter of
this year. The financing, totaling about $101,000,000, is:
being arranged by White, Weld & Co. and Union Securi~
ties Corp., both of New York. :

Westcoast Transmission Co., Ltd.
June 14 the Canadian Board of Transport Commission~
ers conditionally authorized this company, an affillates
of Sunray Oil Corp. and Pacific Petroleums, Ltd., te
build a $111,240,000 natural gas pipeline on the Pacific
Coast, providing gas reserves were found sufficient to
maintain such a line, It was stated that $88,000,000 of .
first mortgage bonds have been conditionally subscribed
for by The First National Bank of New York, The Pru—
dential Insurance Co. of America, The Mutual Life In-

.surance Co. of New York and the New York Life Insur-

ance Co. and another $28,000,000 is to be provided by
the issue and sale of $28,000,000 of junior securities. Um=~
derwriter—Dillon, Read & Co. Inc., New York. .

Our
Reporter’s
Report

The high-grade corporate bond
-market, which has been more or
less ignoring the reactionary
mood of the Treasury list, as ex-
emplified by the behavior of the
new 2%s, this week was more
disposed to take greater cogni-
zance of the movement of gov-
ernments,

‘Presumably institutional buyers,
- wheo provide the bulk of the mar-
- ket for gilt-edge corporates, un-
der the’ present- order ‘of -things,
- got~around to figuring. that, un-
-‘Jess ‘there’ is a change in the
., directien . “of Treasury  values,
high-grade ‘corporates might be

- .expected .to experience some ad-

Jjustment, .

At any rate there was an evi-
dent slowing down in demand for
the latter, though in the absence
of any appreciable volume of
offerings the effect on prices and
yields was not particularly severe,

Among those who follow things
closely in the secondary market
attention was drawn to the fact
that Tuesday was pay-day for
those who had taken down allot-
ments of the Ohio Turnpike Com-
mission’s record-making issue of
$320,000,000 marketed several
months back. i

Litigation which attended this
undertaking served to delay the
day of reckoning for a time, but
the buyers finally had to put their
money on the line. The issye ap-
pealed largely to institutions.

Accordingly the feeling is that
perhaps the current heaviness in
Treasurys may reflect, to some ex-
tent, selling by such sources to
put themselves in the necessary
funds, 3 ’

Just Coasting

For the- moment things are
pretty much at a standstill in the

new issue market. Aside from
Pennsylvania Power & Light Co.’s
offering of 100,000 shares of 4.40%
preferred stock, at $100 a share,
with demand bringing a quick
premium of a point on the bid
side, there was little doing.

Underwriters and dealers alike
were giving most of their atten-
tion to the job of working off the
bits and pieces left over from re-
cent offerings. And the sum total
of this inventory was not much to
be reckoned with,

The group handling Georgia
Power & Light’s recent issue made
further steady progress in
whittling down its unsold balance
and dealers who had taken down
lots of Public Service Electric &
Gas bonds in order to have “work-
ing stock” for the dull period
were virtually out of bonds.

Utility Rates—Capital Needs
Public utility {companies ‘cite
the long lag between rising costs

. .and rate adjustments. to absorb

such increases as making their lot
difficult on more than one count.
The top officidls of Columbia

Gas System, Inc., for example,
note that “earnings in which
stockholders are entitled to share
must absorb the higher costs dur-
ing this lag period,” and contend
“this is not fair.”

They have advised regulatory
bodies of the effects of uncertainty
of earnings during this lag period,
And taking the matter to stock-
holders, Stuart M. Crocker, Chair-
man, and George S. Young, Presi-
dent, point out that ‘“the company
may not be able to sell additional
securities, except at unfair cost to
present stockholders.”

Yet, they point out, new securi-
ties must be sold to finance ex-
tension of facilities “if we are to
meet our obligations as a public
service company.”

Looking Well Ahead

Indications now are that Labor
Day -will probably. pass - before

there is any real reawakening of

the.new. money market. There is

-not, much on- the : calendar for

August, ' but some potential . bor-
rowers currently are making their
plans,- . :

[T S W

Largest of new prospects to crop:
up this week is United Gas Cor-
poration, which is reported to be
preparing to enter the market late
in September or early October.
The big utility is considering its
needs in terms of $60,000,000 or
thereabouts in 20-year debentures.

Meanwhile, Pillsbury Mills, Inc.,
has filed with the Securities and
Exchange Commission the neces—
sary registration to cover 160,000
shares of additional common
stock, This offering, on a nego-
tiated basis, is scheduled for of-
fering within a fortnight, provided
market conditions are right.

With Waddell & Reed

(Special to THE FINANCIAL CHRONICLE) .

DENVER, Colo.—Charles B.
Fleming, Jr. is now connected
with Waddell & Reed, Inc, U. S.
National Bank Building. .- |

Joins Renyx, Field & Co.

ATLANTA, Ga—Paul E. Smith
is now connected with Renyx,
Field & Co. S A e,
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deposits, invested in sound earn-
ing assets, it is questionable that
it would be justified in having
present depositors make further
sacrifices in the form of receiving
a smaller current return on their
savings merely to permit larger
interest-dividend payments to fu-
ture generations of depositors.
This same reasoning holds true
of the accumulation of a larger
undivided profits account to sta-
bilize the interest-dividend rate
in the face of only temporary fluc-
tuations in earnings. Once reason-
able provision has been made for
it, further additions from earnings
become more difficult to justify.
Were these three the only pur-
poses for which surplus accounts
are maintained, one could see the
- ratio of surplus accounts to de-
Uposits decline from the existing
relatively high level withequanim-
ity. But this statement does not
apply to surplus accounts accumu-
lated to provide a cushion to ab-
sorb future losses. Their function
as a reserve, allocated and unallo-
cated, against loss is thus the key
to the determination of what is an
adequate surplus ratio for a sav-
ings bank.

