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EDITORIAL

As We See It
While President-elect Eisenhower works stead¬

ily formulating his plans for the next four years,

; and the country awaits indications from him, the
defeated candidate, Governor Stevenson, and his

, party are reported to be drawing plans for a

( career of "loyal opposition" to the regime which
is to take office in January. After such a defeat

I as it has suffered, it is natural enough that the
; Democratic party should now be giving prayerful
attention to what it should do and can do to

j rehabilitate itself. What it finally decides to do
^ in the premises may not only shape its future
: for many years to come, but may likewise have
a good deal to do with the good of the country
in the years ahead.
Much anguish may be saved us all, for example,

if those who control party policy will once and
for all abandon the notion of party success based
upon coalitions of minority groups whose sup¬

port is secured by largesse and crass favoritism.
It is conceivable, of course, that the party might
succeed in regaining power by toadying to organ¬
ized labor groups, promising to take still larger
sums of money from the rest of us and pay them
out to the farmers, and in general undertaking
still more drastic redistribution of income and

wealth. We do not profess to be sufficiently
: versed in things political to be afcle to judge the
likelihood of practical political success by such
tactics as these, but we are perfectly certain in
our own minds that nothing of benefit to the
country could come of them.

Too Much Fair Deal

It is obviously too soon to know with any great
precision what the Eisenhower regime is to be

Continued on page 33

Is Prosperity Permanent? Funds'DeflationaryPolicies
Reaffirmed by Elections

By COURTNEY C. BROWN*

Assistant to Chairman, Standard Oil Co. (N. J.)

In pointing out new anti-depression devices have not
been tested, Dr. Brown discusses such remedies as in¬
creased government employment, farm price supports,
loan policies, and deficit financing. Although stating
such measures may have been effective in the 1930 de¬
pression, he questions whether, under present conditions,
they should be used, since they call for doses so strong
as to involve social costs far greater than the gains.
Holds "props" lead to inflation and foresees "storm

• clouds of contraction" gathering.

As an undergraduate, about a quarter of a century ago,
I was told that business depressions were a thing of the
past. We had learned a great deal, I was assured, about
using a then new device in our economic and business

life — the Federal Reserve System.
That was in 1926—just three years
before the crash.

Today, we have still newer devices
to relegate depression to the limbo
of historical things. Depression can¬
not recur, it is said, or at least it will
not be politically tolerated if it
should begin to reappear. (
It is difficult to get perspective on

this kind of thinking. Our knowl¬
edge and ability to handle social
phenomena, including the business
cycle, can, has been, and must, be still
further improved. Yet it may be that

* we have too much confidence -in
these new devices. For the most part
they have not existed long enough to
have been tested. They are probably

more effective in preventing a self-generating contrac¬
tion of business activity, than they are in keeping all of
our resources fully employed at all times—and there's a

big difference between these two objectives that is not

always recognized. Finally, it is important to realize

Continued on page 36

C. C. Brown

♦An address by Dr. Brown before the Association of Land Grant

Colleges and Universities, Washington, D. C., Nov. 12, 1952.

By HENRY ANSBACHER LONG

Survey discloses investment company managers antici¬
pate new Administration's policies will lessen attraction
of oils and other natural resource stocks, although Tide-
lands legislation may favor some petroleum issues. Ex¬
pectation of excess profits tax termination and other tax

changes are prompting plans for some switches. Analysis
of funds' transactions during third quarter reveals con¬

centration of buying | in utilities, rails, electrical equip¬
ments, television, retail and food issues; with liquidation

of petroleums.

Investment company managers expect less emphasis
to be placed on securities of natural resource companies
and those whose earnings have been especially stimu¬
lated by inflationary forces, as a result of anticipated
changes of policy to be made effec¬
tive by the new Administration. Elim¬
ination of the excess profits tax now
seems to be almost a foregone con¬
clusion with the earnings potential
enhanced of those companies for¬
merly subject to this impost. Oils will
tend to lose their relative tax-shel¬
tered status, but passage of tidelands
legislation may still make several is¬
sues in this group particularly attrac-';
tive investments. While several man¬

agers are maintaining a more cautious
wait-and-see policy on such predic¬
tions, the above is a consensus of
opinion expressed by a representa¬
tive number of fund sponsors in an¬
swer to the following questions sent
out by us two days after the election

results were known: "In view of your present understand¬
ing of proposed changes generally in policies contemplated
by the nuw Administration, what shifts do you plan in
cash position, type of security, and industry grouping

Continued on page 24
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tional compasses. Another prod¬
uct, being developed for the Civil
Aeronautics Administration, is a

Map Computer which visually
shows a pilot his direction and
distance from an airport and also
records the actual and required
flight paths of the plane. Re¬
cently the company received a

sizable production order for auto¬
matic pilots for Piasecki helicop¬
ters. This is the first application
of such a device to overcome the

instability of the rotary wing
type of craft ana to enable it to
operate for long periods of time
under adverse weather conditions.
Other new developments in¬

clude sights for use with guns,

bombs, and rockets which are now
in action in Korea. Outstanding
among the automatic controls de¬
veloped in the postwar period by
Sperry in conjunction with the U.
S. Army Ordnance is a new anti¬
aircraft gun called the Sky-
sweeper. This weapon is an auto¬
matic radar-directed gun and is
used against low-flying, high and
supersonic speed planes.
In the marine field notable de¬

velopments have been made with
respect to steering mechanisms
and marine radar and loran. Sev¬

eral shipping companies have
placed orders for loran, an elec¬
tronic device that determines the

position of a vessel independent of
celestial observations. Ford In¬

strument Corp., a subsidiary, has
obtained a substantial order for

transmissions for the Piasecki

helicopter, while Vickers Electric
is producing magnetic amplifiers
and clutches for military and
commercial orders for its hy¬
draulic mechanisms.
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The Sperry Corporation
In the prewar years, Sperry

common stock proved a very fine
investment for the reason that its

appreciation in value was far
greater than
that of the

market as a

whole. Dur¬

ing the war

years its price
performance
record was

somewhat

poorer than
that of the

general mar¬

ket, and in the
postwar pe¬
riod the com-

mon stock

lagged consid¬
erably behind
the general price advance. Sperry
Corporation common stock in fu¬
ture years should command more

widespread attention by investors,
during an age when emphasis will
be upon the well-managed re¬
search and engineering organiza¬
tions that will extend man's phys¬
ical and mental powers to enable
jobs to be done more quickly,
more accurately, and with smaller
expenditure of human energies.
The present company was orig¬

inally formed in 1933, although
its predecessor was founded in
1910 as a research, engineering,
and precision manufacturing or¬

ganization. Through wise leader¬
ship under the present manage¬
ment it has so broadened its scope
of activities that it now provides
a wide variety of machinery,
equipment, instruments, and elec¬
tronic controls for the Armed

Forces, for agriculture, and for
industry generally.
The Sperry Corporation, as the

parent'-organization, directs the
broad, policies of the various sub¬
sidiaries ari(| divisions. Each has
its own management and operates
as much as possible on a decen¬
tralized basis within the frame¬
work of general policies formu¬
lated by the board of directors
and principal officers of the cor¬

poration.
New developments in Sperry

Gyroscope aviation instrument
controls represent a considerable
percentage of the company's pres¬
ent business.

The Zero-Reader, a flight com¬

puter that serves as an auxiliary
to an automatic pilot, was devel¬
oped during recent years apd is
already in widespread use on
commercial and private planes.
With a Zero-Reader, a pilot can

fly his ship manually should diffi¬
culty be experienced with the
automatic pilot. Recently the Air
Force placed the first sizable mil¬

itary contract for this instrument
with an initial order of $6 million.
Another device developed in

recent years is the Engine An¬
alyzer. This mechanism displays
on a screen any misfunctioning of
an engine while the plane is in
flight or on the ground. It also
indicates whether an engine is op¬
erating at maximum efficiency in
relation to gasoline consumption.
Among the air transport com¬

panies, Pan American is using
this equipment extensively.
Another postwar development is

the Gyrosyn Compass which is
used by the U. S. Air Force and
Navy and is standard equipment
of the Royal Canadian Air Force.
This precision compass eliminates
the drift and resetting of conven-

Henry F. Newell

Unfilled orders as last reported
were $712 million. Shipments for
the first half of this year were
about $178.6 million and earnings
about $6.6 million, equal to $3.23
per share. Since the beginning of
operations, earnings have totalled
$58-$59 per share while stockhold¬
ers have received $29 per share
in dividends. During this period
book value of the stockholders'
equity increased from slightly less
than $3 per share to more than
$30 per share, without taking into
consideration assets which have
been written off. The growth of
the company has been financed
largely out of earnings. Public fi¬
nancing has been limited to the
issuance of $20 million of deben¬
tures which were sold in 1949,
the first in its long history. The
number of shares is practically
the same as at the beginning of
operations in 1933. The present
capitalization consists of $20 mil¬
lion in 3V8% convertible deben¬
tures and 2,031,565 shares of com¬
mon.

Dividends are being paid at the
regular rate of 50 cents quarterly.
Later on a more liberal dividend
payment would be a reasonable

expectation, especially if the ex¬
cess profits tax is allowed to lapse,
since Sperry would be a particu¬
lar beneficiary. In this respect it
might be pointed out that if the
excess profits tax is eliminated,
Sperry's earnings could readily
rise on the present volume of
business to around $8-$9 per
share, in which event a dividend
of $4 per share would be in line
with the management's longer
term policy of paying out approxi¬
mately 50% of earnings. Thus un¬
der such conditions it would be
feasible to project a substantially
higher price level for the com¬

mon stock over a period of time.
The outstanding success of the

company under the present man¬
agement may be attributed di¬
rectly to the emphasis placed on

The Sperry Corporation— Gordon
Y. Billard, Partner, J. R. Willis-
ton & Co., N. Y. City. (Page 2)

Kerr-Addison Gold Mines, Ltd.—
Henry P. Newell, Filor, Bullard
& Smyth, N. Y. City. (Page 2)

research, engineering, and pre-
cision manufacturing. Such em¬

phasis continues as the basic con¬

cept of the management and
therefore should provide the in¬
vestor with confidence in the fu¬

ture.

HENRY P. NEWELL

Filor, Billiard & Smyth, N. Y. City
Members, New York Stock Exchange

Kerr-Addison Gold Mines, Limited

The security I like best is Kerr-
Addison Gold Mines, Limited —

listed on the Toronto Stock Ex¬

change and currently selling near
18. in a little

over a dozen

years this en¬

terprise has
grown from a

relatively
small produc¬
er to become

C a n a d a's

greatest gold
mine. Its

growth and
development
was accom¬

plished
against a

background of
industry-wide
disability caused by progressively
rising costs coupled with an offi¬
cial price of gold that has been
fixed at $35 an ounce. These ad¬
verse conditions have resulted in
a generally declining trend of
profits for gold mines and in many
instances it has been deemed ad¬
visable to suspend operations al¬
together.
Kerr-Addison has demonstrated

its remarkable vitality in that it
has reversed the retrogressive
downtrend that has affected the
industry for more than ten years.
The company commenced opera¬
tions on its properties in north¬
eastern Ontario in 1938 with a

mill capable of handling about
500 tons of ore daily. During that
year 148,000 tons were milled,
valued at $985,000. By 1951, Kerr-
Addison was milling ore at an
average daily rate of 4,500 tons.
For the latter year bullion valued
at $12,400,000 was produced as a
result of treating over 1,600,000
tons of ore. Such growth would
have been noteworthy even un¬

der conditions favorable to the

gold mining industry. On a basis
of comparison with other leading
Canadian mines, Kerr-Addison's
output is roughly one-third great¬
er than Hollinger's almost double
that of Mclntyre Porcupine, and
nearly two and one-half times
Dome's production.

Capitalization consists of 4.700,-
000 shares outstanding; 5 million
shares are authorized. Noranda

Mines Limited, through direct

ownership and through subsidi¬

aries, controls about 45% of the
stock outstanding. Financial po¬

sition is strong. Working capital
in excess of $4 million allows the

company to pay out in dividends
a very high percentage of earn¬

ings, Kerr-Addison is debt free.

Growth and expansion have been
achieved almost entirely through
utilization of capital funds and a

policy of plowing back earnings
into physical equipment and prop¬

erty development.
But K e r r-A d d i s o n'? great

strength lies in its huge reserves

Continued on page 34
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Recent Trends in

Corporate Financing
By STANLEY R. MILLER*

Partner, Goldman, Sachs and Company

Members, New York Stock Exchange

Pointing out there are fashions in finance just as in other
things, Mr. Miller reveals many departures from conventional
financing techniques by corporations seeking to meet their spe¬
cial problems. Among these are: (1) resort to very long-term
issues; (2) new "open-end" features; and (3) increased use
of subordination and convertibility privileges. (Sees continued
emphasis on debt financing, and upward trend in private place¬
ments. \ Describes unusual features in some new securities offer¬
ings, and forecasts resort to more convertible issues and revival

of Class B (non-marketable) common stock.

Corporate finance is considered
by many people to be a staid,
stuffy subject with today's prac¬
tices virtually unchanged from
those of many years ago. In real¬
ity, there is fashion in finance just
as there is style in clothing, auto¬
mobiles, or houses, even though
the style cycles in finance swing
much more slowly. Your Pro¬
gram Committee thought it might
be of interest to you to consider
some of the current styles and
suggested that I talk with you on
"Recent Trends in Corporate Fi¬
nancing." Time does not permit
a detailed discussion of many in¬
teresting developments which
have taken place since the regis¬
tration of new security issues was
first required by the Securities
Act of 1933. I shall instead at¬

tempt only to highlight a few of
the more important trends which
have become evident in the last
few years, particularly the period
since World War II. Among these
are:

(1) The continued emphasis on
debt financing.
(2) The upward trend in pri¬

vate placements.
■•f (3) The lengthening of maturi¬
ties and the introduction of un¬

usual features.

(4) The increased usage of con¬
vertible and subordinated issues.

I will also comment briefly on
the possible revival of Class B
common stock for usage by closely
held companies.

Continued Emphasis on Debt

Financing

During the past decade, many

corporations found that their re¬

sources were inadequate to carry
their expanded volume of busi¬
ness. |Increased capitalizations
were made necessary by World
War II and the economic develop¬
ments arising from it. | The im¬
perative demand for war produc¬
tion compelled an increase in
plant; the increased purchasing
power generated by the war econ¬

omy expanded the demand for
civilian goods, and the rise in the
price structure, which Govern¬
ment controls could not wholly
prevent, created the need for more
cash, more receivables, and more

inventory.!After the war, the post¬
war demands continued to exert

similar pressures due to the pent-
up needs for goods, full employ¬
ment, high purchasing power and

*An address by Mr. Miller at the
Finance Conference of the American Man¬

agement Association, New York City,
Nov. 19, 1952. v

the increase in population; and,
in 1950 came the Korean War,
which further extended the proc¬
ess. Even the strongest compa¬
nies have been compelled to raise
new money to put into plant and
into working capital.
Traditionally, much of the ex¬

pansion of American industry has
been financed out of retained

earnings. During the 1920s, a
great many industrial companies
needing more money raised addi¬
tional capital through the sale of
new common stock. During the
1930s and early 1940s, financing
was in most instances through
bonds or long-term bank or in¬
surance loans. During the latter
part of the 1940s and in the 1950s,
common stock financing increased
but still represented only a frac¬
tion of the total. These shifts, of
course, have not been. due to
whims of fashion but to a careful

weighing of alternative methods.
Historically, it has not been the
level of long-term interest rates
but the relative level of common
stock prices and bond prices which
has tilted the decision to bonds or

stocks. Managements are willing
to finance through sale of com¬
mon stock when they believe the
price of the common stock is not

unreasonably low, but are reluc¬
tant to finance in this way when
they believe that the price of their
stock is inadequate to justify the
sale of additional shares, using in
each case the level of bond prices
as a tidemark. If common stock

prices appear too low, companies
will turn to bonds or preferred
stocks, whether bond yields per
se are low or high.
This is borne out by the per

cent of total corporate offerings
which took the form of common
stock sale in certain years. In
1936, only 6% of corporate offer¬
ings were in the form of common
stock, but in 1937 the per cent
doubled to 12%. In 1940, when
the equity market had declined
and was falling, only 4% of cor¬
porate offerings were in the form
of common stock. The proportion
of common stock offerings rose to
13% in 1.946, dropped to 9% in
1948 but rose again to 15% in
1951. A comparison of these fig¬
ures with the trend of stock prices
in the years referred to will bear
out the statement that common

stock offerings will not be chosen
when the market for stock ap¬

pears relatively low.

Throughout most of the past 20
years, the prices of common stocks

Continued on page 40
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1953 Business Outlook Favorable
By A. W. ZELOMEK*

President and Economist, Intl. Statistical Bureau, Inc.

Mr. Zelomek predicts total 1953 business volume, both in
dollars and units, will average slightly higher tha?n in 1952;
with business rising during first half and receding in second
six months. Expects cost of living, particularly in food, to

decline. Belittles post-armament depression danger.

A. Vi/.

My appearance before you this
evening can be compared with a
busman's holiday. We are con¬

stantly projecting data into the
future, not
only daily but
hourly. Our
business is to

express an

opinion on
what is in the

offing. If this
were confined

only to the
economic and

domestic
scenes alone,
it wouldn't be
bad. B u t we

are also called

upon to ex¬

press opinions
on interna¬

tional economic as well as political
developments. Those of you who
have been in the economic an¬

alysis and forecasting field and
have been on the firing line in
the past 10 to 15 years need no
reminder that even Nostradamus'
task was easy by comparison to
what has faced us during that

period. So you can sympathize
with those who have been fore¬
casting not only during the past
10 to 15 years, but in the past 27
years.