The adequacy of surplus to ab-
sorb' potential losses is not accu-
rately measured, however, by its
relation to deposits. That is be-
cause deposits are a liability,
whereas losses are incurred on
assets in which funds received on
deposit and earnings retained are
invested. A more accurate way to
measure the adequacy of surplus
for this purpose is to relate it to
the quality and quantity of assets
held by the bank.

A survey of the attitude of su-
pervisory authorities towards
commercial bank capital ratios re-
cently published by the New York
State Bankers Association, shows
a decided trend towards relating
capital funds to a bank’s holdings
of risk assets, rather than to its
deposit liabilities. This is logical,
since the risk of loss is consider-
able only for risk assets. Mutual
savings banks would be equally
justified in relating their surplus
accounts to risk assets in deter=-
mining how large a surplus is re-
quired to protect depositors
against loss.

Commercial banks, at the end
of 1951, reported capital accounts
equal to 17.2% of assets other than
cash and United States Govern-
ment securities. On the same date
the ratio of surplus accounts to
assets other than cash ‘and gov-
~¥rnment securities of mutual sav-
ings banks was 19.3%.

A very trecent thinking on this

subject is that a reserve against
loss is ‘required, not against all
risk assets held, but only those ac-
quired with depositor funds. A
Committee on Risk Asset Study of
the New York State Bankers As-
sociation has proposed that the
adequacy of a commercial bank’s
capital accounts should be meas-
ured by the ratio of capital funds
to deposits of the bank, less cash
accounts and riskless assets held.
Among riskless investments, the
Committee would include FHA-
insured mortgages and the guar-
anteed portions of GI-guaranteed
mortgage loans. This is in accord-
ance with the principle, endorsed
by the Committee, “of calculat-
ing bank capital ratio standards
in accordance with the risk in-
volved in bank portfolios.”
. This Committee - has indicated
its preference for a minimum
capital ‘ratio of 20% of total de-
posits less cash accounts, United
States Government obligations,
FHA mortgages and the guaran-
teed portions of GI mortgage
loans. -

Mutual savings banks similarly
could consider a ratio of surplus
accounts to deposits at risk of 20%

gitized for FRASER
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Surplus Problem Confronting
Mutual Savings Banks

a reasonable minimum standard.
“Deposits at risk” would equal de-
posits less cash, Government se-
curities, FHA mortgages, and the
guaranteed portions of GI mort-
gages. Reserves against mort-
gages could properly be consid-
ered, for this purpose, a supple-
mentary surplus account. In addi-
tion, mutual savings banks could
be expected to maintain a small
percentage of surplus against long
term non-risk assets.

A mutual savings bank operates
virtually as a demand deposit in-
stitution. Depositors put money in
the savings bank with the under-
standing, backed up by a long rec-
ord. of successful performance,
that their funds are withdrawable
on demand. The depositor further

expects a fairly steady interest-

dividend' rate. In order o meet
its requirements as a virtual de-
mand deposit institution, the mu-
tual savings bank holds a sub-
stantial amount of U. S. Govern-
ment obligations for liquidity pur-
poses. In consideration of the
savings banks’ reliance on govern-
ment obligations as a source of
liquidity, and the fluctuations in
market prices to which govern-
ment bonds are now subject, it
seems reasonable that a small per-
centage of surplus be maintained
to absorb losses on sales.

FHA and GI mortgages held,
though insured or guaranteed, are
nevertheles subject to foreclosure
and related expense.

A reasonable standard for a sur-
plus accounts ratio, therefore,
would be 2% of combined long
term government securities, FHA
mortgages, and the guaranteed
vortions of GI mortgages held, in
addition to the minimum standard
f 20% of “deposits at risk.”

Let us take a hypothetical sav-
ings bank with deposits of $100
million, cash and government se-
curities aggregating $45 million,
and insured and guaranteed mort-
gages totaling $15 million. This
bank, under our formula, would
require surplus and reserve ac-
counts of $8 million, or 20% on its
$40 million  of deposits at risk.*
It would require an additional 2%
on its government securities com-
ing due in five years or longer and
on its insured and guaranteed
mortgages, which would be, say,
$1 million in the above case. Thus
this savings bank would need $9
million of surplus and reserves on
its existing assets.

The final requirement is for
surplus to margin future growth.
A reasonable allowance would be
20% of the additional risk assets
that a savings bank -expects to ac-
quire in, say, the next three years.
This would assure continued ade-
quate protection for depositors
and continued accommodation to
home owners. ‘and other worthy
mortgage borrowers in the event
that material additions to surplus
cannot be made from earnings in
the near future.