I would like to make a sugges¬

tion that you devote a meeting
dealing with the subject, "What
great economic event made the
greatest impression on the
speaker?" This certainly would be
an interesting evening.

Jumping the Gun

I have observed in recent years
that it has been the tendency on
the part of the economic analyst
to jump the gun in indicating the
probable trend for the coming
year. We seem to be following the
footsteps of the average retailer
who begins to promote summer
merchandise when the snow is
still on the ground and, in like
manner, begins to promote fall
merchandise when temperatures
are still in the 90's and the

humidity is not much below that.

Forecasting for 1953 is in many

respects somewhat more com¬

plicated and slightly more diffi¬
cult than it was for 1952. It was

easy to indicate a year ago that
inventory liquidation resulting
from the excesses accumulated
after the outbreak of the Korean

War couldn't continue uninter¬

ruptedly beyond the early part of
this year. This conclusion was es¬

pecially logical in view of rising
defense spending and indications
of a sustained high level of capi¬
tal goods expenditures. As long
as the setback in 1951-52 was con¬

fined mostly to the consumers'
* Address by Mr. Zelomek before the

New York Area Chapter of the American
Statistical Association, Nov. 14, 1952.

goods industries, then there should
have been little concern regarding
the probable general business
trend.

1953 Different

As we approach 1953, the situa¬
tion is somewhat different. The
upturn in consumers' goods indus¬
tries has been on its way since
early summer, with a temporary
interruption due to the protracted
steel strike. Most people are

pretty well agreed on the fact that
the consumers' goods recovery of
1952 will extend into 1953. The
unknown factors, however, are
how much and how far. Before

answering these questions, I
should like to point out what is
probably well-known to most of
you, that consumers' expenditures
for goods and services in 1951
represented 60% of the total gross
national expenditures, which in¬
clude spending for business and
government as well. Last year,
total expenditures for consumers'
goods alone, both non-durables and
durables, approximate 42% of the
total. Those figures should leave
no doubt in your mind how im¬
portant it is to know what the
consumer will do and how' the

consumers' goods industries will
react. Unfortunately, we know
more about production than we
do about distribution. We also

realize that the important prob¬
lem in coming years will be the
proper utilization of the tremen¬
dous capacity American industry
has built.

Your Committee's suggestion,
therefore, that I devote most of
my discussion to the consumers'
goods industries is a recognition
of their great importance.

Any forecast of trends in 1953
must begin with a certain premise
dealing with the international
political situation. Will it be war,

peace or the status quo? I have
assumed that conditions will show
little change. Incidentally, this is
the same assumption we made for
1952 when we refused to accept
the optimism regarding an early
cease-fire in Korea. By the status
quo, I mean the sustainment of
the high level of defense spending.
With this premise in view, what
can you look forward to?

The Overall Outlook

First, I should like to give you
my general thinking on the over¬

all business outlook for 1953.
Total volume of business done in

1953, both in dollars and in units,
will probably average slightly
higher than in 1952. However, the
movement of important business
indicators will be quite different
than that of 1952. At the begin¬
ning of 1952, business was tend¬
ing downward in most industries
and continued to move lower for
some months. In contrast, at the
beginning of 1953 indicators will
be tending higher and will con¬
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tinue in that direction for most
of the first half of the year. How¬
ever, the trend during the last
half will be the reverse of that of
the corresponding period of 1952.
It will probably turn moderately
lower.
Nineteen hundred fifty-three

will not usher in a major recession
or a depression. It will be a

period of relative stability with
the trend veering moderately
lower at the end of the year. My
conclusion that volume will be

slightly higher is based on the
belief that total spending for
goods and services will average

moderately higher during* the
year, despite an indicated decline
in expenditures on plant and
equipment during most of the
year and some nominal decline in
construction. I believe that the

moderately upward trend in 1953
will get its support from the
steady increase in government
spending. Even with a change in
the Administration, national se¬

curity spending in the last six
months may still approximate the
annual rate of $58V2 billion. State
and local spending will continue
to increase, although to a mod¬
erate degree.

Consumers' Goods Sales to Rise

In 1953, total production and
sales of consumers' goods, includ¬
ing both non-durables and dur¬

ables, will average moderately
higher than in 1952, despite some
let-down during the latter half
of the year. The let-down in the
latter half of the year should not
be sufficient to bring the annual
averages below those of 1952.

Competition for the consumer's
dollar will be keen. But consumer

spending will show a favorable
trend due to the following:
Disposable income will be

higher.
Retail prices will be reasonable

and excellent. At the same time,
food prices will be tending lower.
Cost of living in 1953 may actually
average slightly lower than in
1952.

Credit terms will be easier.
Savings are of record propor¬

tions.

Tndustry will go all out in pro¬
viding new items at good prices.
The textile apparel industry will
have the advantage of the most
diversified fabrics, weaves and de¬
signs. It will have the advantage
of the great consumer appeal of
the new miracle fibers. The hard
lines or durable goods industries
will be stimulated by the intro¬
duction of new gadgets and new

designs. There will also be an ex¬

pansion in buying of those items
which are at a low saturation
point, such as dryers, freezers,
automatic washers, as well as air
conditioners and television. Re¬
placement needs in automobiles

..aije also very high.
During the past several years,

total retail spending relative to
income has been below the pre¬
war norm. This has been reflected
in increased savings. The percent¬
age of savings to disposable in¬
come in the years 1948-50 was

only 4.9%, while for the first
nine months of this year it aver¬
aged between 7.1% and 7.5%.
The lag in buying during the

past several years, excluding tem¬
porary panic buying following the
outbreak of the Korean War, was
undoubtedly due to the heavy
purchasing which developed im¬
mediately after the war. How¬
ever, it was also due to the ab¬
sence of any important stimuli.
Appliance manufacturers have of¬
fered a minimum of new gadgets.
Although new appliances have
been increasing in importance, the
supply of these has been limited.
Even the changes in automobile
models have been fewer and less
significant than before the war.

Only within the last year, par¬
ticularly since the outset of the
current season, has the appeal in
the textile apparel industry been
really marked. The new designs,

new weaves and new finishes have
stimulated volume and should
continue to do so.

It is economic history that con¬
sumer buying will not always be
stimulated by emphasis on lower
and lower prices. As a matter of

fact, public buying tends to lag
when inventories are heavy and
promotions excessive. The public
is very sensitive to heavy stocks
and still more sensitive to unde¬
sirable merchandise.

Overproduction

Having spent 27 years in an¬

alyzing and studying the consum¬
ers' goods industries from the pri¬
mary markets to the ultimate con¬

sumer purchases, I feel justified
in concluding that industry will
produce more than it will sell in
1953. The question is, when will
this over-production develop? In
the second quarter of the year I
would begin to watch carefully
developments in soft goods lines,
and in the third quarter I would
direct particular attention to hard
goods. Economic cycles, such as

were recorded in 1936-38, 1948-49
and 1951-52 may prove shorter
both as far as advances as well as
declines are concerned. Therefore,
1953 may be the beginning of an¬
other downward readjustment in
consumers' goods industries, al¬
though I want to warn you that
there are a number of important
factors in the consumers' goods
economy which may belie histor¬
ical precedent.

Undoubtedly you will hear a

great deal in 1953 regarding the
maturity of the American econ¬

omy. You will also hear talk
about the fact that American con¬

sumers' wardrobes are bulging
and that the number of automo¬
biles on the road is at a record

high and that we are nearly
caught up in the buying of re¬

frigerators and ironers and that
needs generally are being sati¬
ated. There will be discussions re¬

garding reduced housing require¬
ments and declines in construc¬
tion of new houses. My suggestion
is that you give weight to these,
but give greater weight to the
following:

Population has been increasing
rapidly to a point where the in¬
creases have dumbfounded the ex¬

perts. A large potential market
has developed for most goods.
We are still short not only sev¬

eral million homes, but several
million which were built in the
early part of the century need re¬

placement.
The consumers' debt structure

in relation to income is low.
The consumers' cash position is

greater than ever.
The American housewife, in her

inability to get adequate house¬
hold help, must turn more and
more to electrical appliances. The
electric age is still in its ascend¬
ancy.
The chemical laboratory will be

more important than ever in de¬
veloping our clothing habits. Mir¬
acle fibers will provide very great
stimuli and the public response
will be good.
There will be less concern in

1953 about making both ends meet
in view of the declining trend in
the cost of living, and food prices
in particular. This will be re¬

flected in an increased proportion
of spending on goods other than
necessities.
In the post-armament period we

won't have the huge reserve con¬
sumer demand that we enjoyed at
the end of World War II. But we

will have large market potentials
in other areas. For example: the
record baby crop (nearly four
million) born last year will in¬
sure high employment in the food,
clothing, toy and construction in¬
dustries.

The U. S. Office of Education
estimates that there will be 1.6
million more children in our ele¬

mentary schools this fall than in
1951. And five million more by
1956 than there are now.

To take care of these millions of

extra pupils, 40,000 classrooms
were built last year and over 50,-
000 will be completed by the end
of 1952. The need for more class¬

rooms, more equipment, more
books and more teachers will be
acute for many years to come.
And here are gome more things

to think about: 20% of American
families still do not have mechan¬
ical refrigeration; 18% are still
cooking with coal and wood; mil¬
lions of homes are without kit¬
chen sinks, vacuum cleaners and
bathtubs; nearly 15 million fam¬
ilies do not own an automobile.

Only one in 10 have two cars.

The problem of the consumers'
goods as well as the capital goods
industries will not be one of pro¬
duction. Since the problem will
be mainly in distribution, it will
be necessary to allot more and
more attention to advertising,
selling promotions and marketing.
1953 will be the first postwar
year that will provide a real test
for the consumers' goods indus¬
tries. Supplies of most everything
will be ample. The problem of
selling them will be important.
I shall summarize only briefly

what I look forward to in 1953. In
terms of averages, it will be a

good year as compared with 1952,
which seems to be the test of
business. But the improvement
will be only moderate. It will
probably witness the greatest com¬
petition in postwar history. It will
be a year where international de¬
velopments will be as important
as domestic policies in shaping our
economy. While the consumers'
goods industries will do better in
the first six months than the last

half, nevertheless the year as a
whole will be the second best on
record. The public's ability to
spend normally for general mer¬
chandise will be favorable.

Walsh, Wilson With
Distributors Group

Reginald L. Walsh and John D.
Wilson have joined Distributors
Group Inc., 63 Wall Street, New
York City, as wholesale repre¬
sentatives. In recent years Mr.

Walsh, a resident of Boston, has
been prominently associated in
various capacities with the mar¬
keting of Television-Electronics
Fund and Hudson Fund Inc., at
one time serving as Vice-Presi
dent of the firms which sponsor

these mutual funds.

Earlier connections include

Hugh W. Long & Co., Calvin Bul¬
lock and Hayden, Stone & Co. A
resident of Boston, Mr. Walsh's
territory is New York State (ex¬
clusive of the city), Eastern Penn¬
sylvania, Maryland and D. C.
Mr. Wilson, a resident of Cleve¬

land, was engaged in sales work
prior to an extensive army serv¬
ice. He has recently returned from
Korea, where he served as Major
in the Tank Corps. His territory
includes Ohio and Indiana. >

Robert P. Vick Forms

Own Co. in Chicago
(Special to The Financial Chronicle)

CHICAGO, 111.—Robert P. Vick
has formed Robert P. Vick &

Company with offices at 209 South
La Salle Street, to continue in the
investment business. Mr. Vick for

many years was a partner in the
recently dissolved firm of M. B.
Vick & Company.

Two With Slayton
(Special to The Financial Chronicle)

ST. LOUIS, Mo. — Blanche D.
Becker and Myrtice M. Bieller are
now connected with Slayton &
Company, Inc., 408 Olive Street.

With Waddell & Reed
(Special to The Financial Chronicle)

KEARNEY, Neb. — Albert W.
Pierce is now connected with
Waddell & Reed, Inc.
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Retail Trade
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Food Price Index

Auto Production

Business Failures

J
Last week saw industrial production for the nation as a

whole edge slightly upward to the highest level in seven years.
This was the second successive rise in over-all output lifting it
to a level of close to 5% higher than that of a year ago. However,
it remained about 7% under the all-time high reached during
World War II. Defense production accounted for a steadily
widening share of total production.

Joblessness remained slightly over one million, the lowest
level in seven years.

A battle between business people and government planners
over how to end controls is already shaping up, with business peo¬

ple generally holding that controls should be allowed to die a natural
death (next June 30), or should be ended quickly by positive
action, states "The Iron Age," national metalworking weekly.

Washington reports indicate the government planners will
argue that complete decontrol of materials is dangerous while
there is a threat to world peace. Industrialists counter this by
pointing out that controls have never produced a single pound
of metal, and that world peace may be threatened for many
years. They point out that controls authority belongs to Congress,
and it can re-delegate the authority if and when it is needed
again, according to the above trade authority.

But the planners are not making their pitch for continuing
controls authority on that one point. They are saying that indus¬
try and government should unite to preserve the "reporting re¬

quirements" of the Controlled Materials Plan contending that
industrial reports on materials are of particular importance in
guiding the course of national planning.

Industry replies that national planning during recent years
has been going in the direction of planned Socialism, and that's
what they want to stop. Metalworking companies are not gen¬
erally unwilling to furnish data on production and consumption
of materials. A great many of them already do this through their
trade associations. They do not fear collection of useful statistics,
but they do fear that bureaucrats will use them in an effort to
vault to a place in the sun, reports this trade journal.

Assuming that DPA, NPA, and CMP are for all practical
purposes headed for the scrap heap, the planners believe the
U. S. Census Bureau could be enlarged to accommodate the report¬
ing project. Sample questionnaires are already being prepared
to be sent to manufacturers before the end of the year. Pre¬
sumably they would be asked to report sizes, shapes and types
of metals used, as well as amounts, declares this trade magazine.

Steel people are continuing their series of meetings with
NPA this week to map out details for orderly decontrol. Specific
steps are being worked out by a task force consisting of rep¬
resentatives of five steel producing and six steel consuming
companies. All but military uses are expected to be decontrolled
early next year along the lines of a program advanced by steel
companies last spring before the strike, concludes "The Iron Age."

Automotive production last week—despite labor and material
shortages—climbed 3% above last week and was 22% above the
like week a year ago, according to "Ward's Automotive Reports."

Auto output so far this year has been 3,730,800 units, a drop
of 23% from the similar period a year ago.

"Ward's" said no auto maker last week increased its overtime

operations, because of a lack of labor and steel.

Commenting on 1953 passenger models, this agency stated
Chrysler Corp. was operating below its production goals—despite
the past week's year-high output. Manpower and supply short¬
ages have prevented Chrysler from putting on a second shift at
DeSoto and introducing a Saturday work-day at Plymouth, it
added.

The United States Department of Commerce currently re¬

ports that the national production of goods and services reached
the highest level in history during the third quarter, rising to
an annual rate of $343.4 billion. This was $800 million above the
second quarter pace and $2.9 billion higher than in the initial
three months of this year. For the full year 1951, national
production was $329.2 billion.

Figures are not yet available to show what the current rate

of output is in terms of 1939 dollars. The department has adjusted
the 1951 total, however, and says on that basis the $329.2 billion

Continued on page 34
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Can the U. S. Economy
Stand the Cold Wai?

By A. WILFRED MAY* '
Executive Editor, "The Commercial and Financial Chronicle"

On premise that Soviet's status is important reciprocal to the
question, Mr. May cites numerous difficulties confronting
Kremlin dictators on both armament and civilian fronts, mani¬
fested by Soviet's loss of relative economic strength since
1940. Maintains we can stand Cold War, but only if new
Administration takes vigorous affirmative action—abroad, with
trade policy to strengthen constructively our friends as well
as ourselves; and at home, through restoration of economic

strength and health via the free market.

A. Wilfred May

Our topic tonight is "Can the
U. S. Economy stand the Cold
War?" First I want to say that
it seems to me that an important

reciprocal of
that question
is: "C a n the

liSSR stand
the Cold

War?", on
which perhaps
my recent vis¬
it to Moscow,
to which the
Chairman al-
1 u d e d, will
throw some

light.
For we

must maintain
our overall

perspective in
/ our thinking

on our relative strengths, and
avoid tendencies toward the "for¬
eign fields look greener" foible,
with the exaggeration of our own
weaknesses.

Soviet's Loss of Relative Strength

The fact is that during the in¬
terval since 1939, while American
production has grown tremen¬
dously, the Soviet, with its war

damage, has seen its comparative
economic position, versus ours,

measurably reduced. Malenkov's
striking boasts about the Soviet
production increases cover the
period from 1945, not from 1940.
Since 1940, according to the Ma-
lenkov figures, production of
grain— for example— rose only
10%, barely keeping abreast of
the rise in population.
In the important area of motor

vehicles, Soviet output remains
at barely 5% of ours.

Excepting in coal, the combined
industrial potentiality of the
USSR-plus-its-Eastern E'uropean
satellites, relative to the United
States is now actually lower than
was that of the USSR standing
alone relative to the US, prewar.
(And in coal too now, early de¬
terioration of the Soviet position
is indicated by her working' of
the thinner seams of the Doriets
basin.)

Even following their own pro¬

jected goals, Soviet production in
1970 will still merely equal U. S.
output as of 1950. As of 1955,
even taking the recent Party
Congress' goals, they will be far
behind our 1951 figures—for ex¬

ample, pig iron—50% of ours,

steel—50%, petroleum—2%, elec¬
tric power—70%.