In the hypothetical savings bank
we are considering, let us say that
it expects an average annual in-
crease in deposits of $6 million in
the next three years, and that
two-thirds of these new funds will
be invested in risk assets. This
bank would thus add $12 million
in risk assets in the three-year
period, and would require $2,400,-
000 of additional surplus and re-
serves to margin these additional
assets. Also, it would need $120,-
000 of additional surplus if the rest
of the new deposits are placed in
long term Governments and in-
sured and guaranteed mortgages.
The total surplus  accounts re-
quired, under thé ‘formula, by this
hypothetical savings bank would
thus be $11,520,000, which happens

—— :
*To simplify this illustration, “depos-
its at risk” are reduced by the total
amount ‘of GI mortgages instead of by
the guaranteed portions thereof only.
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to be just about 12% of its exist-
ing deposits. b

Virtually all savings banks will
find their surplus accounts more
than adequate today under this
formula which relates surplus ac-
counts to deposits at risk. The
major problem is not the present
adequacy of surplus but the main-
tenance of surplus at an adequate
level as the bank grows and ac-
quires more risk assets.

Maintaining the Surplus Ratio

A bank that is growing can
maintain its ratio of surplus ac-
counts to deposits at risk by the
following measures:

(1) Acquiring higher yielding
assets, such as real estate mort-
gages and limited amounts of
equities where permitted by law,
to step up earnings so as to permit
larger annual additions to surplus
accounts.

(2) Acquiring FHA and GI
mortgages, as well as government
obligations, in lieu of corporate
and municipal bonds, to hold
dgown, or even reduce, the amount
of deposits at risk.

(3) Adopting a more flexible
interest-dividend policy for the
future, which would include a
readiness to reduce the rate paid
should deposits expand so rapidly
as to lower unduly the ratio of
surplus accounts to deposits at
risk.

So long as the adequacy of a
savings bank’s surplus is measured
by the older standard of the ratio
of surplus accounts to deposits, the
true functions of the surplus ac-
counts will remain obscure. Many
banks will experience difficulty
in maintaining their existing ratio
of surplus accounts to deposits if
deposits continue to increase at
the current or a faster pace. Man-~
agements will be under great
pressure in that event to acquire
more risk assets and to reduce
government security holdings to
accelerate the growth of surplus
to keep pace with rapid deposit
growth, thus aggravating the sur-
plus problem for the future.

But if the adequacy of surplus
accounts is related to deposits at
risk, defined as proposed by the
New York State Bankers Associa-
tion committee, the surplus prob-
lem becomes more manageable.
Then a bank that grows rapidly
can maintain its surplus ratio by
investing a larger proportion of
new deposits in FHA and VA
loans and government securities,
so that the rise in deposits need
not lead to a corresponding in-
crease in holdings of assets at risk
against which large amounts of
additional surplus would .be re-
quired.

Conclusions

The rapid growth of mutual
savings bank deposits, at a time
when interest-dividend rates and

expenses have risen and these in--

stitutions have been subjected to
Federal income  taxation, makes
the maintenance of the ratio .of
surplus accounts to deposits par-
ticularly difficult, and for faster
growing banks virtually impos-
sible; and in certain essential re-
spects ill advised.

Since the chief function of the
surplus and reserve accounts of a
savings bank is to provide a
cushion to absorb losses on assets
now owned or to be acquired in
the future, and so to maintain the
savings bank in a sound condition
to continue business, a change in
the method of measuring the ade-
quacy of surplus in terms of the
actual risk of loss on assets would
be logical. Such a change is be-
ing urged for commercial banks
by the New York State Bankers
Association. Regulatory authori-
ties-also have modified their views
about the measurement of the
adequacy of commercial bank
capital accounts since the 1930s.

The minimum standard pro-
posed for measuring the adequacy
of a savings bank’s surplus ac-
counts is the ratio of these ac-
counts to deposits at risk, the lat-
ter being defined as deposit liabil-
ities less cash, government securi-

ties, FHA mortgages, and the
guaranteed portion of GI mort-
gages. A minimum ratio of 20%
is suggested. In addition, a sav-
ings bank could properly be ex-
pected to maintain, say, a 2% sur-
plus for long term government
bonds, FHA-insured mortgages,
and the guaranteed portion of GI
mortgages, to cover the small risk
of loss on such assets due to mar-
ket fluctuations and foreclosure
and related expense. To this sur-
plus requirement would be added
a like allowance for the estimated

increase in asset holdings over,
say, a three-year period, resulting
from deposit growth. %

If supervisory authorities should
decide to adopt this standard in
substance for savings banks with-
in their jurisdiction it would facil- ,
itate the maintenance of surplus
account ratios at the desired level
by mutual savings banks under
the more difficult conditions now
prevailing, at the same time les-
sening the pressure upon savings
banks to expand unduly their
holdings of risk assets.

Continued from page.9

Investment Company
Portfolio Management

and reports on broad economic
conditions and trends and under-
takes forecasts of the trend of in-
dustrial production, the national
income and the gross national
product as a background of our
industry studies. As common stock
values and ‘prices are essentially a
capitalization of earnings, we de-
vote a major share of our invest-
ment analysis not only to historic
earnings but more particularly to
earnings forecasts. These forecasts
are based essentially on the fore-
casts of the economist’s division
with respect to the trend of in-
dustrial production and the na-
tional income.

The economist’s division also
concerns itself with the study of
the trend of the money market
and the so-called technical study
of the stock market.

We are not chartists in the
sense of pasing our investment de-
cisions on purely technical stock
market studies. Our decisions are
based on considerations derived
from our economic studies but we
do use technical market analyses
as a check on our conclusions.