Dictatorship Also Has Cold War
Difficulties

Of course—the Kremlin's mon¬

olithic dictatorship, in meeting
armament exigencies, enjoys the
great advantage of switching eco¬
nomic activity from consumer to
war uses, by decree. But in a

long-drawn-out Cold War, this is
not nearly so easily done as in a

climactic Hot War, such as when
it is fighting for the survival of
the motherland, on home ground.
We should not forget that a long

drawn-out Cold War also entails

a veritable host of problems for

this under-supplied dictatorship.
At the recent International Eco¬

nomic Conference in Moscow we

got a clear demonstration of the
Soviet's important shortages of
capital goods, such as machine
tools and locomotives, for that
parley quickly revealed itself as
a propaganda device—and a very
clever one—to attempt to wheedle
these and other strategic ma¬
terials out of the West.

Strains On the Consumer -

And on the consumers' home

front, also, Cold War must ag¬
gravate many chronic stresses and
strains—as the difficulty of in¬
creasing the food supply to keep
pace with a rapidly growing pop¬
ulation. Then there is the short¬

age of skilled workers in "tht
middle layer," and the aggrava¬
tion of the manpower situation
generally through its submersion
in food production..
An extended Cold War with its

armament economy will further
aggravate the civilians' dissatis¬

factions, already severely strain¬
ing the economy. These dissatis¬
factions are easily discernible to a
visitor to Russia in such things
as housing, where there is intense
overcrowding ' (it can even be
shown that there is less roomage
per person than in 1913); plumb¬
ing and heating; shortages of
consumers' goods of all kinds;
in the day-long queuing-up for
everything from groceries to
trains; and above all, in the all-
pervading bureaucracy — aggra¬
vated by exhibitions of favoritism
in granting of living privileges to
the favored officialdom.

The Russian citizen's over-all

grimness, as well as specific com¬

plaints, all further aggravated
with further pinches on consumer

goods and the living standard,
will surely be intensified during
a long drawn-out Cold War.

Externally, too, in her satellite
countries the Cold War strain

will exert further disaffection—

as has already begun with Tito-
ism. How much longer will the

Rumanians permit Moscow's theft
of their grain?

We Must Nevertheless Take

Aiiirmative Action

The foregoing must not in the
slignctst utfcree be considered as

implying complacency • on our

part. Wholly on the contrary, we
must take decisive affirmative
action—on both the international
and domestic fronts.

First, we must realize that in¬
dispensable to the United States'
standing up to a Cold War is the
necessity of maintaining a strong
economic structure here as well as

strengthening of the nations
friendly to our cause. Surely
Europe's present economic insta¬
bility constitutes as great a threat
to our own survival as do the

aggressive political and military
aims of the Soviet.
Economic nationalism plays di¬

rectly into Soviet hands. Today
the economic isolationists are the
real villains.

Since the end of World War II
we have expended nearly $40 bil¬
lion in foreign aid to the free
world; but in return for our Santa
Claus-ism, or rather Rich Uncle-
ism, we have received in return
little but resentment. It is, for¬
tunately, being realized—on both
sides of the Atlantic—that large-
scale pump-priming cannot con¬
tinue without encouraging nar¬
cotic habits and actual insolvency
in the aid-receiving countries —

and weakening us for future
emergencies.
We^must get down to a bed¬

rock of common sense!

Briefly summarized, here is the
international trade situation: v

The so-called "dollar gap" (the
measure of inability to pay for
dollar-obligated imports) is grow¬

ing amidst a steady worsening of
the European economy.

Britain, after a £350 million
balance of payments deficit last
year, this year is barely getting
by even without contribution for
defense aid. A root cause of the
crisis is simply that we export
annually $5 billion more goods
than we import; with the result
that the other nations find them¬
selves unable to pay for the goods
which they so crucially need.

The Inescapable Choice in
Foreign Economic Policy

Despite our traditional head-
burying-in-the-sand in tariff pol¬
icy ever since we became a credi¬
tor nation 35 years ago, we cannot
any longer avoid choosing between
the following alternatives:

(1) Buying more abroad;'
(2) Selling less;

or

(3) Continued subsidizing.

We dare not do alternative (2).
that is, sell less, for this would
undermine the free world's sta-

Continued on page 8

★An address by Mr. May before the
Associate Members, of the New School
for Social Research, New York City,
Nov. 9, 1952.
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A Line on Canadian Pipes
By IRA U. COBLEIGII

Author of "Expanding Your Income"

An analysis of the flow of oil West and South from Alberta,
and of the flow of earning power in the direction of share¬

holders in two Canadian pipe-transport enterprises.

created, in 1951, this corporation.
Largest original stockholders were
(and are) Canadian Gulf Oil Co.,
Imperial Oil Ltd., Shell Oil of
Canada, Union Oil of California,
Richfield Oil Co., and Standard of
British ; Columbia, who, among
them, purchased a total of 670,000
shares. Total common stock out¬

standing now is reported at 1,500,-
. 000 shares, preceded by $65 mil-While much romance, and a few Great Lakes country in the United jj0n 0f firstz-mortgage bonds.duebillion dollars of public invest- States. Secondly, these debentures April, 1972. Since issuance, . thement, have characterized the gas were custom tailored with a beau- stock kas swung from a low ofpipeline industry in the United tiful conversion built in. Eacn $io, to a high of $30.75. It's around

The Election Results
And the Business Outlooh■T^r.-

States, little
opportunity
has been af¬
forded the av¬

erage investor
to become a

direct partner
in oil pipe¬
lines. True, by
being a share-
holder in

Standard of

New Jersey,
Texas Co.,
Standard of

Ohio, Sinclair
or Cities Serv¬

ice Co., etc.,

Ira U. Come»gn

$1,000 bond carried the chameleon at the moment,
right to change into 20 shares of _

.

$50 common stock, under certain The actual line, a 24-inch petro-
conditions set forth in the pros- leu.™ pushing snake will run 714
pectus. Estimates at the time of miles from Edmonton west to
flotation ran as high as $15 a ?"!n.a+y'T?' .'nln,. fle Vancouver
share for this stock, assuming, of district. It will follow., for the
course, completion and operation ™°f.^ Pa ' tracks of Canadian
of the project as blueprinted. Thus, National Railway and, en route,
would-be buyers viewed the whole Pa£ses through an improbably
deal through rose colored glasses, iiamed towrpKamloops.Tne whole
and started bidding for the new bne *s ln Canada, and although
bonds (after issuance) at 126. I completion is not scheduled till;
don't think they ever traded be- ucxt August, original capacity of-
low that, and with the line now 75,000 barrels a day has been up-

pouring torrents of oil to the gyadea to around 120,000,>,by
South, these same convertible 4s Plannod installation of three
now sell at a cozy 385. Some pipe Pumping stations (instead of two)..

hd acquires automatically an in- dream! Jbe eI?t11.re deal 1S to cost about
terest in oil lines. Many of these $90 million,
leading oils have of course, owned A Look at the Record

Bright Future Indicatedand operated hundreds of miles of appraise this security today,
.

.assorted size pipes for years; from and common stock which ani-
. When the oil begins to arrive

oil field to refinery, tank or mates it> let>s look at how this in Vancouver, about half of it
transshipment point. Buttheecon- jjne kas kved up to its billing. It W1B be refined locally, and the
omies and earnings from these was originally planned to provide other half exported to Portland,
have often been lost to view in tluid drjve propulsion to 85,000 Seattle and Spokane, areas now
the development of overall prof- barreis of crude a day. Well, long supplied by California refineries,
its from integrated operation. , before completion, that volume Alberta crude, aided by the re¬
in Canada today there are-, how- appeared as too minute a target, duction in U. S. tariff already.

ever, two impressive enterprises so this capacity has now been vouchsafed should find a ready
devoted exclusively to the trans- stepped up. A $21 million expan- and expanding market in the
portation of oil. Both were sion program, including a 100- Northwest, particularly with the.
launched under the sponsorship mile loop from Regina to Gretna, building of new refineries, such
of substantial oil companies, both is now. coming along and should as Standard of California- now
serve a vital transport need, and make possible daily runs out of P^ans l°r Seattle,
both give promise of running at, Edmonton, of above -150,000 bar- About per share earnings, I sug-
or near, capacity levels in the rels, and what the Army boys call gest reference to the originalforeseeable future. In order of a "through-put" of 100,000 barrels prospectus which estimated that,their unfolding, they are Inter- a day to Superior. Assuming com- with a flow of 100,000 barrels a
provincial Pipe Line Co., and pletion, and fully efficient use of day, and three pumping stations,.Trans Mountain Oil Pipe Line Co. these expanded!-facilities, some net per share profits might equal'r . new earnings estimates have been $1.22. Growth beyond that should,Interprovmcial Pipe Line bandied about. I've heard figures of course, increase the earnings,In early 1950, I believe, there like $17.50 per share for 1953, and and some analysts have felt thatwas offered quite privately for as high as $22 for 1954, mentioned, the original estimates were a lit-subscription at par in Canada, an This is 100% unofficial, however; tie on the conservative side.issue of Interprovineial Pipe Line it's a projection which may be por textbook economists ven-Co. 4% convertible sinking fund error-laden.

tures such as these pipelines ap-

companT was® dedicated to the 10-for-l Split Voted Pear. a!,most classically designed,^ompany was aeaicaicci to me First, there is the vast and m-building of an oil pipeline from Carrying this stock talk a little creasing oil production in the Al-Calgary south to the Great Lakes further, a 10-for-l split of -the berta region—supplv that is- thenat Superior, Wis. a distance of common, already voted, is, I be- the fast growing Northwest,'withsome 1127 miles. Imperial Oil Co. lieve, awaiting only governmental a present daily use of over 300,000Ltd., Canada s number one pe- approval; and the existing shares barrels of crude (in refined form)broleum property, was heavily in- are today (11-17-52) quoted at hllilHs thp ripman, ciHo •terested in the project from the around 193. Presumably, when the ^ ® demand slde of the Plc"outset; and such an aura of growth new stock becomes available at ture. And bringing together these
arfd future profitability hung over below 20, the lowered market al- expanding demand and supplythis new company that people titude will attract more buyers factors are the newest, most effi-tnpped over each other trying to and some Canadian listing would ' ipnt tvnp_ nf , . ,anebuy its debentures.

appear logical. cient types of low cost tluid trans~
Two factors accounted for this. For the longer future—Inter- P°r|a^on tbe PiPe lines. First

First, all the oil oozing from the provincial Pipe Line should probrf£ap*tal fl°ws> then oil, in a stream
ground since that historic strike ably push on from Superior to of economic development whereat Leduc, Alberta, in 1947, was Sarnia, where there is big refin- the position of the investor ao-languishing for want of effective ing capacity. That will require . . .'jan . ,low cost transportation to the lush more dough, of course, but the peais to be 8lven intelligent, and
markets of Eastern Canada and record of this company is so re- Perhaps even beneficent, consid-
the industrial heartland of the splendent, that raising capital eration. This line on Canadian

should be easy. Another thing, pipes, you may find moderatelywhile our own Federal Power
„

Commission has been giving cer- lnformatlve. even persuasive
tain of the gas transmission lines *° Y°ur rnore complete examina-
an argument about 6% overall tion of these highly functional,
rates, Interprovineial appears to and apparently profitable crudehave arranged its financing and

POnvPvnr(;
operation on a theory allowing
about 7% return on capital base;
and no regulatory objection has,
to my knowledge, been raised. A
3% depreciation rate is currently
employed.

By ELLIOTT' V. BELL*
Editor and Publisher of "Business Week"

, .

Mr. Bell cites bullish business indicators as well as portentsof t^oublejihead, concluding that despite "steam in the boiler,"
new Administration will have to deal with recession—probablybefore end of next year. Stresses chronic unemployment prob¬lem in absence of war stimuli. Appraises Eisenhower's phi¬
losophy as embracing strong trend of conservatism in fiscal and
monetary matters, but predicts he will quickly shift his course

in event of economic bad weather.

Elliott V. Bell

COMPANY
FUNCTIONS
OF EVERY KIND
Private rooms for 10 to 3000.
Wonderful values! 5min.from
downtown N.Y. Clark St. sta.
7th Ave. 1RT sub. in hotel.

MAin 4-5000.

The Case for Trans Mountain

J
hotel st.George

Clark St., Brooklyn
N. H. Free, Mgr. C. R. Maison, Bqt. Mgr.
bing & bing, Inc., Management

Anderson, Cook Go.
Formed in Florida

PALM BEACH, Fla.—Anderson,
Cook Company, Inc. has been

The entrancing fulfillment of formed with offices in the First
original promise, respecting Inter- National Bank Building to act as

oTpiop'le'toleek^u?^ L" m™' —
and the future possibilities, of a ceedin& Emerson Cook Company,
second West Canada oil convey- Inc- Officers of the new firm are
ance corporation, Trans Mountain Walter T. Anderson, President;Oil Pipe Line Co., which will jra q Ayers, Vice-President; Ken-serve in its own crude (petroleum, ^ , Tr. ^ 1that is) way the roaring demands nedl Cook, Vice-President and
of the Pacific Northwest. Treasurer; and Amos - Jackson,
A special Parliamentary Act Secretary.

Broadly speaking, I have ob¬
served there are two basic meth¬
ods of economic forecasting. One
method is to gather carefullv all

the available
statistical data
on current

business con-

ditio n s and

trends, an¬

alyze them
and draw the
the indicated

conclusions, if
any. The other
method is to

get a feeling
in your bones
that you are

either bullish

or bearish and

t h e n g o out
and get some statistical data to

support your position.
For this effort I am using both

methods. Like a good many peo¬

ple, I have had a feeling in my
bones for a long time that this
boom cannot go on this way.
Therefore I am bearish. But when
I look at the data I find that it is

going on and gives every evidence
of continuing to go on for quite a
bit longer. Therefore, I am bullish.
The fact is, there is still a tre¬
mendous head of steam in the eco¬

nomic boiler. Measured by all the
ordinary indices, we are at,/or
close to, the highest peacetime
levels we have ever attained, and
the immediate trend is still up.
Putting aside for the moment all

political considerations, here is
the picture:
Industrial production is the

highest since tiie war and rising.
Farm crops are large and farm

income will be good.
Employment is at a record high;

unemployment lower than since
the war days.
Total personal income has just

climbed to a new record above
$267 billion.
Consumer spending is on the

increase and retail sales are rising.
Figures on construction work are

about the largest on record.

Government spending for de-
i'ense, after a temporary dip, is
slowly rising and scheduled to
continue to increase for another
six or eight months.
Business outlays for new plants

and equipment are also at record

levels; and a preliminary survey
just completed by the Economics
Department of McGraw-Hill indi¬
cates that present plans by Amer¬
ican business call for capital in¬
vestment in 1953 almost as high
as in the past few record-breaking
years. This survey shows an 8%
drop in the capital expansion
plans of manufacturing industries
which may be largely offset by
increased spending planned by the
utilities and other businesses.

One could continue almost in¬

definitely calling the roll of busi¬
ness indicators. The overwhelming
preponderance of them is high and
pointing higher.

Boom's New Lease on Life

Whatever may be our fears for
the more distant future, there is
nothing in the situation that indi¬
cates an immediate economic re-

*Speech of Mr. Bell before The Eco¬
nomic Club of New York, New York City,
Nov. 18, 1952.

cession. On the contrary, there is
much that suggests the current
boom may be getting a new lease
on life.
We have, become accustomed in

recent years to discount the old-
fashioned factor of business senti-V;J
ment. Business sentiment hasVV"
been cautious, even pessimistic, all% -

through these boom years. It has -

been, on the whole, a< very sober^>
boom with singularly little spec¬
ulation. But it may easily be time
for a change here too.
The up-surge in business senti¬

ment inspired by General Eisen¬
hower's tremendous victory could
give a speculative fillip to the
boom that has hitherto been lack¬
ing. In that event we would have
to be on our guard. A rip-roaring
stock market -might be the final
sign that the boom is nearing its
end.

It is already the longest and
biggest boom in history. There has
been no important business reces¬
sion since the 1937-38 slump. In
the intervening 14 years the level
of production has increased two
and a half times. The gross na¬
tional product measured in dollars
has quadrupled. Total debt, public
and private, has trebled. The
money supply has also trebled and
the general level of prices has
more than doubled.
In the past four years American

'industry has invested $94 billion
in new plant and equipment.
Nearly half the manufacturing fa¬
cilities of this country are less
than six years old.
In the past seven years, more

than seven million new houses
have been started and 30 rpillion
new cars have been built and sold.
These are some of the dimen¬

sions of the Great American Boom
which began when we started to
arm ourselves for World War II
and has been kept going by Korea
and the defense program.

How Much Longer

The great question, of course, is
how much longer can it go on?
No one can answer that question.
But this is certain: whether the
present boom lasts another six
months, a year, or two years more,
the new Republican Administra¬
tion will probably have to deal
with a major business setback be¬
fore its lease on the White House
expires.
For some time there have been

increasing signs that we have
reached an advanced stage in the
business cycle^ Consider these
signs and portents:

(1) Production, income and em¬

ployment are all at historic peaks
after a prolonged spectacular rise.
(2) Money rates have been

tightening for some time.
(3) Profit margins have been

narrowing for over a year.
(4) Inventories are high and not

likely to be increased.
(5) Houses are being built faster

than young people are getting
married. -

(6) The peak of armament
spending is probably not far
ahead.

(7) The great capital expansion
program of American business has
reached the zenith.

(8) New autos, like rew homes,
no longer sell themselves.
(9) Increasing economic diffi-

Continued on page 32
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Outlook for Tax-Exempt Bonds
By HAROLD C. TAYLOR*

Assistant Cashier, Municipal Bond Department,
Chase National Bank oi the City of New York

Mr. Taylor, in reviewing the present situation with reference
to the volume and character of tax-exempt bond issues, finds,
on the whole, there will be a larger amount of new offerings
in 1953, against a picture of probably some diminishing de¬
mand by both individual and institutional buyers. Says this
means that it may be necessary to broaden the market, particu¬
larly in view of likelihood of Federal tax reductions, and, there¬
fore, higher yields to investors on tax exempts may be in offing.