Our investment research work is
compartmentalized. Each man
covers a limited, and specialized
field and devotes himself exclu-
sively to the study of his indus-
tries and the major companies
within his industries. One is res-
ponsible for the utilities. A second
has as his specialized field the
study of the railroads—each of the
others covers certain groups of
industries — capital goods, con-
sumers goods, extractive indus-
tries, financial companies, etc.; and
these industries are so combined
that each group has certain com-
mon characteristics and denomi-
nators of investment analysis.

Each man ‘conducts a running
study of the trends in his industry;
and these studies as a whole pro-

vide a-background.for -the broad

trend studies of
vision.- - - - .-

Each man .also follows closely
the principal companies in his
group. Time does not permit a'de-
tailed discussion of the methods of
investment ‘analysis. It suffices to
say that each man conducts a per-
iodic balance sheet analysis of-his
companies and g running survey
of their operations, following
closely sales trends, as well as the
trends of operating expenses and
net earnings. ‘

We try so far as possible to ob-
tain sales and earnings figures at
least quarterly and in the case of
many companies which we follow
we get sales and earnings esti-
mates monthly] We make a care-
ful comparative analysis of sales
and earnings trends of the major
companies of éach industry.

Our office studies are supple-
mented by field investigations:
These consist princivally of inter-
views with senior officers of con-
panies .in which #ve. have an in-
vestment .or an investment .inter-
est. In these conferences we seek
to become fully informed with
regard to the hature of the com-
pany’s operations, its ‘plans with
respect to research. products and
plant expansion, the opinion. of

the economics di-

c

management in respect to the in-
dustry outlook and such other
facts as may have a bearing on
the appraisal of its securities.
Each member of the research
department has had long years of
experience in his specialized field
and is .a thoroughly seasoned
analyst of proven judgment. -
Each member of the research
department keeps a steady stream
of reports on his industries and
companies flowing into the hands
of the portfolio administrator and
his two deputies who are the
economist and the senior member .
of the research staff. The port-
folio administrator with the ad-
vice of his deputies has the final
responsibility for placing orders
for purchase and sale based on the
policies established by the board
and the advisory committee and
the studies and recommendations
of the research depaytment mem-
bers with respect to individual
selections. ' -

In addition to its own studies
the organization makes use of a
wide range of outside facilities
including company reports and
field trips, the work of all of the
principal statistical agencies, all
pertinent Government reports,
specialized  studies of economic
organizations and the reports of
the research departments of cer-
tain of the leading brokerage and
investment banking organizations.

The research department once
a week constitutes itself a com-
mittee of the whole and meets for
an exchange of views on economic
and industry trends as well as the
outlook of the securities markets.
Each man discusses the principal
developments in his groups- and
the economist leads the discussion
with a review of basic. economic
trends. This is a fruitful discussion.

The Approved List

Once a month the portfolio ad-
ministrator prepares an Approved
List based on the studies and rec-
ommendatjons. of. the research
staff. This list carries all sections
of securities — high-grade, me-
dium-grade and speculative bonds
and. preferred and common stocks.

‘The common stock section is set

up on a percentage basis, taking
the full investment in the com-
mon stock segment as 100. A per-
centage figure is assigned to each

_ industry, as for instance, 15% to

oil and natural gas, 12% to elec-
tric utilities, 10% to rails, 9% to
retail trade, 7% to drugs and
chemicals, et cetera. In turn these
percentages are broken down into
an  allocation to each company
within an industrv which we cur-
rently favor for investment. -
Thus the portfolio administra-
tor has before him at all times as
a guide in setting up his purchase
and - sales program this hypo-
thetical ideal investment portfolio,
buttressed by the vpolicy decisions
of the board of directors and ad-
visory committee and the report:
of the research staff. :
From this background the port-
folio' administrator.and his dep-
uties set up programs of purchase
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¢ and sale for each investment com-
pany under our direction. E'ach
morning this program with price
trends of each security is care-
fully reviewed and decisions are
reached with regard to orders to
be placed that day. Orders are
placed with the trading desk at
the market opening. The amount
and price limits on these orders
are carefully defined and the or-
ders are followed closely through-
out the day. All orders are closed
out at the end of the day. It is not
the practice of my organization
to place orders for the sale or
purchase of large blocks of securi-
ties at the discretion of the bro-
ker: but the trading desk of the
investment company handles the
adopted daily programs. Though
discretionary orders are not
placed, nevertheless substantial
blccks of securities are frequently
bought or sold over the counter
and at times when it seems more
efficient and economical, seconda-
ries are resorted to in the dis-
tribution of blocks.

At the end of another month
the circle is complete. The board
of directors having previously es-
tablished the broad directives of
poiicy now has presented to it for

scrutiny and approval the actual:

purchases and sales made during
the period; and then renews con-
sideration of policy for the next
month. This is the pattern cf our

operations. This is the picture of.

men at work—seasoned men with
years of experience in the field
of investment management striv-
ing zealously and earnestly and

using every resource available to,
them to do a difficult and socially:

constructive job, that is, investing
other people’s money.