Harold C. Taylor

At the beginning I want to as¬
sure you that I am not an au¬

thority on money rates nor am I
a government bond expert, so I
am not going
to attempt to
flavor my talk
at all with any

prediction as
to what the
future policy
of the Federal

Reserve may

be nor the

general trend
of money rates
for the next

year or two.
v

What I hope
to do with you
this afternoon,
briefly, is to
examine the potential supply of
tax-exempt bonds in 1953 and the
immediate future, and any possi¬
ble changes in the outlet for them;
in other words, any difference in
the attitude of the purchasers to
whom we have been looking in
the past few years.
As you know, the volume of

long-term municipals has been in¬
creasing rather steadily in recent
years. Prior to 1942 there was a
period when it ran between $1
billion and $1.5 billion. Then it
dropped off during the war.'
. Since then, for a period of three
years, from 1947 to 1949, it was
something over $2 billion after
which, for a couple of years it
was over $3 billion; this year, dur¬

ing the first nine months, it is
running at the rate of about $4.7
billion.

For 1953, the figure generally
mentioned is an output of tax-
exempt bonds totalling over $5
billion, with some estimates even

higher.
Let us examine the prospect.
One of the criteria that some

people use in judging what the
outlook may be is the number of
bonds which are voted at the No¬
vember election. The amount pro¬

posed this year, according to the
"Bond Buyer," was $1,383,000,000,
which is higher than last year and
nearly as much as the recent
record of $1,607,000,000 in 1949.
This, however, is not really a

very good basis on which to go
because included in last year's
large total was the very large item
of $500 million for the New York
Thruway, none of which has yet
been issued, and there are certain
items in this year's list of bonds
which may not come for two or
three years. For this reason, the
number of issues which are being
voted on is not too good a guide
as to just what may come im¬
mediately.

Three Major Types of Financing

In the past few years there have
been three major types of financ¬
ing that have contributed largely
to the increase in volume. There
have been over $1.5 billion of
bonus bonds; over $1 billion of
housing authority bonds and al¬
most $1 billion turnpike bonds. In
other words, we might call those

. the big three in so far as purpose
is concerned.

First let us take a look at these

^Stenographic report of a lecture by
Mr. Taylor in a course on "The Eco¬
nomics of the Securities Industry,"
sponsored by the Investment Association
of New York and New York University,
New York City, Nov. 5, 1952.

particular items and see how the
prospective volume in 1953 will
compare with what we had in
1952.

Starting with the Turnpikes; in
1952 there were $487 million of
Turnpike Authority bonds issued,
including the Ohio Turnpike issue
of $326 million.
In so far as the future outlook

is concerned, there is presently
planned a rather substantial vol¬
ume of additional Turnpike issues,
the largest being the $,500 million
New York Thruway financing.
This, however, may not come for
two or three years. The reason is
that at the present time the Thru-
way is being financed T by notes
which, it is contemplated, will be
issued from 1952 through 1954,
with maturities running up to
1956, subject to call. I do not think
it»: has peen definitely decided
when they will go into long-term
financing but the State has the
option of doing one funding op¬
eration a few years from now or

of calling notes from time to time
and selling bonds in two or three:
blocks, possibly beginning in 1953.
There were $285 million New

Jersey Garden State Parkway
bonds approved yesterday (Nov.
4); that is, the State's credit was

placed behind them by the voters.
The effect of this will undoubted¬

ly be to speed up their issuance
because, backed by the State's
credit, the bond probably can be
brought out more rapidly than if
it were a revenue obligation mak¬
ing it desirable to have the project
practically completed before long-
term financing is commenced. I
would say of these $285 million
Garden State Parkways, just as a

guess, that it will probably be two
years before the entire amount is
outstanding.
There are some $175 million of

additional New Jersey Turnpike
bonds which will probably be
coming out in the next two years,
and a small issue of $15 million
which is in the future.

Some $100 million Indiana
Turnpike bonds are rather indef¬
inite; they may or may not come
in 1953, and the amount is not
decided.

North Carolina is having a

study made as to the feasibility
of a Turnpike there which can run

between $75 million and $100 mil¬
lion. I think that if the study is
favorable we may see that next
year.
Then there is another issue

talked of, a $185 million Wiscon¬
sin Toll Road Authority bonds.
Additional financing by the

Ohio Turnpike and Pennsylvania
Turnpike has also been in the
talking stage.
The Kansas Turnpike Author¬

ity, which has been created, is
awaiting a decision from the State
Supreme Court as to its validity
before announcing any plans.
This all adds up to something

in the neighborhood of $1.5 bil¬
lion Turnpike financing which can

come over the next three or four

years.

In other words, that is at the
rate of at least $400 million a

year, so that I think it is safe to
say that the outlook at the mo¬

ment is that Turnpike financing
in 1953 may be approximately the
same as it was this year.

Additional projects may, of
course, be announced in the

meantime, ,but one thing that has
to be borne in mind is that there
is a limit to the amount of Turn¬

pike financing which can be done.
Not from the standpoint of sale
of bonds, but from the standpoint
of feasibility of projects because,
in order to pay out, a Turnpike
has to serve densely populated
areas and there are only so many

of these in which a Turnpike will.,
actually be a paying propositi®^
So much for Turnpikes. >

Housing Authority Bonds

Now as to Housing. In 1952
major items included $305 million
P. H. A. bonds, $49 million Massa¬
chusetts State guaranteed bonds;
and New York State brought out
$62 million general obligations for
housing purposes. This is a total
of $416 million.

While there will probably be no
more bonds issued this year, the
prospect in 1953 is for an increase
in the volume of obligations is¬
sued under the Federal Housing
Program. Provided the market is
satisfactory, the Public Housing
Administration would like to sell

next year something in the neigh¬
borhood of $750 million of long-
term bonds issued by various
Local Housing Authorities, se¬
cured by requisition agreements
with the P. H. A. The timing and
amount of each sale will depend
on market conditions at the time,
and it is possible that they may
end up with something less than
that figure. In any event, there
is a large amount of these bonds

overhanging the market the next
year or two. .

Massachusetts has $86 million
more to go under the present au¬
thorization, which will probably
come out in two years—this could
mean about $40 mililon annually.
There is a new authorization of

$25 million but it is going to be
rather slow; it may not come in
1953.

While it is impossible to set a

definite figure on the volume of
housing financing next year there¬
fore, it probably will be well over
the amount that we had during
the.present year. One difference
between the provision with re¬

spect to notes issued under the
P. H. A. program and those issued
by Massachusetts Housing' Author¬
ities, which may have some effect
on the respective financing plans
and these two programs, is that
Temporary Loan Notes issued un¬
der the P. H. A. program may only
be issued up to 90% of the cost of
construction of a project at which
point the Authority must resort to

public financing secured by an¬

nual contributions from the

P. H. A. rather than by a commit¬
ment on the part of the latter to

make a loan, which is the secu¬

rity for the notes. In the case of
the Massachusetts Housing pro¬

gram, the notes may be issued for
the full cost and can be rolled

over indefinitely if market con¬

ditions are not propitious.

Bonus Bonds

The third purpose which has
contributed largely to the output
of tax-exempt bonds in the last
few years is bonus financing. In
1952 there were $147 million
bonus bonds sold. This year I un¬
derstand the Oklahoma proposi¬
tion for $125 million was defeated
—it was voted on yesterday.
Eliminating that, the amount of

bonus financing could be ap¬

proximately the same as last
year, if we include California's
$150 million for veterans' loans
just voted.. These, however, are
not essentially bonus bonds and
they may require several years for
issuance.

There will shortly be a refund¬
ing issue of some $46 million
Bonus Bonds by the State of
Louisiana, but that is not new

money so cannot fairly be consid¬
ered as affecting the supply.
Just as a rough estimate I

would say that Turnpike, Housing
and Bonus financing during 1953
might be somewhere between
$400-$500 million more than it
was in 1952.

In addition to the above three,
there are other purposes, some oldt
some new, which are going to be
coming into the market in rather
substantial volume.

School Bonds

School building is one. The
construction of schools through¬
out the country is still lagging

Continued on page 25
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APRIL THIRTIETH ^

THE PORT OF NEW YORK AUTHORITY

Proposals for all or none of $35,000,000 of The Port of New York

Authority CONSOLIDATED BONDS, FIRST SERIES, DUE 1982,
•, i V: - '• .

will be received by the Authority at 11:00 A.M. on Wednesday,

December 10, 1952, at its office, 111 Eighth Avenue, New York.

Each offer must be accompanied by a certified check or cashier's

check in the amount of $700,000. The Authority will announce the

acceptance or rejection of bids at or before 6:00 P. M. on that day.

Copies of the prescribed bidding form, of the Official Statement

of the Authority and of the resolutions pursuant to which these bonds

are to be issued, may be obtained at the Office of the Treasurer of the

Authority, 111 Eighth Avenue, New York 11, N. Y.

THE PORT OF NEW YORK AUTHORITY
> -,0(j

;ib!'rif
. HOWARD S. CULLMAN,

CHAIRMAN

November 18, 1952
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Dealer-Broker Investment

Recommendations & Literature
It is understood that the firms mentioned will be pleased

to send interested parties the following literature:

Five Stocks in Four Categories—Yielding 8% or more; under
1946 highs; paying dividends since 1920; and selling at less
than 10—Hiil Richards & Co., 621 South Spring Street, Los
Angeles 14, Calif.

IBM Services for Investment Brokers and Security Dealers—
Describing IBM accounting methods as applied to require¬
ments of the brokerage business—International Business Ma¬
chines Corp., 590 Madison Avenue, New York 22, N. Y.

Metals for the Atomic Age—Bulletin—Troster, Singer & Co.,
74 Trinity Place. New York 6, N. Y.

Over-the-Counter Index—Folder showing an up-to-date com¬
parison between the listed industrial stocks, used in the Dow-
Jones Averages and the 35 over-the-counter industrial stocks
used in the National Quotation Bureau Averages, both as to
yield and market performance over a 13-year period—
National Quotation Bureau, Inc., 46 Front Street, New
York 4, New York.

Personal Property Tax Free Long Dividend Paying Stocks—
List of 152 common stocks tax free in Pennsylvania—Moore,
Leonard & Lynch, Union Trust Building, Pittsburgh 19, Pa.

Peti oleum Outlook—Analysis in current issue of "Perspective"
—Calvin Bullock, 1 Wall Street, New York 5, N. Y.

Republican Party, Sound Money and Gold—Study—Moss, Law-
son & Co., 219 Bay Street. Toronto 1, Ont., Canada. Also
available is an analysis of Broulan Reef Mines Ltd.

Textile Industry—Analysis—Smith, Barney & Co., 14 Wall
Street, New York 5, N. Y. Also available are memodanda
on Phillips Petroleum Co. and Southern Railway Co.

The Cost of Handling Rights—Bulletin—Earl M. Scanlan & Co.,
Colorado National Bank Building, Denver 2. Colo.

Tokyo Stock Quotations — Bulletin — Nomura Securities Co.,
Ltd., 1-1 Kabuto-cho, N'ihonbashi, Chuo-ku, Tokyo, Japan.

♦ • •

Affiliated Gas Equipment, Inc.—Bulletin—Gartley & Asso¬
ciates, Inc., 68 William Street, New York 5, N. Y. Also avail¬
able is a bulletin on Pfeiffer Brewing Company.

Arden Farms Co.—Memorandum—Fewel & Co., 453 South
Spring Street, Los Angeles 13, Calif.

Atlas Plywood Corporation—Bulletin—de Witt Conklin Or¬
ganization, 100 Broadway, New York 5, N. Y.

Augusta Chemical Co.—Bulletin—Graham, Ross & Co., Inc.,*82 Beaver Street, New York 5, N. Y. \
Blockson Chemical Co.—Analysis—Bruns, Nordeman & Co., 60Beaver Street, New York 4, N. Y.
Chemical Research Corp. — Memorandum — Aetna Securities
Corp., Ill Broadway, New York 6, N. Y.

Chicago Rock Island & Pacific—Bulletin—Goodbody & Co.,115 Broadway, New York 5, N*. Y.
Collins Radio Company—Analysis—Amott, Baker & Co., In¬
corporated, 150 Broadway, New York 38, N. Y.

L. A. Darling Company—Data—Moreland & Co., Penobscot
Building, Detroit 26, Mich.

Deep Rock Oil Corp.—Memorandum—Hirsch & Co., 25 Broad
Street, New York 4, N. Y. Also available is a memorandum
on General Instrument Corp. and Robert Gair Co.

El Paso Electric Power Company—Analysis—Ira Haupt & Co.,'

111 Broadway, New York 6, N. Y.
Federated Department Stores, Inc.—Analysis—A. G. Becker &
Co., 120 South La Salle Street, Chicago 3, 111.

Federation Bank & Trust Company of New York—Analysis—I. George Weston & Sons. 210 Broadway, Long Branch, N. J.
Franklin Life Insurance Company—Review—Wm. H Tegt-
meyer & Co., 120 South La Salle Street, Chicago 3, 111.

Fraser Co. Ltd.—Memorandum—G. E. Leslie & Co., 360 StJames Street, West, Montreal, Que., Canada.
Gillette Co.—Memorandum—Sincere & Co., 231 South La Salle
Street, Chicago 4, 111.

Lehigh Portland Cement Co.—Analysis—Dreyfus & Co, 501

Broadway, New York 4, N. Y.

Minnesota Mining & Manufacturing Co.—Analysis in current
issue of "Gleanings"—Francis I. du Pont & Co., 1 Wall Street,New York 5, N. Y. In the same issue is a list of 40 companieswith small stock capitalization and a suggested Retirement
Portfolio.

For Income—We Offer

300 Shares Erie Forge & Steel
2nd Preferred ($50.00 Par) to Yield 7% at 36

Dividends ($2.50) covered over 42 times

in 1952 fiscal year

North American Co.—Review—Ira Haupt & Co., Ill Broadway,
New York 6, N. Y.

Resort Airlines—Analysis—Eisele & King, Libaire, Stout &
Co., 50 Broadway, New York 4, N. Y.

Riverside Cement Co. —Analysis and review of the Cement
Industry—Lerner & Co., 10 Post Office Square, Boston 9,
Mass.

Southern Railway Co.—Analysis—Vilas & Hickey, 49 Wall
Street, New York 5, N. Y.

Steep Rock Iron Mines—Memorandum—Chas. King & Co., 61
Broadway, New York 6, N. Y.

The Tidelands — Discussion with special reference to Kerr-
McGee Oil Industries, Inc., Phillips Petroleum Co., Pan-
coastal Oil Corp., and Standard Oil of California.—Stanley
Heller & Co., 30 Pine Street, New York 5, N. Y.

Universal Major Elec. Appliances Inc.—Bulletin—O. B. Motter
& Associates, 500 Fifth Avenue, New York 36, N. Y.

Whiting Corporation — Analysis— May & Gannon, Inc., 161
Devonshire Street, Boston 10, Mass.

Wisconsin Public Service Corporation—Review—Sutro Bros.
& Co., 120 Broadway, New York 5, N. Y.

Wisconsin Public Service Corporation—Analysis in current
issue of "Business and Financial Digest"—Loewi & Co., 225
East Mason Street, Milwaukee 2, Wis.

NSTA Notes

INVESTMENT TRADERS ASSOCIATION OF PHILADELPHIA

On Friday Evening, Nov. 21, the Investment Traders Associa¬
tion of Philadelphia will have its annual "Sports Night." The
function will be held in the Lincoln Room of the Union League.

PITTSBURGH SECURITIES TRADERS ASSOCIATION

The Annual Business Meeting and Dinner of the Pittsburgh
Securities Traders Association will be held Friday, Dec. 12, 1952,
at the French Room of the William Penn Hotel. The business meet-

U 11,

Troster, Singer & Co.
Members: N. Y. Security Dealers Association

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

Frank M. Ponicall, Jr. Earl E. Sweitzer Paul A. Day Kenneth Moir

ing will be from 5:30 to 6:00 p.m. Cocktails will be served free from
6:00 to 7:00 p.m. Dinner will be served at 7:00 p.m. The cost of the
dinner will be $6.50 per member and $8.00 for guests. You may
bring as many guests as you wish.

Frank T. Sturek, Chairman of the Nominating Committee
announces the committee's selection of candidates to hold office
for the calendar year 1953. which is as follows:

President: Frank M. Ponicall, Jr., Singer, Deane & Scribner.
Vice-President: Earl E. Sweitzer, E. E. Sweitzer Co., Inc.
Treasurer: Paul A. Day, Glover & MacGregor, Inc.

,'>> Secretary: Kenneth Moir, Chaplin & Company.
Director (one-year term expiring Dec. 31,1953): A. E. Tomasic,
Thomas & Company.

Fred W. Young, Jr., Walston, Hoffman & Goodwin, is Chair¬
man of the Committee handling this meeting and he should be
contacted for reservations or any further information.

SECURITY TRADERS ASSOCIATION OF NEW YORK

Security Traders Association of New York (STANY) Bowling
League standing as of Nov. 13,1952 are as follows:

Team— '

, Points
Donadio (Capt.), Demaye, Whiting, O'Connor, Rappa, Seijas 37
Hunter (Capt.), Klein, Weissman, Sullivan, Murphy, Sea-
right l 35

Murphy (Capt.), Manson, D. Montanye, O'Mara, Pollack
Gavin

34

Mewing (Capt.), Bradley, Weseman, Hunt, Gronick, Huff 31
Meyer (Capt.), Kaiser, Swenson, Frankel, Wechsler, Barker 30
Serlen (Capt.), Gersten, Krumholz, Rogers, Gold, Young__ 291/£
Goodman (Capt.), Smith, Valentine, Meyer, Farrell, Brown 29
Leone (Capt.), Greenberg, Tisch, Werkmeister, Leinard,
Corby ' 25

Burian (Capt.), G. Montanye, Voccoli, Siegel, Reid 22
Bean (Capt.), Frankel, Strauss, Nieman, Bass, Krassowich__ 21

Growney (Capt.), Craig, Fredericks, Bies, McGovern 19 Yj
Krisam (Capt.), Ghegan, Jacobs, Gannon, Cohen 17

200 Point Club 5 Point Club
W. Bradley 223 Duke Hunter
R. Klein 206

Continued from page 5

Can (he U.S. Economy
Stand the Cold War?
bility as well as its military re¬
vival — our major defense vs.

communism.

Do not forget that the Kremlin
is operating on the expectation
that her eventual triumph will
come from attrition by the eco¬
nomic crisis and collapse of the
capitalistic world.
The third alternative, namely

continued subsidization, is inef¬
fective and impracticable from
here on.

Hence, there is no other alter¬
native solution but to reduce our

trade barriers. Remember that

the $5 billion of our export sur¬

plus, which we must match in
increased imports, constitutes only
V/z% of our total national income.
We must renovate our customs

procedures—as our absurd escape
clauses. First we tell the Eu¬

ropeans that they must produce
in line with the demands of our

markets, and then if they are
success, u I in so conforming their
manufacturing, we invoke the
tariff escape clause privileges to
keep them out.
We must insist that our foreign

friends live within their means

and cut out collectivist and infla¬

tionary policies; and that they
make safe our private foreign
capital investments.

* * *

Reinforce Our Domestic Front

On the domestic front, no less
do Cold War pressures necessitate
our taking of vigorous whole-
souled action.

, We truly face many basic prob¬
lems here!

We might overstrain our econ¬

omy through too much defense
mobilization over too long a time
without adequate reduction in ci¬
vilian demand.

We might thereby find our¬

selves so heavily over-invested in
capital goods industries that a

subsequent decline in military re¬

quirements might bring with it
serious economic dislocation.

Again, should an all-out hot
World War be avoided, this time
there would be no pent-up de¬
mand as there was after 1945 to

facilitate World War II's post-
rearmament transition.

Remember please this fact—that
through the dynamics of the free
economy, the United States—al¬
though with only 7% of the
world's population, and outranked
in territory and natural resources
by many other countries; never¬
theless produces 50% of the
world's total output of manufac¬
tured goods.
Let our new Administration

strengthen, and stop the under¬
mining of, our invaluable free
market.

Let it abstain from demagogic
„ interventionism of all kinds, from
bureaucratic meddling (war
threat is a reason against, not an
excuse for, this); let it manage its
expenditures prudently; stop cur¬
rent over-expansion and inflation
at the root sources; reduce the in¬
centive-killing tax burden on all
the people; and eliminate corrup¬
tion and waste in government.

* * • *

So my answer to the question
our forum is discussing, namely,
"Can the U. S. Economy Stand
the Cold War?" is:

With such strengthening on

the domestic as well as interna¬

tional -fronts—as we have out¬

lined—hut only then—the U. S.

economy can indeed stand the'
Cold War!—and besides, we can

even retain the social, political
and economic freedoms which
have been lost throughout the
lands of the enemy!
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Outlook for Chemical Industry
By JOHN F. BOHMFALK, Jr.*

Clark, Dodge & Co., Members New York Stock Exchange.

Mr. Bohmfalk describes recent developments in new chemical
products which form basis for its designation as a growth
industry. Predicts earnings of chemical concerns in 1953 as

10% above current year. Recommends "as best bets for
growth" the strong, well-entrenched companies, and calls atten¬
tion to other industries which may be favorably affected by

recent domical advances.

John F. Bohmfalk

A well accepted fact in invest¬
ment circles is the recognition of
the growth factor in chemical
industry. Growth rates in pro¬
duction for

the chemical

industry ap¬

proximate 9%

, a year, com-
pared with
-3% for all in-

dustry and
i% for popu¬
lation growth.
Manufacturers

sales, speak¬
ing again of
chemicals,
amounted to

$7.2 billion in
1950, and if
growth con¬
tinues according to schedule, we
should expect manufacturers' sales
of $25 billion by 1975, and $65
billion by the year 2000, all fig¬
ures in terms of Truman dollars.
These estimates have been de¬
rived from Stamford Research
Institute forecasts, using the
Gompertz equation and projecting
on the basis of a declining per¬

centage growth rate.
Certainly it is difficult to visu¬

alize where all this growth will
come from, but a review of the
1952 research accomplishments
should give us some clews. Per¬
haps the most significant accom¬
plishment was the Union Carbide
coal hydrogenation process which
offers a wholly new approach to
the extraction of chemicals from
coal. There is good basis for the
belief that expansion in aromatic
chemicals, which by and large
have to be obtained from coal,
will follow or exceed the course

of petrochemical development.
Production of petrochemicals
seems to double every five years.

Closely allied to the Union
Carbide process is the Hercules
Powder process for air oxidation
of aromatic chemicals to corres¬

ponding hydroperoxides, followed
by a cleavage with acid to yield
a phenolic material and acetone.
This description of Hercules pro¬

cess, originally announced as a
process to obtain phenol or
p-cresol plus acetone, has deliber¬
ately been broadened, for the
process is applicable to any aro¬
matic starting material. The proc¬
ess has still other ramifications
which are doubtless being inves¬
tigated, and better yet, the eco¬
nomics for phenol and p-cresol
look very good .Here again, a
new approach opens up a new
field for exploration, one which
will definitely make its mark
and contribute to the $25 billion
in sales by 1975.
The third accomplishment of

significance was the announce¬
ment by Chemico (American Cy-
anamid) of a chemical method for
the extraction of metals from
ores. This process, as well as ex¬

panded use of chemical flotation
agents, offers the possibility of
winning metals from ores at
lower cost and with lower capital
investment. From this develop¬
ment, it is one short step to the
consideration of chemicals which
assist in extraction 'Of marginal
deposits of basic , minerals, for
example, use of detergents in
obtaining more complete recovery
of crude oil from deposits.
Fourthly, the commerical de¬

* A talk by Mr. Bohmfalk before the
Chemical Forum of the Association of
Custn?-«rs' Brokers, New York City, Not.
13, 1952.

velopment of processes for the
cracking of natural gas fractions
to acetylene and its recovery from
dilute exit gases ranks as the most
important petrochemical advance
in some time. The signifiance of
this process is that acetylene is
a very reactive and versatile raw

material, used in synthesis of
synthetic fibers, plastics, rubbers,
and many organic chemicals; the
availability of acetylene supple-',
merits and complements the use
of ethylene, the workhorse of the
petrochemical industry, in a va¬

riety of processes. As an offshoot,
the commercial development of
intermediate chemicals from high
pressure reactions of acetylene
will constitute in a few years one
of the top accomplishments of
the industry.

Medical Chemistry

In the field of medicinal chem¬

istry, we have had two important
developments in cortical hor¬
mones: first, the Upjohn micro¬
biological oxidation of steriods
which not only offered a com¬

petitive approach to the synthe¬
sis of cortisone but also opens the
field of oxygenated steroids >o

provide a variety of products for
biological evaluation.
Secondly, Merck's total synthe¬

sis was announced shortly after
the Upjohn announcement, and
may be the long-range solution
to the full ^development of the
adrenal hormone market. But the
cortisone problem has posed one
of the most^fantastic problems in
logistics the chemist has ever beeri
called upon to solve. In the field
of heart drugs, several new drugs
were announced a n d clinical
evaluation of anotner has pro¬
gressed very satisfactorily. Even
though antibiotic markets have a
saturated look, there are great
possibilities for new drug prod¬
ucts. The chick embryo technique
for propagating the Lansing strain
of polio virus, another accom¬

plishment of vast significance, is
just one of the possibilities.
Another area of great potential

is animal nutrition, specifically
the use of antibiotics and vitamins
which accelerate the growth rates
of farm animals; and also animal
disease, which has an important
economic potential because of the
rotation of animal population. As
a matter of fact, the history of
modern drug development since
the sulfonamides suggests that
there has been a research break¬

through of great proportion.
While there were doubtless

other research discoveries of con¬
siderable significance, the ones
cited may serve to point the way
for future progress. Any study of
the industry inevitably leads back
to an analysis of research as the
key to the future progress of spe¬
cific companies. Research can be
analyzed statistically in a number
of ways, for example as a percen¬

tage of sales; by counting patents;
in terms of the calculated increase
in sales per dollar of research;
and by comparison of the calcu¬
lated increase in sales versus the
actual sales growth rates. Perhaps
another approach would be to ex¬

amine the different types of re¬
search conducted by many compa¬
nies. In following this course, one
would be impressed with the waste
of a great amount of organic chemi¬
cal research which is not geared
to screening programs for biologi¬
cal responses to these new chemi¬
cals. Clearly^ it is an advantage,
as in the case of American Cyana-

mid, to have available a screening tial number of certificates of ne-
operatibn for new cheniicals. de- -cessity,..and which have suffered
veloped riot only as medicinal most severely in the recent reces-
chemicals, but also as textile sion, are not likely to benefit
chemicals, dyes, new.; polymers, much if at all from such a change
photographic and rubber Chemi- in the tax laws. On the other
cals, etc. But for lack of time, hand, those companies which die
there does not seem to be much little to compensate for EPT and
point in developing the research which have maintained sales po-
theme beyond this point. " sitions reasonably well are likely

to gain the most from EPT re-

Earnings Outlook moval. Those companies are Her-

Now we should examine the cules Powder, DuPont, Rohm &
immediate earnings outlook for Haas, and Hooker Electrochemi-
chemical industry. There is one cal* I should repeat that these
over-riding consideration which earnings estimates are based on
must be taken into account, and some rosy assumptions; as chem-
that is income taxes. If excess ical inventories have been in bal-
profits taxes are allowed to expire ance with sales for about a year
June 30, 1953, the chemical in- now, there does not seem to be
dustry will stand to, benefit, but any indication of an inventory,
some companies will benefit more spurt next year. Thus, the opti-
than others. A second factor is mistic estimates are based wholly*
accelerated depreciation which ?n a continuing high level of bus-
should begin to bear heayhy on iness activity,
earnings in 1953. Under the most

r i •

optimistic set of circumstances for . >v" .: conclusion<
1953, a good level of business ac- in concluding, I should like to
tivity, near capacity ; operation, make two points in brief. First,
favorable markets for chemical while it is always nice to be able
products, we might ^expect sales t id Hevden from 10 to 20 too
gains of about 10%-15% for the • rieyaenirom iu to 20,. too
major chemical companies and many ric*e it the other way
very slight gains in pretax, mar- around. The strong,:jwell - en-
gins. Assuming continuation of trenched companies are always
present tax *aws for the entire the best bets for growth, but there
year, earnings should then stand , . 7 ' ,

to gain about 10% over estimated are a^ways investment opportuni-
earnings for 1952. The tax buffer ties in the Hookers, Victors and
is at work here, acting to limit others. Secondly, chemistry infil-
earnings gains because of the EPT trates many industries and altersfactor. But if excess profits taxes ;

are lifted on June 30 next, then their outlook materially. The rub-
we have a substantial benefit for ber industry is a prime example
half of 1953 which would elevate today of an industry whose in-
earnings by 30%. vestment stature is still growing
It would be much more logical ag result of special factors,

to visualize a slight rise in the t . , . . . .. X1 '
normal and surtax rates along chemical in origin, affecting that
with removal of EPT. If this were industry. But in summing up,

to occur, we should expect that there are good investment oppor-
those companies which had com- ^unities in chemical industry, for
pensated for the EPT penalty by , , , , ,

raising new money to enlarge horizons are ever broadened by
their credit, acquiring a substan- application of research.

Robt. Hamlin Joins .

Loomis, Sayles Co.
BOSTON, Mass.—Loomis,Sayles

Co., 140 Federal Street, announce
that Robert T. Hamlin has joined
their Boston staff as a member of
the counseling department. He
was until recently head of the
research and statistical depart¬
ment of F. S. Moseley & Co. in
their Boston office. Mr. Hamlin
has long been active in the in¬
vestment field, having been asso¬
ciated for a number of years prior
to the war with Arthur Perry &
Co., which firm later merged with
F. S. MOseley & Co. During the
war he was a member of the price
adjustment board in the Boston
Ordnance District of the Army
Service Forces, and is still a mem¬
ber of the board of contract re¬

view in that organization.
.1-a:: ,, ■. ...

Singer, Bean Phone
To Philadelphia

: Singer, Bean & Mackie, Inc.,
40 Exchange Place, New York
City, announce the installation of
a private telephone to the Phila¬
delphia office of Reynolds & Co.,
members of the New York Stock

Exchange.

E. L. Olson Opens
DETROIT, Mich. — Elmer L.

Olson has opened offices at 9925
Woodside Avenue to engage in the
securities business.

Martin J. Quinn
Martin J. Quinn passed away

November 17 at the age of 89. Mr.

Quinn, who entered the invest¬
ment business in 1880, was a part¬
ner in E. C. Benedict & Co. of

New York City.
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Are Chemical Stocks Overpriced?
By DWIGHT MOODY*

Chemical Editor, New York "Journal of Commerce"

Holding chemical stocks are not high as related to market as a

whole, Mr. Moody foresees possible developments, such as
lower earnings, increased foreign competition, and onerous tax
burden, which may carry these stocks lower. Points out, how¬
ever, prospects of high level of industrial activity and increased
earnings in/lslj53 indicate chemical stocks are not overpriced.

To

tomers for chemical—has grown, profit figure, for example, a com- ly strong position in the foreign
Another, more important, reason pany paying the maximum tax field, either" through wholly or
has been the chemical industry's rate has only $30 left after paying partly owned foreign subsidiaries,
emphasis on research, with result- Federal taxes. But in the event or through direct exports. Favor-
ant development of new prod- 0f a business recession, and a ing American companies are their
ucts and new uses for older lines, drop in pretax profits from $100, reseach activities, and benefits

r h Activities *° us say' regular 52% from mass-production.Kesearcn acuv i e
rate plus a smaller excess profit Summarizing: Assuming a rela-

Right now the chemical indus- £ax bh;e would leave about $27 tively high level of industrial ac-
try is spending more on research ne£ profit after taxes. tivity, buoyed by continuing
than ever before. The average Qn £ke other hand, if the Ex- heavy defense expenditures, for
chemical company spends on re- cess profits Tax is allowed to ex- at least most of next year, earn-
search an amount equivalent to pjre^ or js drastically modified, ings of most chemical companies
about 3% to 4% of total sales— on June 30, next, as some expect, should show good improvement

■ i
„ nr nn+pntini chnwinf in earning than in oast 911 eve? bigber percentage m the the resuit could be a jump of as over 1952, with comparisons bet-the investor, or potential showing in earnings than in past cage of drug companies. In the miK.h as 60% Gr more in net ter than the all indnstrv averageinvestor in chemical stocks, an lm- periods, we have a strong case that cage o£ a company that has in- ^ofits after taxes — assuming Tneventofa^ serious Lneraiportant question is-are the chem- the chemicals may now be at least creased its sales 10 times in the 1 aft ry present sales levelf siumn^which is ooss We but doesicals presently over-priced m temporarily over-priced. t decade-a not uncommon ex- and preta profit margins not at thfifomentseemprobabterelation to prices of other indus- On the other hand, if we can perience in the chemical industry 9 d Pretax Proiit ma g s. not at the moment seem probable

trial securities traded on the stock expect sales and earnings to show £bis means that expenditures on
market? up better than the industry aver- research also have jumped 10
In other words, are present age_on a comparative basis equal times.

prices of the chemical stocks over- or better than in past periods of As a reSult of such accelerated
discounting, or under-discounting, the last few decades—then chemi- attention to research, some of the
the potentialities—the probable Cal stocks would appear to rate iarger chemical companies have'
future near-term and longer-term selective retention and purchase. |3een bringing out in recent years
trends in industry sales and earn- Looking ahead, it is not too dif- new products, in the carload ship-
<nw;t • -f vhfh ficult to build UP a superficially- ment category, at as high a:rateHistorically, it might pe notea persuasive pessimistic picture on as one new hulk-tonnage item
taking price-times-earnings ratios p^0Spects for the chemicals, at every month to six weeks, where-}
as a measurement index chemi-

jeasf for the near-term. as not very many years ago one

hieh as< related 'to the "markkas Because the chemical industry carload-shipment chemical a year
a whole is a Srowth industry, most com- was considered pretty good prog-

,, , panies come under the Excess ress. /
Because of the growth char- Tax, and are now being Similarly in the allied drug in-

aeteristic of the chemical indus- forced £o pay as much as the max- dustry, new major discoveries in
try, particularly since World War jmum 79% rate, in the case, of drug research are being an-
I, chemical stocks consistently

somp companies, to the Federal nounced every six months or
have sold at a higher price-times- jncome tax collector. oftener, whereas 25 years ago one
earnings ratio than most other Th|s doesn't leave much for div- such major discovery in 25 years
stock groups. idends and for financing the pres- was considered a good record.
In the period preceding 1939, for ent costly expansion programs—at As regards less important new £ gaw more smiies on November ever are largely theoretical. Stockinstance, it was not uncommon for a time when most companies have products, hardly a day goes by ,-th than T havp sppn for sevPrai nri>pc hphphH ,innn omn

the,chemical stocks of the big in- used up their "fat" of earlier when one or more new-product
tegrated producers — such com- years (their reserves) and are announcements, or reports on new
panes as duPont, Union Carbide, thus forced to borrow, or sell stock applications of already-known
Allied Chemical, Monsanto, Dow, and dilute equity, to provide funds products, fail to appear in the
American Cyanamid—to sell at 20 for construction in a period of in- Journal of Commerce's daily
times earnings or bptter. This flated construction costs. Chemicals Section,
compared with around 10 times Further, a considerable part of Emphasis on research has been
earnings for the general run of the present expansion is to pro- particularly helpful in getting the
industrial stocks. vide solely for military and other industry out of slumps, during
Then, for a period, because of needs under the national defense periods of general industrial re-

the impact of Excess Profits Tax program, and would not otherwise cession. Normally the industry has
burden on chemical company have been undertaken at this time, been so busy trying to keep pace
earnings, and because^ of doubts Also, chemicals are sold as raw jn production to meet growing de-
about a continuing strong growth materials to other industries, and mand f0r its established lines that
in the chemicals—doubts that later thus the chemical industry is vul-' onjy in times when a lull in such
proved to be mistaken —the nerable to recessions in other in- saies develops has it been able to
spread between chemicals price- dustries—as was demonstrated in provide maximum attention to
time-earnings ratios and those in declines in sales as well as earn- production and market develop-the market as a whole narrowed, ings in the chemical industry in ment f0r the myriad of new
Right now the most favored of first six months of this year, products constantly being made

the chemical stocks are selling . Again, the export sales boom available from its laboratories.