Continued from page 8

The Bank for In¥’l
Seitlements Today

the most important aspect of the
experience of the past two years
is the fact that it has been found
~ possib'le to finance the rearma-
ment by the peacetime methods of
balancing budgets and tightening
credit policy, instead of by the

employment of direct controls and-

deficit finarcing, This is deemed
a very remarkable achievement
with. for the ordinary citizen. the
important advantage that there
has been no gerer-l rise in
consumer-goods prices. . .Indeed,
these . have even fallen in some
important lines, such as textile
and leather goods, refrigerators,
etc. This has happened not only
in the United States, but also in
the majority of European coun-
tries, includin g recently both
Great Britain and France, where
(especially in France) vrices had
been allowed to rise too steevly
in the autumn of 1951. This
means in fact, that countries with
a western type of economy. are
mastering 'the situation by the
means of action proper to systems
of their type and particularly by
the application of a flexible credit
policy, BIS officials hold. Thanks
to these methods it has been pos-
sible to expand the volume of

international trade and generally
to utilize the available resources
in a much more rational way than
would otherwise have been pos-
sible.

In the conclusion of its recently
published Twenty-second Annual
Report, the BIS draws attention
to the striking fact that the coun-

‘tries which were among the first

to switch over to a resolute but
flexible monetary policy (e.g.,
Belgium and Italy) have all re-
mained faithful to that policy. On
the other hand, countries which
for years maintained extreme
cheap money in important sections
of their markets have one after
another reversed their attitude,
the two outstanding examples in
1951 being the change .in the
monetary policy of the United
States and the increase in short-
term rates in:Great Britain.

Advocates an International
Monetary System

As to future policy, the BIS
considers that before long some
constructive action should be
taken tcwards re-establishing a
monetary system which is not
regional but genuinely interna-
tional and which will have the

DIVIDEND NOTICES

AMERICAN GAS
AND ELECTRIC COMPANY
" ;
Common Stock Dividend

regular quarterly dividend of
e A seventy-five cents (75¢) per share
6n the Common capitsl stock of the Com-
pany issued and ‘outstanding in the hands
of the public has been declared payable
September 10, 1952, to the holders of rec-
ord atthe close of business August 11,1959,

4W. ). ROSE, Secretary.
July 30, 1952. £

5

full participation of the United
States—a country which by its
postwar exhortations and to a cer-
tain extent also by its own prac-
tice has indicated that it does not
intend to retire within the confines
of an increasingly closed econ-
omy. To get away. from the
present artificial situation, BIS
officials say, it is necessary to re-
establish real exchange markets
in which currencies can be bought
and sold freely at single rates, so
that no balances will be left over
1o seek transfer in other ways and
thus cause a multiplicity of rates
to be quoted in free, grey and
black markets, The world is tired
of dual prices, multiple rates,
arbitrary decisions and distorted
markets and longs to return to a
more simple and honest system.
The BIS thus champiors con-
vertibility and wants to see steps
taken in that direction without

undue delay. From an American
point of view, this is a very in-
teresting attitude, since it is com-
pletely in line with traditional
American policy and undoubtedly

DIVIDEND NOTICES

INCORPOR. TLO

a2

111 Fifth Avenue 33 NewYork 3,N.Y,

188TH CoMMON DIvVIDEND

A regular dividend of Seventy-five Cents
(75¢) per share has been declared upon the
Common Stock of Tie American TosAcco
CoMPANY, payable in cash on September 2,
1952, to stockholders of record at the close
of business August 8, 1952. Checks will be
mailed. .
Earry L. HiLyarD, Treasurer

July 29, 1952

]

~ AMERICAN
BANK NOTE
COMPANY

Preferred Diyidend No. 186
Common Dividend No, 176

A quacterly dividend of 75¢ per share
(1%5%) on the Preferred Stock for the
quarter ending September 30, 1952 anc a
dividend of 25¢ per share on the Common
Stock have been declared. Both div'dends
are-payable October 1, 1952 to hoiders of
record September 2, 1952, The stock trans-
fer books will remain open.
LincoLn C. BROWNELL

July 23, 1952 Secretary

“A Family of
Famous Names”

u c
CORPORATION

AVCO
The Board of- Directors of Aveo
Manufacturing Corporation has
declared a quarterly dividend of
15 cents a share on the Common
Stock payable September 20, 1952,
to stockholders of record August
29, 1952, '

R. S. Pruitt, Secretary
420 Lexington Ave..
New York 17, N.Y.
July 25, 1952

DIVIDEND No. 170

An interim dividend of sixty cents

(60¢) per share has been declared

on the capital stock of The Borden

Company, payable September 2,

1952, to stockholders of record at

the close of business August 8, 1952,
E. L. NOETZEL

July 29, 1952 * Treasurer

Burroughs

209TH CONSECUTIVE CASH
DIVIDEND '

A dividend of twenty cents ($.20) a

share has been declared wupon the
stock of BURROUGHS ADDING
MACHINE COMPANY, payable Sept.
10, 1952, to shareholders of record at
the close of business August 15, 1952.
Detroit, Michigan . Sheldon F. Hall,

July 28, 1952. Secretary

corresponds to the interests of the
United States. BIS officials make
no secret of their conviction that
an international monetary system
can only work smoothly if the
United States, mindful of its po-
sition  as .the. world’s foremost
creditor -nation, is -willing :to
increase its dire¢t imports from
Europe -and to help bring about
the conditions necessary for tri-
angular trade. It is better, they
add, to have a straightforward,

DIVIDEND NOTICES
CREPED PAPERS '« GIFT WRAPPINGS

DIVIDEND NOTICES

Debenture: The regular quarterly

“ dividend of $2.00 per share on the
Debenture Stock will be paid Sept.
3, 1952, to stockholders of record
Aug. 11, 1952.