As to foreign business, -while a —earnings of the larger integrated
decline from the exceptionally companies should stand up better
high level of exports of the past than the all-industry average,
few years was to be expected, the ~ ... , . ,, i

American chemical industry and Pn ^ s basis> the chemical
allied drug industry are likely stocks, in my opinion, do. not
to continue to maintain a relative-'; appear over-priced.':"' '

Elections and the Stock Market
By ROGER W. BABSON

; > Mr. Babson says, in spite of Republican victory, the Dow-Jones
Industrial Average could go off 100 points, and points out fore- - -

cast of stock prices should not necessarily place too much de¬
pendence upon politics, even when conclusions are adjusted to
inflation and book values. Says new Republican Administra-

"

tion could make dollar worth more both at home and abroad,
and therefore bank deposits may be best investment.

from 16 to 25 times earnings, while *n chemicals and drugs has now
the average P-E ratio for some 34 Passed its peak, and export busi-
chemical stocks is around 15, as 1}ess. will continue to decline, as
compared with average P-E for f°rcign competition increases,
stocks used in compiling the Dow-
Jones industrial
around 11.

average at
^ New Foreign Competition ... lmc aiiowing for both inflation and which could determine stock
Already German and other for- »elPe9 t0 lestore a ge e a du ^ vas£ sums wkich these 30 big prices during the next two years.

eign-produced chemicals are cut- ness improvement. Again, a few corporations the stocks of which These are: (1) The action of labor
^ mto our markets in South years back when a dip in indus- con^pose th£ Industrial Average, unions; (2) the growth of foreign

Thus, if it can be established America and elsewhere. In fact, trm1 actmty occuyred; have plowed back into their busi- imports; and (3) the recklessnessaf nhomipoic unor the German chpmira ndnstrv has the chemical industry a chance » 5 ' . 1.' .... * • „

This happened during the reces¬
sion of the early 1930's when a

temporary lull in chemical busi¬
ness was followed by an upsurge
in the industry's activity that

years. Knowing of my interest in tions than on Statistics. Further-
Florida, my. friends have been more, a change in customs or new

congratulating inventions may raise havoc with
me that mathematics. For instance, the
Florida "voted railroads have high book values,
Republican." making their stocks, theoretically,
I, however, worth very much more than they
cannot forget are selling for; but this does not
that the last make people ride on the railroads!
and only other It does not prevent people from
time Florida using automobiles and trucks,
voted Repub- Hence, a forecast of stock prices
.lican was in should not necessarily place too
1928.Although much dependence upon politics,
everyone like- even when conclusions are ad-
wise smiled justed to inflation and book
then, yet values.
within less:/ In the long run, stock prices are
than a year determined by: (1) Earnings of
we had the corporations; (2) the amount of
Panic of 1929 funds available for investment;

I do not believe that history need and (3) the confidence of people
now repeat itself; but the Dow- to buy stocks, which must have
Jones Industrial Average could increased since Nov. 4. There are

go off 100 points. I say this after three other factors, however,

Roger W. Babson

Earnings Prospects

that the chemicals in the year the German chemical industry has ......

ahead—and/or for the longer term been recovering so rapidly that it to develop and promote new
—will make a poorer comparative already is back to its 1938 output products that had previously been

level and may well get up to its beld in abeyance, with the result
record production of 1944 in an- that the subsequent recovery in

the chemical industry was much
And right here, in our home sharper than in the case of all-

market, it should be noted, the industry.
chemical industry no longer has Research activities in develop

*A talk by Mr. Moody before a meet*
* v/viw^nv/n w

ing of the Association of Customers W iWVW}}1"Vu"11
Brokers, New York City, Nov. 13, 1952. Other two Or three yeai'S.

New Developments in

Augusta
Chemical Co.

Common Stock

Warrant the purchase of
this low-priced speculation

now!

• Current monthly sales show
200% increase over 1951 *

• Productive capacity being
increased

• New Products being added
• Estimated 1952 sales volume
to show 100% increase.

nesses since 1929. of domestic competition and price-
cutting. All of these factors now

Inflation and Book Values indicate the stock market could
You will naturally ask: "What decline 100 points, notwithstand-

about inflation since 1932—which ing last week's great Republican
should prevent the next 'lows' victory.
from reaching the 1932. figures?"

„ „

This is a fair question. Well, in What Is Today's Best Buy.
th* foriff :+ • 4-u • — r 1932 the value of our dollar, in Every reader is justified in ask-
nast Thp tariff r,rr»tontir> ^ Mt mg nGW USGSn r SPi -SI 9ve terms of wholesale commodity ing how he can capitalize on the

iHHSTB'■ "is. s
has now been sharply whittled veloped for chemicals in ample
down as a. result of the Torquay supply that after the war the in-
conference agreements. dustry had to keep right on ex-These factors can be made to panding to meet demands from
appear particularly disquieting new fields—for example, use ofit is considered that the styrene in large-scale develop-

Send for your free copy of our
interesting memorandum

82 Beaver Street, New York 5

DIgby 4-2946 Teletype 1-1605

when

chemical industry added $5.5 bil- menTof plastics
lion to plant in the postwar pe¬
riod 1946-1951, and the 1951-1955
expansion program now calls for
an additional $5 billion expan¬
sion.

Before we get too alarmed over
the problems and possible head¬
aches, however, it might be well
to consider the past record of the
industry—what has made it neces-

2.8. This would be equivalent to lieve they are the best bargains
a theoretical "low" of 112 for that there are today. Furthermore,
today. whatever else the new Republican
Many corporations since 1932 Administration is able to accom-

have put back into their busi- plish, it should make these dol-
nesses large sums of money with- lars worth more money both at
cut increasing their indebtedness home and abroad. For the time
or the number of their outstand- being — as long as we avoid

In view of the present vast scale ing shares. On the average, this World War III—inflation may be
of research activities in the chem- amounts to a total estimated at an end.
ical industry, there is a good figure, after depreciation, of 60% The simplest way to "Buy Dol-
reason to expect that past experi- for the 20 years. This could also lars" is to save money or to take
ences can be duplicated in the be added to the 112, to make a a profit and put the proceeds into
future. figure of 172, which could now a good bank. In other words, bank
As regards the admittedly oner- be compared to the 1932 "low" of deposits may be the best invest-

ous tax burden on the chemical 40. In otherWords, after consider- . * • i

industry, it should be noted that ing both inflation and increased d y. C r ain y, every wise
sary for the chemical industry present earnings are being shown book value, the Industrial Aver- Person will build up his bank ac-

ftn111 I If nnooo nn I during the past 25 years to ex- AFTER the present heavy Federal age—now at 270—could easily go count during the next few months.
fanAHAM HllSS&UI Inn Pand at an average rate of 10% tax payments. For the future, an back to 172, or a decline of about in the meantime, watch the pres-> a year, compared with 3% for all offsetting factor, under E. P. T., is 100 points.

ent fiftv-three cert dollar and see
industry. that a cushion is provided against „ . ent tmy mree cent d0ll9r and see
The answer obviously isn't effect on earnings from declining Possible Market Declines if I am right or wrong in this

solely that all-industry—the cus- sales. In the case of a $100 pretax ; The above adjustments, how- advice.
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"To Hold, or Not to Hold,/
By WALTER MAYNARD*

Partner, Shearson, Hammill & Co., Members N. Y. Stock Exchange,
President, Association of Stock Exchange Firms

Mr. Maynard maintains investor owning carefully chosen secur¬
ities should lean toward continued holding, because of secular
growth of our economy, its inflationary bias, and stocks' built-
in growth factor through earnings retention. At same time

points out dangers accompanying long-term holding, as: (1)
. over-evaluation of favorable factors, as evidenced by excessive¬

ly high price-earnings ratios; (2) impaired dividend-paying
ability; (3) misplaced confidence in growth quality, and (4)
technological changes. Maintains capital gains tax is a "penalty

on wisdom" in capital management.

Walter Maynard

The title assigned to me for this
talk has Shakespearian connota¬
tions, and it will be recalled that
Hamlet's famous soliloquy was

', , not only con¬
cerned with

psychological
matters, but
"also referred

to the "slings
and arrows of

outrage ous

fortune."
^

In consider-
i n g the prob¬
lem ofwhether
to hold or not
to hold secur¬

ities in prefer¬
ence tomoney,
or whether to

hold one group
of securities as compared with an¬

other, both psychological factors
affecting the holder, and possible
"slings and arrows" inherent in
the prospects for the economy as
a whole and for particular com¬

panies whose stocks are held,
should be taken into account.

I propose in the briefest way to
review some of these factors and

then give you a few "case his¬
tories" illustrating conditions
which investors should be on the

lookout for as indicating a deci¬
sion "not to hold."

Dealing with subjective psy¬

chological factors first, I think I
am safe in saying that investors
generally tend to make more mis¬
takes through selling investments
prematurely than they do by hold¬
ing on overly long to securities
which are in a downtrend. This is

due in part, I think, to the fact
that the judgment of many in¬
vestors is conditioned by experi¬
ence in the wicked speculative
days of 25 years ago. Then active
speculation brought quick recog¬
nition pricewise of favorable basic
trends, whereas in today's invest¬
ment-type markets such recogni¬
tion is much slower to develop.
Therefore, when the alternatives
of holding stocks or money are

considered, and I assume that
"stocks" means carefully and
wisely chosen stocks, in the ab¬
sence of specific adverse indica¬
tions benefit of the doubt should

probably be given to holding.

Time Factor Favors Holding

There is another reason for

favoring a tendency toward a

decision to hold. In a growing and
dynamic economy such as ours,

uptrends tend to be long and slow,
whereas downtrends are shorter

and sharper. This suggests that the
time factor alone favors holding,
particularly of securities that have
not been bought at market peaks.

From a psychological point of
view, therefore, investors should
tend to orient themselves in the

direction of contemplating each
investment, as it is made, as a per¬
manent holding. This assumption
of permanence will have the
added advantage of tempering in¬
vestment decisions based on

favorable factors affecting par¬

ticular industries or companies
which may be only temporary in
their action.

i *A talk by Mr. Maynard before Fed¬
eration of Women Shareholders in Amer¬
ican Business, Inc., New York City, Nov.
14, 1952.

Turning away from subjective
factors to a consideration of the

longer term position of our econ¬

omy as a whole and of the position
of stocks within it, I have already
noted what is now widely taken
for granted—that our economy is
not mature, but is a growing and
dynamic one. This growth and
dynamism, of course, come from
the circumstances of an energetic,
inventive and socially disciplined
people at work in a geographical
area endowed with tremendous

natural resources. Over and above
these fundamental favorable
factors there are, however, two
further considerations which
should be taken into account. One
of these is our new-found position
of world dominance in a political
and military, as well as in an

economic, sense,, and another is
the special aspects of our long-
term tendency toward inflation. '

Deflationary Tendencies to
Predominate Over

Short Term

Addressing ourselves for the
moment to the problem of infla¬
tion versus deflation, it is, of
course, evident that for the inter¬
mediate term—possibly the next

. two or three years—deflationary
tendencies will on balance t$pd to
prevail somewhat over inflation¬

ary tendencies. However, in the
long run, and probably stimulated
by a mild measure of deflation,
inflationary tendencies should
once more assert' themselves/
These longer - term inflationary
tendencies center around two
basic conditions, of which the first
is that all of us have openly as¬
sumed resonsibility for the main¬
tenance of a "full-employment"
economy. This means that we are

prepared to use the full panoply
of government economic powers
to intervene when deflation pro¬
ceeds to a point at which unem¬

ployment becomes appreciable.
This generally agreed upon prin¬
ciple in effect boils down in the
last analysis to government-spon¬
sored inflation in all its forms,
ranging from direct support of
public works financed out of
deficits to restarting of the "en¬
gine of inflation" possessed by the
Reserve Banks, which Mr. Eccles
of the Federal- Reserve System
was so free to denounce during
his term as Chairman.

.A second inflationary considera¬
tion is that there is no evidence
that any important segment of
public opinion in this country be¬
lieves that the economic power of
organized labor to force wage in¬
creases should be curtailed. This

being the case, under full-employ-
mfent conditions, we can expect
a continuing upward bias in the
largest element in industrial costs,'
and over an extended period of
time this element all by itself
must inevitably produce an up¬
ward trend in the general price
level.

To round out the discussion I

must add one more factor that is

sometimes lost sight of. This is
the obvious fact that corporations
almost never pay out all "their

earnings in dividends. Retained

earnings therefore provide a form
of a "built-in" growth factor for

even the most prosaic of compa¬
nies.'./ , •

On Holding Particular Issues

Having considered a few of the
important over-all factors which
must be evaluated in arriving at
sound investment decisions, we
now come to the even more diffi¬
cult and interesting problem of
forming correct conclusions con¬

cerning the advisability of holding
or not holding particular stocks
that we own, and it seerrxs to me

that the best technique to make
certain basic principles clear is
the case history. I am going to
briefly review the recent history
of three groups of stocks for which
many investors have had a high
regard, yet where investment dis¬
appointment has been the rule in
recent years. In the case of each
of these groups subsequent events
showed that a decision not to hold
was clearly wise.
The air transport industry fur¬

nishes the first example. It will
be recalled that during World War
II the air transport industry had
extraordinarily good results at¬
tributable to remarkable load fac¬

tors^ a minimum of competition
from/other types of travel and
good control over costs. As a con¬

sequence an index of four leading
air transport stocks rose from
about 97 in 1942 to about 640 in
December of 1945. When the war

ended the outlook for the air

transport industry seemed bril¬
liant. New, larger and more ef¬
ficient types of equipmCht were

available, almost unlimited traffic
was in sight, and the practicable
spanning of the oceans during the
war had widened the industry's
horizons. Yet in the short space
of three years the index dropped
to 185, or less than one-third of
its previous high. Since the high
hopes for the industry of those
who bought these stocks at the
highs of 1945-1946 have in con¬
siderable measure been justified

by subsequent developments, it is
clear that here we have a case of

over-anticipation or over-dis¬

counting of the future, and this

particular error of unbridled op¬

timism is probably the greatest
single cause of loss to investors.
It is hard to lay down a rule

that will protect investors from

this particular kind of mistake
and ensure that a timely decision
not to hold is arrived at. How¬

ever, I think it safe to say that the
surest criterion of value on which
investors can rely is yield, that
yield depends upon earnings (plus
the other elements of dividend-

paying ability), and that tnere-
fore, when stocks sell at high mul¬
tiples, say 20 times, of earnings
that have been attained only after
a long uptrend, they should be
viewed with grave suspicion.

Warning by Tobacco Stocks

This brings us logically to an¬
other example, whicn in this case

concerns a group which has cost
conservative investors heavily.
This example is that of the tobacco
stocks, which as a group are now

selling lower than in 1936, and
since early 1949, despite one of
the greatest bull markets of his¬
tory, have actually declined. The
unsatisfactory history of the to¬
baccos is due in the main to im¬

paired „ dividend-paying ability.
Rising leaf costs and rising sales
forced the cigarette makers to im¬
pound enormous sums of cash in
inventories. Rising sales obscured
dwindling profit margins, and
weakened balance sheets provided
the principal evidence of the dis¬
ease which resulted in American
Tobacco paying less in dividends
to its stockholders last year than
in the dark days of 1932. The rule
here is to watch balance sheets;
rising debt plus a persistent trend
toward smaller profit margins
should suggest to the careful in¬
vestor the wisdom of sales.

Misjudging Growth Company

We now come to my last cap¬

sule case history, which concerns
one of the most subtle problems
dealt with by the security analysts.
This case history is chosen to il¬
lustrate the disappointment that
the aggressive investor may face
in mistaking a "mature" company

for a "growth" company. For the

security analyst the problem is
that of discerning the transition
from the phase of growth to the

phase of maturity. *

For purposes- of illustration,
Woolworth seems to be a good ex¬

ample. It will be recalled that this

(1923) 11

stock went from a low of 5 in 1917
to abort 60 in 1926 without any
significant setback. After a drop
in mid-1926 to about .3o, the ad¬
vance was resumed and the stock
reached an all-time high in 1929
of about 104, at which price it was
selling at almost 30 times earnings
with a yield of about 2.3%. Inter¬
estingly enough, this display of
investor confide^be was in a con¬
siderable measure justified, be¬
cause in the next two years earn¬

ings rose from the $3.66 per share
of 1929 to $4.24 in 1931, and the
dividend was increased from $2.40
per share in 1929 to $4.40 in 1931.

Nevertheless, Woolworth stock

dropped in price, and in 1932, al¬
though the $2.40 dividend was al¬
most earned, it sold at 22. From
that level a pronounced uptrend
set in; in 1936 earnings were $3.36
per share, and the stock sold at
71 to yield only slightly more than
3%. This relationship of price to
earnings and yield was only jus¬
tified on the ground that Wool-
worth was still a true growth
stock, and yet at that time there
were signs that above-average
growth had ended. Woolworth's
pricing policies and striking store
fronts had been widely copied and
had therefore lost in part their
competitive value, and in any
event there were grounds for be¬
lieving that the openly avowed
inflationary tendencies of the Fed¬
eral Government would in time
make the "5-and-10" slogan un¬
workable. This then was the point
at which the subtle and discern¬

ing analyst should have sold, be¬
cause even today the stock of this
thoroughly sound enterprise is
selling in the low 40s.

I think it only fair to say, how¬
ever, that the problem of making
a proper allowance in the case of

particular stocks for the transi¬
tion from growth to maturity is so

difficult that for the practical in¬
vestor the importance of the sub¬

ject lies in his appreciating that it

represents a risk to be guarded

against. The best' defense against
this risk is alertness and compari¬
son—the comparative method will

frequently bring to light slowed

patterns of growth which will jus-

Continued on page 32

This announcement is not an offer to sell or a solicitation of an offer to buy these securities.
The offering is made only by the Offering Circular. ,

$6,000,000

The North Pennsylvania Railroad
Company > ;

3H%Mortgage Bonds
To be dated December 1, 1952 To mature December 1, 1972

The issuance and sale of these Bonds are subject to authorization by the
- Interstate Commerce Commission.

To be guaranteed unconditionally by endorsement as to principal and interest by Reading Company.

'

Price 101.067% and accrued interest
' * '

• * *

The Offering Circular may be obtained in any state in which this announcement is circulatedfrom only such
of the undersigned and other dealers as may lawfully offer these securities in siich state.

'
halsey, stuart & co. inc.

bear, stearns & co.

r. w. pressprich &, co.

dick&merte-smith
*

• ■ 4 f' • 1?s. 1

salomon bros. & hutzler

gregory &. son
INCORPORATED
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An Appraisal of Election Results
By EDWARD P. RUBIN

President, Selected American Shares, Inc.

Presenting in outline form an appraisal of the economic situa¬
tion and the economic prospects based on outcome of the Presi¬
dential election, Mr. Rubin sees the economy dynamically grow¬

ing, and trend toward Socialism slowed up, if not halted. Finds
inflation still a serious problem, but sees, from a long term

- standpoint, a better chance to curb it. Lists factors which
should be studied in choosing investments.

Ldwaru r\

Our approach will be to exam¬
ine the long- and short-term back¬
ground factors and Eisenhower's
probable influence upon them.
The examina¬
tion will nec¬

essarily be
brief, but we

hope to make
it comprehen¬
sive. We shall
offer our own

conclusions,
but we believe
that the mate¬
rial presented
may be useful
to you even if
you disagree
with our con¬

clusions.
As to the long-
term factors, we believe the dom¬
inant long-term factors in the
economy, with which Mr. Eisen¬
hower will have to work, are: (a)
The long-term dynamic growth of
the economy, (b) The inflation of
the currency and the price level.

The Economy is Dynamically
Growing

Among the evidences of the
economy's dynamic growth are
these:

The population is growing.
The amount of money spent on

research is expanding.
Efficiency of output per man-

hour is near its alltime peak.
A greater percentage of the

people now work.
Productive capacity is expand-

in-".. "■: •

Standards of living are improv¬
ing.
The long-term trend of exports

and imports is higher, and Eisen¬
hower, in his campaign, indicated
he believed we should try to in¬
crease them further.

We have many new industries.
We have more business firms

than ever before.

They are not failing.
Actual production is moving

along the same lines of growth
that were always present before
1929.

The recent Paley Report Indi¬
cates it is sensible to expect that
25 years from now industrial pro¬
duction will be twice its present
level.

Recent Cleveland Trust Co.
studies indicate that we are al¬

ready using almost our present
level of capacity.

So if production is to double in
the next 25 years, it is obvious we
must expand our capacity still
further to take care of this dy¬
namically growing country.

How Will Eisenhower's Election
Alter this Dynamic Growth?

First of all, Eisenhower's elec¬
tion probably means we should
reconstruct our thinking about
the American people themselves.
Prior to his election we cynically
said:

You can't beat Santa Claus.

Don't let them take it away.
2Vz million payrollers will

swing the election.

People whose pensions were
raised in the last month pre¬

ceding the election would surely
vote for the New Deal. Y".
A President today has to be

an orator, make a good appear¬
ance on TV, sound good on the
radio, and be clever in press
conferences.

v The election' proves this cyni¬
cism was wrong. That is impor¬

tant, because the character of the
people is important in investment
security. If you don't believe that,
all you have to do is look at what
happens to investments in coun¬
tries where the people do not have
high ethical standards.
Eisenhower believes basically

in the private enterprise system.
Among other things, his election
probably means:
The trend toward socialism is

at least slowed up, if not halted.
Villification of business will

terminate.

The Administration will lend a

friendly ear to business.
Probably numerous business

leaders will be invited to impor¬
tant posts in his Administration.
Much costly red tape is apt to

be removed.
There will be an attempt to re¬

store normal business incentives.

The objection against big busi¬
ness is apt to diminish and more

emphasis is apt to be placed on
the efficiency and desirability of
large - scale, mass production
through large corporations which
are managed in the mutual inter¬
ests of the country, the customers,
the employees, the management,
and the owners of the business.
It may be too much to hope

that Eisenhower and the Repub¬
licans will return to private own¬

ership such things as synthetic
rubber plants and Federally-
owned hydro - electric power

plants, but it is reasonably certain
that the trend in that direction
will be halted, if not reversed,
and there will be no threats that
the government will enter the
steel industry in competition with
private capital.
There is a good chance that Ei¬

senhower is a true leader whowill

unify the diverse elements of our
economy in a combined effort to
use to the fullest the spendid in¬
dustrial machine which has been

developed in this country.
From the standpoint of our con¬

tinued dynamic growth, the Ei¬
senhower election should make
an important positive contribu¬
tion. ' -

The second primary long-term
factor at work in this economy is
that of inflation:

Apronounced rise has taken
plac<£ in commodity prices and
the- -cost of living. -

The money supply is at new all-
time highs.
In a period of great prosperity

we have not reduced the Federal
debt.

Great as is our inflation, it is
a pigmy compared with others:

Since 1937 Argentine living
costs have more than quintu¬
pled.
Since 1938 Austrian living

costs have risen 10 times.
Since 1937 Belgian living

costs have quadrupled.
From- 1937 to 1948 French

food costs rose 19 times. Then

they started the index over

again at 100. The new index is
now 145. a -

Italian living costs are today
57 times 1938.

Greek living costs are 453
.times 1937..

Before the recent election we

were again laying the groundwork
for more inflation here. At the

peak of a boom we were actually
again going heavily into additional
government debt.
Many of our basic policies are

inflationary, to wit: (a) farm price
price supports; (b) strong labor

unions; (c) the philosophy of full
employment.
Much as we have talked against

inflation, we still fear deflation
more.

Will Eisenhower Change this
Trend Toward Inflation?

There is no question Eisenhower
is a sound money man who has
openly said he favors stopping the
inflation. His initial appointment
of banker Dodge is a constructive
move along these lines.
It seems certain that Taft would

not have supported Eisenhower
unless Taft was sure that Eisen¬
hower represented sound fiscal
policies. There is thus a good
chance that Mr. Eisenhower will
make a sincere effort to eliminate
Federal deficits and restore sound
money conditions.
Can he be successful? Yes, if

we don't, for other reasons, get a
depression. The burden of the
Federal debt has already been ma¬

terially reduced since 1945 and a
few more years of reducing this
burden might actually place the
country in a comfortable fiscal

position.
Jbut there are many problems.
It will be difficult to slow up

current spending abruptly.
Excess profits taxes expire next

June, and if not renewed will re¬
duce Federal income before Fed¬
eral expenditures can be reduced.
There is a great deal of short-

term Federal debt outstanding and
sound fiscal policy would require
funding these short-term matur¬
ities into longer ones, which
would, to some extent, increase
the interest charge.
If, by chance, a recession were

to develop in business, it is ex¬

tremely difficult to see how we
could avoid further Federal def¬

icits, even under Eisenhower.
Suppose Eisenhower is success¬

ful in stopping the inflation per¬

manently. Basically, it would be
one of the finest things that could
happen to the eponomy, as:
Inflations are destructive.
The long-term payoff of an in¬

flation is disastrous, both econom¬

ically and politically.
To eliminate this very long-

term economic and political risk
could not be interpreted as other
than basically constructive for a

private enterprise system.
If Eisenhower and the American

people do actually beat the Amer¬
ican inflation definitely and per¬

manently, it will be because the
economy is basically strong and
dynamically growing. Thus, the
long-term common stock investor
has everything to gain from a vic¬
tory of growth over inflation, and
if by chance this victory does not
occur, then he is still in relatively
the best position if inflation again
gains the ascendancy despite all
Eisenhower can do.

.

How About the Next Year?

No matter how much, nor how
sincerely we talk about the long-
term, we always want to know
what is going to happen in the
next three months or the next six
months or the next 12 months. We

always want to know, Is this the
right time to buy?
Is this the right time to get in?
Most of the country is pessimis¬

tic about the last half of next

year. At least I believe this to be
the case.

, People think the defense pro¬

gram is about to peak out and go
down in the second half of next

year. They believe plant and
equipment expenditures are going
to be lower. They don't see any

backlogs of civilian business that
have not been worked off. They
don't see what is going to take
the place of declining defense and
plant and equipment expenditures.
They - believe that . capacity in
many industries is going to be ex¬
cessive.

They are fearful that private
debt is too high. They are wor¬

ried about rising interest rates
and falling bond prices. They are

Continued on page 35

Connecticut Brevities
Associated Spring Corporation

acquired as of Oct. 1 Seaboard
Coil Spring Corporation of Los
Angeles. The West Coast com¬
pany, which manufactures a vari¬
ety of precision mechanical springs
and wire formp, is now operated
as a division of Associated.

* * *

Connecticut General Life Insur¬
ance Company will build and own

the Westgate Shipping Center
which is to be built in Fairview
Park, a suburb of Cleveland. The
property . will be leased to and
operated by Westgate Center, Inc.
The Center will be constructed at
a cost of about $10,000,000 and all
stores are expected to be in oper¬
ation by October, 1953.

* % *

Torrington Manufacturing Com¬
pany's Canadian subsidiary which
was formally Torrington Impel¬
lers, Ltd., has changed its name
to Torrington Manufacturing Com¬
pany of Canada, Ltd.

* * *

Stockholders of Segal Lock &
Hardware Company have ap¬

proved an increase in the author¬
ized number of common shares
from 2.650,000 to 3.250,000. At the
same time options were granted
to Meade Johnson, President, to
buy 50,000 shares of common in
blocks of 10,000 shares at $2 prior
to Dec. 31, 1953, at $3 during 1954,
at $4 during 1955, $5 during 1956
and $6 during 1957.

* * *

A group of residents of the
Town of Groton have applied to
the Connecticut Banking Depart¬
ment for a charter and a public
hearing has been held in an effort
to establish a bank in the commu¬

nity. The new bank would have a

capital of $100,000 and a paid-in
surplus of $100,000.

* * *

In a letter to stockholders of
United States Finishing Company
the management revealed that the
company's earnings for the first
nine months of 1952 were $1.81 a

share compared to $0.03 for the
same period in 1951. The company
is presently expanding its facili¬
ties and making certain improve¬
ments in its production, sales and
administrative practices. The com¬

pany's stock was recently admitted
to the New York Curb Exchange.

* * *

In accordance with the provi¬
sions of a contract between Noma

Electric Corporation and Putnam
& Co., a new corporation, The
Ansonia Wire & Cable Company,
has been formed to buy substan¬
tially all of the assets of The
Ansonia Electrical Division of
Noma. The new company will con¬
tinue to the present business which
consists of manufacture and sale
of custom built electrical cables
for use by the telephone, railroad,
utility, electronic, and other in¬
dustries as well as governmental
agencies. A public offering of
stock of the new company is pro¬

posed in the near future.
* $ *

The Connecticut Light & Power
Company has obtained permission
from the Connecticut Public Utili¬
ties Commission to issue up to
$35,000,000 series M 3%% First
and Refunding Mortgage Bonds,
due 1982 through private sale. The
proceeds will be used in connec¬

tion with the company's five-year
construction program for 1952
through 1956, at an estimated cost
of $109,000,000.

* * *

The Guilford-Chester Water

Company has declared its first
common stock dividend since pub¬
lic distribution of most of the out¬

standing stock in August. The div-,
idend of 50 cents, payable Dec. 1
to holders of record Nov. 20,
brings to $1.75 the total amount
paid in 1952. In the future direc¬
tors will give consideration to
payment of dividends on a regular
quarterly basis.

* * *

The Directors of Aspinook Cor¬
poration have appropriated $5,-
000,000 to be used for the purchase
and retirement of outstanding
common stock at a price of not
over $19 a share. Accordingly,
tenders were invited prior to
Nov. 10.

GreatWestern Petrol.
Common Stock Sold

The recent public offering by
Steele & Co. of 299,900 shares of
Great Western Petroleum Co.
common stock at par ($1 per

share) has been completed, all of
these shares having been sold, ac¬
cording to an announcement made
on Nov. 17.^ The successful dis¬
tribution of this offering was par¬

ticipated in b,y dealers in New
York, Philadelphia, Baltimore,
Washington and Buffalo.
Great Western will use the net

proceeds to pay for drilling ex¬

penses, to purchase equipment and
for working capital. On Nov. 12,
the company announced the bring¬
ing in of its Glenrock Robbins
No. 1 Well in Converse County,
Wyoming.
The Great Western Petroleum

Co. has leases and interests in 16,-
451 acres in 15 areas in Montana,
Wyoming, Colorado and Kansas.
It is expected that the Bailey
Dome lease, consisting of 134
acres in Converse County, Wyo¬
ming, will be drilled within the
next few weeks. Oil has been dis¬
covered in the McLaughlin well
in close proximity to this lease.

Arrangements have been made
with Sun Oil Co. for the drilling
of a test well on part of Great
Western's South Elk Basin-Sand

Coulee acreage.

R.W. Pressprich Has
Philadelphia Office

PHILADELPHIA, Pa. — R. W.
Pressprich & Co. announce the
opening of a Philadelphia office
at 123 Broad Street under the

management of Richard W. Hole

and Gordon L. Keen.

With Marache, Dofflemyre
(Special to The Financial Chronicle)

LOS ANGELES, Calif.—Darvin
M. Curtis has become associated

with Marache, Dofflemyre & Co.,
634 South Spring Street, members
of the Los Angeles Stock Ex¬

change. Mr. Curtis was previously
with J. A. Hogle & Co.

, 1
, y >1 ,*,"5 >'*!>* ^ » ?*■ '■

^ ■'*
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CHAS.W. SCRANTON & CO.

Members New York Stock Exchange

New Haven

New York— REctor 2-9377
'.f*
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Hartford 7-2669
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Deflation May Be in Offing
By DOUGLAS H. BELLEMORE, PIL D.*

Chairman, Dept. of Economics
Boston University, College of Business Administration

Economist, American Institute of Finance

Dr. Bellemore, in pointing out stock market and business is

continuing to experience momentum of New Deal spending,
warns, however, that businessmen and investors may begin to
feel the impact of sobering effects if the Republican Adminis¬
tration starts to implement its compaign promises of moving
towards a- sound dollar. Finds postwar boom was based on

Foreign Aid and Capital Goods expansion, and foresees both
these forces diminishing. Holds the economy has lifted itself
sip by its "bootstraps of credit," and deflation may be in offing.

D. H. Bellemore

As with long-term stock market
trends, so it is with long-term
business trends, all we can know
with certainty is where we are

and where we

have been and
to some de¬

gree why we
nave ueen

there. In both

the stock mar¬

ket and busi¬

ness the odds

usually favor
the continua¬
tion of exist¬

ing trends, be¬
cause of the

sheer mo-

mentum that

they generate
in t h e direc¬

tion in which they are moving. It
is, therefore, generally the better
part of wisdom, and it is certainly
more comfortable at the time, to

simply forecast the continuation of
existing trends.
We have recently been treated

to a barrage of campaign oratory
in which the leaders of both

parties solemnly told the Ameri¬
can people that prosperity can be
continuous, ad infinitum. Again
we have a "New Era" or no de¬

pression philosophy as we had in
1929, although the reasons, as al¬
ways, are different.

According to the Democrats
"You never had it so good," and
under democratic rule there would
never be another depression. They
had planned it that way, but they
didn't add with debts and con¬

tinuous scare psychology, which
forced huge capital expansion
-and huge foreign aid.

According to the Republicans,
if a business recession begins
when they are in control, they
will immediately take positive and
successful action to reverse the
trend. They are, however, pledged
to reverse inflationary influences,
and restore integrity in the dollar.
That is, reverse democratic action,
but at the same time prevent any
deflation.