“A" Common and Voting Common
A quarterly dividend of 30 cents
per share on the “A” Common and
Voting Common Stocks will be paid
Sept. 3, 1952, to stockholders of
record Aug. 11, 1952,

A. B. Newhall, Treasurer

S3IDIAIA ONINIVYW

— JEWELRY BOXES « COMMERCIAL BOXES

SEALS + LABELS

Southern
Railway
Company

DIVIDEND NOTICE

New York, July 29, 1952,
A dividend of One Dollar ($1.00) per
share on 1,298,200 shares of Common Stock
without par value of Southern Railway Com-
pany has today been declared out of the
surplus of net profit; of the Company for the
fiscal year ended December 31, 1951, pay-
able on September 15, 1952, to stockholders
of record at the close of business on August
15,1952
- . J. J. MAHER, Secrefary.

S¥3dVd dIwwno

SERBORRO

FINANCE COMPANY

COMMON STOCK DIVIDEND
70th Consecutive Quarterly Payment

The Board of Directors of Seaboard
Finance Co. declared a regular quar-
terly dividend of 45 cents a share on
Common Stock payable Oct.10,1952to
stockholders of record Sept. 18, 1952.

PREFERRED STOCK -DIVIDENDS

The directors also declared regular
quarterly dividends of 65 cents a share
on $2.60 Convertible Preferred Stock,
33%; cents a share on $1.35 Convert-
ible Preferred Stock, 43 cents a share
on $1.72 Convertible Preferred Stock,
and 53 cents a share on $2.12 Con-
vertible Preferred Stock. All preferred
dividends are payable Oct. 10, 1952 to
stockholders of record Sept. 18, 1952,

A. E. WEIDMAN

July 21,1952 Treasurer

(411) 35

outspoken friend, who does mot
conceal his real views, than to
continue to support policies which
so far have only led to one finan-
cial crisis after the other and
have benefited nobody.

DIVIDEND NOTICES

United States Pipe and Foundry Company
New York, N. Y., July 24, 1952
The Boar_d of Directors this day declared a
quarterly dividend of seventy-five cents (75¢)
per share on the outstanding Common Stock of
the Company, payable September 19, 1952, to
stockholders of record on August 29, 1952,

The transfer books will remain open,
UNItED STATES PIpE AND FoUNDRY CoMPANY
JOHN W. BRENNAN, Secretary

NATIONAL DISTILLERS

PRODUCTS
CORPORATION

DIVIDEND NOTICE

The Board of Directors has de-
clared a quarterly dividend of
50c per share on the oufstand-
ing Common Stock, payable on
September 2, 1952, to stockhold-
ers of record on August 11, 1952,
The transfer- books will not close.

THOS. A. CLARK
July 24, 1952, Treasurer

SOCONY-VACUUM
OIL COMPANY

INCORPORATED

July 29,
1952

Dividend
No. 166

The Board of Directors today
declared a quartetly dividend of
50¢ per share on the outstand-
ing capital stock of this Com-
pany, payable September 10,
1952, to stockholders of record
at the close of business August
8, 1952,

W. D. BickHAM, Secretary

Common and Preferred

DIVIDEND NOTICE

Shreveport, La, -
July 23, 1952

The Board of Directors of the
Company has declared regular
quarterly dividends of 25 cents
pershare on the common stock,
$1.12%% per share on the 4.5%
convertible preferredstock,and
$1.18% per share on the 4.75%
convertible preferred stock .of
the company, all payable on

-September 2, 1952, to stock-
holders of record at the close
of business August 1, 1952.

e

TEXAS EASTERN

LEGAL NOTICE

State of New York 2936
Department of State

I Do Hereby Certify that a certificate of
dissolution of SWEENEY LITHOGRAPH
COMPANY, INC. has been -filed in this
department this day and that it appears
therefrom that such corporation has com-
plied with section one hundred and five
of the Stock Corporation Law, and that it
is dissolved.,

_Given in Duplicate under my hand and
ofﬂcxa} seal of the Department of State, at
the City of Albany, this fifteenth day of
July, one thousand nine hundred and
fifty-two,

‘Thomas J. Curran, Secretary of State: By
Sidney B. Gordon, Deputy Secretary of
State.

The di-solntion of this New York State
corporation is only a routine procedure;
the Company was reincorporated in the
State of New Jersey on December 26, 1951,
and as of January 1. 1952 the New Jersey
corporation became the corporate successor

:;7 the dissolved New York State corpora-
on. s
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of busipess August 15, 1952.
Bangor) Maine, July 29, 1952
ﬁg ' EASTERN
*Fine Popers  Bond

DIVIDEND NOTICE

On July 29, 1952 the Board of Directors
declared a cash dividend of 25 cents per
share payable September 2, 1952 to com.
mon stockholders of record at the close

- D. H. MILLETT, Treasurer

CORPORATION

“Excellence in ATLANTIC WATERMARKED PAPERS

imeograph « ledger « Duplicator

ROYAL LACE PAPER PRODUCTS

Roylies « Roylining « Royledge « Roylprints

The

Common Dividend

The Board of Directors has declared this

Norwich
Pharmacal

day the 200th quarterly dividend, in the
amount of 20 cents per share, on the out-
standing common stock of the Corpora-

tion, payable on September 10, 1952, to
share owners of record at the close of
business on August 18, 1952,

i uly 30, 1952

JOHN T. HORAN, Secrefary
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Washington .. .

Behind-the-Scene Interpretations
from the Nation’s Capital

WASHINGTON, D. C.—One of
the inevitable consequences of the
yrolonged steel strike will be a
ferrific battle between the Demo-
cratic politicians, on the one hand,
and the Defense Department and
1he materials controllers, on the
other.

As of the present moment, the
¥ans of NPA, DPA, et al, are to
jout tough controls on the use
of steel, so that the steel that fi-
nally comes out of the mills shall
be shipped first to urgent defense
»eeds. Such an order or orders
probably will have been published
Yy this time.

If the Defense Department had
3ts way, then steel for autos and
-washing machines and all the
.- other good things of life would be

.. 3argely absent during a certain

critical period terminating with
4he election day. It is not therab-
&enee of consumer durables as
such that would cause the howl,
"Jsut the absence of steel to provide
work in the factories making the
Jdurables.

Agegressive left-wingers in the
fcnate, such as Senator Blair
oody of Michigan, cannot be
counted upon fo sit back and wait
Sor these orders to create a cer-
43in prospect of considerable un-
omployment for the weeks pre-
ceding the election.

These gentlemen are far too
adert to sit back and wake up
about the middle of October to
4{he fact that there is a hopeless
situation which cannot be relieved
Wefore the election.

Consequently, it is a reasonable
£xpectation that the clamor for a
share and share alike with civilian
wproduction will be heard almost
before the ink is dry on the new
orders. It is rumored that Harry
Iruman is somewhat concerned
with things like the election and
way hear the clamor.

‘Hence, the bright boys around
4his town are betting that it is
defense production which will
Rake the licking, and the true
prospect is that the mythical
“peak rate of production” for de-
Fcnse, always set back about as
$ast as a new date is announced,
will be postponed another six
amonths,

Harry Truman’s boys pulled a
wmecat one a few weeks before the
ond of the Congressional session,
one that seems to have escaped

_ ihe Congress entirely.

i This stunt is to provide orders
which in effect will require that
Foreign bids for U. S. defense
-naterials shall be given especial
consideration and shall be award-
cd, barring certain routine con-
giderations.

Some two years ago Harry Tru-
snan is effect repealed the “Buy
American” law, under which for-
eign bids are not considered un-
#css there is a differential against
an American bidder of 25%. The
¥resident did this by Executive
order, and in December, 1950, the
Assistant Secretary of the Air
E‘or_ces issued a directive which es-
wecially declared that Canadian
worders for the Air Forces should
®e taken freely.

ﬂig repealer of the “Buy
American” law, did not result in
aay substantial foreign business,
Jowever, 50 the Defense Depart-
-soient issued a departmental direc-
tive saying thaf the secretary of
<ach of the three services should
personally have brought to his at-
icntion any foreign bid for a sum
of as little as $25,000 or more.

‘These secretaries may award a
contract on even a higher U. S.

.wroducer’s bid, however, under

*
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such routine considerations as
where the foreign source of sup-
ply is endangered; where for con-
siderations of strategy it is prefer-
able to have the source of sup-
ply within the United States even
at a higher cost, or where it is a
“small business” bidding in the
U. S., or where a U. S. bidder
would relieve serious unemploy-
ment if he had the contract.

This entire move of opening up
U. S. defense work to foreign bid-
ding was taken at the instigation
of Canada which, according to De-
fense Department sources, already
has slightly higher U. S. orders
than Canada has placed in the
U. S. for her own forces. Some
European bidders might get an
occasional chunk of the business,
but the move was sparked by the
motive of helping “poor” Canada,
whose dollar has gone to a pre-
mium almost four cents above the
U. S. dollar. .

This is a footnote on that par-
ticular exchange situation: Mutual
Security Administration has paid
for $2.4 billion of Canadian mer-
chandise given to clients for for-
eign economic aid.

* ok %

While this town knows little of
Adlai Stevenson except from here-
say, it does know Johnny Spark-
man, the amiable likable Sen-
ator from Alabama, selected by
Stevenson and the Democratic
Convention as the Vice-Presiden-
tial nominee.

Sparkman is pretty much to the
Left. He usually ends up support-
ing most Fair Deal things, and he
has been an outstanding advocate
of easy money for housing.

Sparkman, however, is Left
with a difference. Unlike most of
the ardent lefties, the Alabama
Senator seems genuinely to like
persons with whom he has differ-
ing opinions. If ‘he ends up left
of center, he does it after a certain
amount of mature deliberation,
and without registering automa-
tically for everything which is the
party line.

He also is a man with a sense
of humor and proportion. Unlike
some notable zealots, he doesn’t
hate to breathe the same air as
capitalists. Furthermore, while
representing a state which, in part
because of its steel industry and
a large infusion of the CIO as far
from a typical conservative south-
ern state overall, Johnny will give
the opposition a chance to talk it
out with him and is known to
compromise. He doesn’t particu-
larly go for free spending just for
the fun of it.

* # #

A bill to get, study, and keep
handy in your file for certain fu-
ture reference was introduced just
before the close of the session of
Congress. Its author is Rep. Jacob
K. Javits, the Fair Deal Republi-
can from" New York City,

This bill is important, because
it is the vehicle which the public
housing—ADA crowd ‘will make

The Commercial and Financial Chronicle , . . Thursday, July 31, 1952
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“Some nerve! Remind me not to vote for that guy, Butch!”

tended loans but actual Federal
gifts, then Congress all but choked
it off. That was in 1938.

The lefties, however never gave
up. They agitated for a new pub-
lic housing act, putting members
on the spot, and finally got it en-
acted again in 1949.

This same crowd backs the new
Javits bill, although not yet form-
ally. It carries out all the recom-
mendations of the National (pub-
lic) Housing Conference of last
spring. The real goal of the Jav-
its bill is cooperative housing, di-
rectly government financed.

It is a safe bet that even should
the new Congress remain as con-
servative as the present, that the
left-wing crowd will never give
up their advocacy of the Javits
housing bill even if it takes them
another dozen years to get this
new pillar of statism also put in
place.

Although under FHA there is
already a liberal system of mort-
gage insurance for cooperative
housing, the bill would set up $2
billion for direct Treasury loans
for cooperative housing or limited
dividend corporations. The loans
would run to 95% of value for a

period of up to 50 years, and the
interest charge would be only
one-half of 1% higher than the
rate paid on the latest issue of
long-term Treasury obligations.
The term families of “interme-
diate income” is so loosely defined
that this program would open the
way for government housing, via
a cooperative facade, for all hous-
ing except the upper bracket bu-
reaucrats or such few well-to-do
private individuals as may remain

its goal. The bill would provide £

for a vast program of direct gov-
ernment financing for families of
“intermediate” income. It is HR

8431 of the second session of the [

82nd Congress.

This proposal ranks on a parity
with public housing. Public hous-

ing was agitated in Congress for

many years with indifferent suc-
cess. It got enacted prematurely
in 1937, largely because Congress
did not know what it ‘was doing.
When such outstanding -conserv-
atives as Representatives Jesse P.
Wolcott (R., Mich.) and Eugene
Cox (D., Ga.) figured out that the
scheme was merely one of pre-

unliquidated after the time of its
enactment.

While “limited dividend” cor-
porations theoretically would be
eligible for these easy loans, the
restrictions are so severe that no
private enterpriser would be al-
lowed a nickel of profit.

(This column is intended to re-
flect the “behind the scene” inter-
pretation from the nation’s Capital
and may or may not coincide with
the “Chronicle’s” own views.)

F. P. Breckinridge
With Bear, Stearns

CHICAGO, Il11.—Bear, Stearns &
Co., 135 South La Salle Street,
have employed Frank P. Breckin-
ridge to set up a statistical depart-
ment in their Chicago office, L. M.
Stein, Resident Manager, has an-
nounced. Mr. Breckinridge is a
former President of the Chicago
chapter of the American Statisti-
cal Society and has been associ-
ated with Breckinridge and Com-
pany, investment counsellors, since
1928.

Mr. Breckinridge’s association
with the firm was previously
reported in the “Chronicle” of
July 24.

Joins Kidder, Peabody
(Special to THe FINANCIAL CHRONICLE)
BOSTON—Mass. — Gerard . L.
Regard is now with Kidder, Pea-
body & Co., 75 Federal Street.

E. E. Mathews Adds

(Special to THE FINANCIAL CHRONICLE)
BOSTON, Mass.—Henry F. Friel
is now with Edward E. Mathews
Co., 53 State Street.
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Deposits of Mutual
Savings Banks Show
Gontinued Increase

On June 30, total deposits of
the 529 mutual savings banks of
the nation stood at the record
high figure of $21,750,000,000, ac=
cording to
Robert M.
Catharine,
President of
the National
Association of
Mutual Sav-
ings Banks
and President,
Dollar Sav-
ings Bank of
the City of
New York.
During the
first six
months of
1952, deposits
increased
$883,000,000, or 4.2%, as against
$374,000,000, or 1.9%, during the
corresponding period of 1951.

The greater gain in 1952 tham
in 1951 reflects the fact that for
the first six months of 1952, regu~
lar deposits were 12% higher, as.
compared with the same period
in 1951, whereas withdrawals:
were down 4%. During this pe-
riod, two-thirds of the growth in:
regular deposits, as against one--
third for the corresponding period.
in 1951, represented new savings,.
as opposed to dividend credits..
This occurred despite the fact that:
there has been an increase of al--
most one-third in the amount of’
dividends paid.

During the month of June alone,.
total deposits gained $211,000,000,.
well above the $163,000,000 shown:
in June, 1951. Except for Janu-
ary the increase each month this:
year in regular deposits has been:
greater than in the corresponding:
month in each year since 1947..
The greater gain this June than:
last reflects the fact that deposits:
in regular accounts were 8%
greater than in June, 1951 and'
withdrawals were only up 2%.

Mortgage lending continued to
provide the chief outlet for sav-
ings bank investment during June.
The gain of $139,000,000 in the
banks’ mortgage portfolios brought
holdings to $10,412,000,000. Cash:
showed a seasonal gain of $148,«
000,000 and corporate and munic-
ipal securities $42,000,000, while
holdings of U. S. governments fell
$134,000,000.

Robert M. Catharine

For
Large Appreciation Potential

WE SUGGEST

RIVERSIDE CEMENT CO.

CLASS B (common) STOCK

A leading producer of cement
in fast-growing Southern
California,

Analysis of this Company and
a review of the Cement Indus-
try avallable on request,

Available aroand 1434
LERNER & CO.

Investment Securities
10 Post Office Square, Boston 9, Mass.

Telephone Teletype
HUbbard 2-1980 BS 69

Trading Markets in
Kingwood Oil |
South Shore Oil & Dev.

Beneficial Corporation

Hill, Thompson & Co., Inc. |
Trading Department

70 WALL STREET, N. Y. 8§
Tel. WHitehall 4-4540
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