Having waited along with many
businessmen and investors for 20

years for a political climate in
which political leaders in control
were outspokenly favorable to
business, it is probably little short
of heresy now that the change
has - come to even question that
business volume and business

profits shall remain at high levels.
As a matter of facft, business in
general "never did have it so

good" as it did in the last 20 years,
and on the surface leaders in the
Democratic party must be bitter
at the "ungratefulness" of busi¬
ness. However, it was the un¬

healthy basis for the boom, inter¬
national conditions and constantly
rising debts and creeping social¬
ism that called for the change.
Would it not be a near miracle if

the false basis for our boom could

be changed and a new and sounder
basis for prosperity substituted
without .some painful readjust¬
ments. We are hardly in the posi¬
tion of Great Britain but it might
be well to at least glance over

there 'to see the problems that
r

*A talk by Dr. Bellemore before the
Boston Investment Club, Boston. Mass.,
Nov. 18, 1952.

have developed in the stock mar¬

ket, the bond market, and in busi¬
ness as that country has attempted
to reverse the trends towards in¬

flation, creeping Socialism, and
eventually certain bankruptcy.
The stock market and business

are naturally continuing to ex¬

perience the momentum of Fair
Deal actions, particularly spend¬
ing. This together with the en¬

thusiasm generated by the Repub¬
lican victory should certainly
carry business and the stock mar¬

ket along very strongly until
Jan. 20, 1953. From then on, how¬
ever, we should begin to feel the
sobering effect as businessmen and
investors begin to seriously an¬

alyze what may be some of the
immediate results if the new Ad¬

ministration starts to implement
its campaign promises of moving'
towards a sound dollar arid against
inflationary briom based on con¬

stantly rising debts.
At least until war „ broke out

in Korea, may businessmen both
publicly and privately expressed
concern that the postwar boom
would soon end, and that the in¬
evitable postwar recession, guar¬
anteed by historical precedent,
would be upon us. This concern
was very real in 1949, but when
the flood gates of credit and debt
were opened wide their concern

was, at least temporarily, relieved.
Many businessmen in 1950, how¬
ever, felt that the recession had

merely been temporarily post¬
poned. The outbreak of war in
Korea changed the situation dra¬

matically, but when it appeared
likely that the war could be local¬
ized, many businessmen began to
ask "what will happen to business
when defense expenditures taper
off in 1953, 1954 and 1955?"
This economist is perhaps too

prone to oversimplify a problem,
but to him the keys to the super-
boom which have raised business
above the normal level in the

postwar period have been Capital
Goods expansion and Foreign Aid,
both made possible by heavy and
constantly rising Debts.

Capital Goods Expansion

No real boom in an industrial¬
ized nation as opposed to normal
business has ever been possible
unless it has been characterized

by a tremendous and continuous
expansion of capital goods. Mate¬
rials and labor which would

otherwise be unemployed are
utilized by the capital goods in¬
dustries, and when the boom ends
the surplus of labor and materials,
which becomes unemployed, is, of
course, mainly the surplus from
the capital goods industries. Nat¬
urally, the prosperity of all other
industries is affected by prosper¬
ity in capital goods, but these
other industries do not experience
the wide swings characteristic of
the capital goods industries. The
postwar boom has more than
proved the theory that booms rest
on debt financed capital expan¬

sion, except during an all-out*war.

Capital Goods Program 1945-1950

Businessmen, as a class, do not
expand their plants and equip¬
ment unless the current and esti¬
mated demand appears too large
to be met by existing facilities.
The pent-up demand for consumer

goods, especially housing, a n d
other consumer durables, in 1945
lent great encouragement to busi¬
nessmen in their plans for expan¬
sion of capital goods and equip¬
ment. Business would have been

very good in 1946, 1947, 1948 and
1949 without the large capital
goods program, but what would
have been good business became *a
super' boom when the capital
goods program was added. The
use of labor and materials to pro¬
duce capital goods naturally
meant that less was available for
the production of consumer goods,
and relative shortages continued
somewhat longer. However, by
1949 and 1950 not only had the
most urgent demands been met,
but the capacity to produce had,
in the meantime, been very con¬

siderably increased.

Capital Goods Program 1950-1953

The immediate effect of the
outbreak of war in Korea was for
consumers 'arid businessmen to
rush in and secure goods before
the hoarders got them, in riiemory
of World War II shortages. The
result was to build confidence for
more extended . borrowing to fi¬
nance rehewed capital goods ex¬

pansion. However, the real stim¬
ulation cdme from, -a new edict
froriif.Wa^iiri^tOn. : We were i to
have bdth :gun£ and butter. 7We
were told that we should increase
our capacity to. produce - so that
we couid produce all of the con¬
sumer goods called for in years of
peak demand, plus a continuing

-

peacetime capital goods expansion
program, and <on top of all this,
have the capacity to produce all
the armaments necessary short Of
all-out war. ; *
\ Washington went even further
—business was. told bluntly that
if it did not see fit to increase its

capacity on the scale required by
the ^politicians the Government
would build its own plants. It
must be realized that most of our
productive capacity can be shifted
relatively easy from peacetime to
wartime uses \2ttid vice versa.
Since Korea, then, we have been
increasing our capacity to produce
civilian goods as well as war

goods; for example, in steel, alu¬
minum, etc. Most people do not
seem to realize that the effect of
Korea on business which has

given us a new super boom, is
the strong stimulation to the cap¬
ital goods program, not the de¬
mand for actual weapons of war.

This will always be true, short of
all-out war, because one; the
weapons and materials are not
consumed at even a fraction of

their rate now as they are during
an all-out war, and two; the mili¬
tary holds back from mass pro¬

duction of items which they do
not actually need to fight a war
now, and which they believe will
bg obsolete when they do need
them, in the light of weapons ac¬

tually being tested, as well as
those on the drawing boards.
Some time in 1953 we will have

all the capital goods needed' to
meet all the current demand for
civilan goods and all the demand
for war goods. The postwar
boom, true to form, has rested on
capital goods expansion. One must
foresee a new source of demand
for capital goods if the boom is
to keep going. Many say we can
point to American ingenuity and
inventiveness to develop new

products, new industries, and all
we need to do is sell them. You
canJiave faith in the long run fu¬
ture4 of the country to use much
more capital capacity than we will
have in 1953 and still realize that
we must have, at times, a capital
goods holiday in which we adjust
and sell the public our new prod¬
ucts and new industries. In the
past these periods of adjustments
had been both painful and costly
to business, particularly profit-
wise.

, 7" ; .v, \7'.'"'7 iV-V*
Foreign Aid

■ ' ' " *\r < * ' J. , i i » . J « 'H -> >, * \

Foreign aid has teamed up with ;

capital goods expansion to give
the United States its super post¬
war boom. It has provided a large
demand for end items and also a

demand for capital goods. Many
Americans do not seem to realize
the change that has come over

many of the recipients of Ameri¬
can foreign' aid. Like the rich
uncle patronizingly dishing out
money to relatives, we can't im¬
agine that any one would refuse
our aid. * < '

Two factors have been affecting
a change. For years Washington
has been the rich man deferen¬

tially taking care of poor and in¬
ferior relatives. * Gradually a re¬

vulsion has been built up as the
national pride of various nations
has been deeply hurt. Today many

foreign countries actually are ex¬

pressing a strong and sincere de¬
sire to be rid of American aid, es¬

pecially as they grow in strength
economically and militarily Anti-
American feeling in England,

France and Japan is certainly as¬
suming rather serious proportions
(no doubt fanned by the Commu¬
nists).
The fear that the Russians are

going to resort to a major war
(regardless of its validity) has
been declining in Europe, and
Europeans are openingly stating
that they believe that Americans
are acting in a somewhat hysteri¬
cal manner.

As a result of this factor, plus
the growing economic and mili¬
tary strength of our allies, it may
be increasingly difficult for us to
continue our large foreign aid
program, particularly with strings
attached. And yet, as a result of
the election, and other factors, it
appears that we are going to insist
on having more strings, rather
than less, attached to our foreign
aid program.

If we are not going to be able
to give our goods away will we
be able to sell them? As one for¬

eigner reported, the recent decline
in world commodity prices and
related factors has greatly reduced
the foreigners' ability to purchase
capital goods from the United
States. The world trend towards

conservatism and sound financial
methods has resulted and stren¬
uous efforts, world wide, to reduce
imports, especially from the United
States, and to increase exports."

- - Debts

We have stated that the demand
for capital goods and for foreign
aid have been the major factors
on which the postwar super boom
has rested. * We have indicated
that the desire for capital goods,
'and until recently for foreign aid,
has been historically high, but
what about the funds that con¬

verted these desires into effective
demand and, therefore, really
made the super boom possible?
Without the backing of purchas¬
ing power these desires would
have been, impotent. All booms
must be supported by constantly
expanding credit and■ that means
expanding debt. , In the past, the
extension of credit and debt has

always been overdone, and many
of these debts had to be forcibly
liquidated in a recession or de¬
pression. This postwar boom has
been greater than any in the past
because debts have been exoanded
more than ever before. To this

extent, the economy lifts itself up
by its bootstraps of credit (debt),

Continued on -page 33

This announcement is neither an offer to sell, nor a solicitation of an offer to buy,

any of these shares. Theoffering is made only by the Prospectus.

New Issue

100,000 Shares

Household Finance Corporation
.. . , • ' '.tlT , ■

4.40% Preferred Stock

($100 Par Value)

Price $100 per share
Plus accrued dividends from November 24, 1952

Copies of the Prospectus may be obtained in any State from such
of the several underwriters, including the undersigned, as

may lawfully offer the securities in such State.

Lee Higginson Corporation

Kidder, Peabody & Co. William Blair & Company

B!yth&Co.,Inc. TheFirstBoston Corporation Goldmanj Sachs&Co.

Smith, Barney " '
November 19, 1952 r
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Debt Repudiation by Russia
And Red-Dominated Countries

By MAX WINKLER

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

.i «

Dr. Winkler lists par value of repudiated Communist dollar
loans, amounting to over $322 million.

Although much has been, and is The par value of repudiated
being said about Soviet Russia's Communist dollar loans amounts,
expansionist policies, her territor- exclusive of interest in arrears, to
ial aggrandizement, and the sub- more than $322 million, distrib-
ju gat ion of

^ ^ uted as follows:

pie. little is Czechoslovakia _ *2,800,000

cow's perfidy Rumania 10,000,000
in the field of Russia 75,000,000
economics and

Yugloslavia^ ^ *43,400,000
the Kremlin's Max wlnlSer^ a relatively small issue of Esto-
promises and ™an b°nds ued undeArT tbe aus"
nnipmn nWifxps Plces of the League of Nations on

There is not today one single behalf of the Republic of Estonia,
Communist or Communist-domi- an.early victim of Soviet Tern
nated or controlled country which tonal aggression.
is meeting in whole or in part the A number of European coun-
.service on legitimately contracted tr*es where Russia or Moscow-
dollar obligations: The latest vie- dominated nations have defaulted
tims of Communist aggression in *n respect of or repudiated con-
the field of finance are American tractual commitments, have
holders of Czechoslovak loans on caused payments to be made out
which Prague, or, to put it more of balances deposited for the ac-
accurately, Moscow, ordered sus- count of the repudiating countries.
pension of payment on Oct. 1, Is there any reason why the Unit-
1952. Thus Czechoslovakia joins e(j states should not do likewise?
the ranks of all other Communist „ . AJ • • . ..

defaulters: Russia, Bulgaria, Hun- ^erhaps the new Administration
gary, Poland, Rumania and Yugo- will be less hesitant about offend-
slavia. ing the Kremlin. "-'...V'

Foresees No Tax Decrease in 1953
Dr. Jules Backman, Professor of Economics of New York
University, also predicts decline in business some time next

year, and continuing into 1954.

a highly prosperous economy.

However, I anticipate a somewhat
larger decline to take place.
"The tremendous increase in

private debt since the end : of
World War II, presents another
major threat to economic stabil¬
ity," according to Professor Back-
man. "Since the end of 1945, the
total volume of private debt has
about doubled. The total has. in¬
creased from $141 billion to $277
billion, and further large increases
have taken place in 1952. This
borrowing has contributed to the
high level of economic activity
during this period. About One-

quarter of consumer expenditures
for new homes and durable goods
has been financed by debt cre¬
ation. Business spending also has
been financed in part by borrow¬
ings. Clearly, we cannot continue
long to add to our debt at a rate
which doubles the total in six
years. It must be recognized that
a smaller volume of new debt or
a cessation of debt creation will
pull out one of the props which
has been supporting high level
business activity. While there
seems to be no question of our

ability to carry the present vol¬
ume of debt at current levels, of

incomes, further increases in pri¬
vate debt would be unhealthy.", . •

Dr. Backman pointed out that
"The economy has been dominated
by two broad conflicting trends
during most of 1951 and 1952,
namely, an expanding armament
economy and a declining civilian

economy. Since last spring, some two shares to be issued in
recovery has been experienced in exchange for each present share
civilian lines. While further re- held. A special meeting of siock-
covery is probable, I doubt holders will be called within the
whether we will see an early re- next five weeks to take action on
turn to the peak levels prevailing the matter: *"*"
for civilian lines at the beginning -phe trustees of Mutual Trust,
of 1951. The textile industry has Kansas City, on Nov. 13 declared
usually been characterized by a a dividend of 12 cents per share
two-year cycle in the past. The derived from regular dividend in-
low point for the present cycle corr<e an(j g8 cents' per share from
was reached last spring. Further realized capital gains, payable on
expansion in this industry seems n0Vi 26 to stock of record Nov. 17,
probable in the early part of 1952. This makes a total for 1952
1953." of 48 cents per share from regular
"The combination of seasonal dividend income and 71 cents per

factors, the aftermath of the steel share from realized capital gains,
strike, a large backlog of orders, jn 1951 Mutual Trust paid 56 cents
and the final phase of the defense per share from regular dividend
build-up indicate a continuation income and 63 cents per share
of high level activity for the from realized capital gains,
months immediately ahead. While For the eight m0nths ended Aug.
considerable attention is given to 31 1952 Griesedieck Western
armament spending by many per- Br'ewery Co. reports that net prof-
sons, it must be emphasized that it after incorae taxes were $1,-
the major expansionary influence Q21 291 equal to $1.51 per common
*of this spending is over There share, as compared with $1,187,466,
can be little further stimulus from

Qr $1 g0 per,Common share for the
this source within the framework

corresponding period of last year,
of the present program. Although Current assets at Aug. 31, 1952
expenditures are scheduled to be amou,nted to $7,528,959, against
maintained at peak levels for a current liabilities of $752,890. At
number of months, the next major Dec 31 1951 current assets totaled
change will be downward. There $6q65)05r and current liabilities
are a number of other disturbing were $791 121
factors which are beginning to „ . ' ... , . . '

emerge-and which suggest that, during October totaled
even though the exact timing'ofl ^ d ^ , ...

their impact is difficult to deter- fiS"'?!?'® +uC°m,F?rJn n n H i nV
mine, caution rather than unre- 663>MQ in thee or r^i
strained ontimism would be the ™onth of 1951, or an increase ofstrained optimism would be tne

g } f th f. t t
sounder policy in business."

Missouri Brevities

Dr. Jules Backman

According to Dr. Jules Back-
man, Professor of Economics, New
York University, "No tax decrease
should take place in 1953." Speak¬

ing before the
Thread Insti¬
tute in N e w

York City on
Nov. 13, he
stated that

"Although the
tax burden is

very high, it
is unavoidable
in light of the
high level of
government

expenditures.
Tax reduc¬
tions must

await major
reductions in

government spending. On the basis
of latest projections, the Federal
budget will be some $10 billion
in the red in the current fiscal

year. The first problem is to bring
the Federal budget back into bal¬
ance. Only then can we consider
cutting taxes. If it should prove
possible to reduce government
spending by $7 to $10 billion, this
would only eliminate the present
deficit and would leave no leeway
for tax cuts. It has been estimated
that the scheduled elimination of
the 1951 tax increases would re¬

duce Federal revenues by $8.5 bil¬
lion. To maintain a balanced
budged if these taxes were al¬
lowed to lapse, it would be neces¬
sary to cut government spending
by $15 to $20 billion in the next
t.vo years."
"There are several other factors

which also are important in this
connection," Dr. Backman re¬

marked. "It seems highly prob¬
able that the level of business ac¬

tivity in the fiscal year ending
June 30, 1954, will be lower than
in the current fiscal year. If this

development materializes, it would
have a significant adverse impact
upon revenues obtained from the
current tax structure. Should such
a recession in business activity
take place, it is clear that even a

$10 billion cut in the present gov¬
ernment spending program would
not give us a balanced budget.
Under these circumstances, the
cancellation of the 1951 increases
in income, corporation and excise
taxes will make it necessary for
the government to find other
sources of revenue, if an infla¬
tionary Federal deficit is to be
corrected."

Dr. Backman forecast that "A
decline in business would start

some time in 1953 and continue
into 1954. Declining expenditures
for plant and equipment, the end
of the expanding phase of the
armament program, poorer export
markets, declining profits, and a
reduction in inflationary pres¬

sures, will contribute to this de¬
cline. However, there is no rea¬
son to view with alarm a decline
from today's overstimulated levels
of economic activity. In October
the total number of unemployed
was only 1.3 million, while the
average for the past year has been
less than 1.8 million. With more

than 61 million people working,
the amount of frictional unem¬

ployment due to seasonal factors,
shifts in jobs, and unemployables,
would be expected to average
more than 2.5 million persons. In
addition, the length of the work
week is averaging about two hours
in excess of the 40-hour week due

largely to overtime in armament
industries. These are evidences of
an economy that is moving along
at boom-boom levels. A reduction
in business activity of some 5% to
7% would restore the 40-hour
week and would involve a volume
of unemployment characteristic of

Stern Bros. & Co., Kansas City,
and associates yesterday (Nov. 19)
publicly offered 40,000 shs. of 5xk%
cumulative pfd. stock of Thur¬
ston Chemical Co., Joplin, Mo., at
par ($25 per share) and accrued
dividends. The net proceeds from
the sale of these securities will be
used to pay for plant additions
and any remainder used for work-,
ing capital. The same bankers also
offered publicly 84,130 shares of
common stock*(par $5) of Thur¬
ston at $11 per share, the net pro¬
ceeds of which will go to certain
selling stockholders.

Anheuser-Bush, Inc., St. Louis,
has announced that earnings for
the first three quarters of 1952
were $10,391,651 ($2.32 per share)
as against $10,499,092 ($2.34 per

share) for the same period last
year. Pretax earnings were $25,-
905,312 in the 1952 period as com¬

pared with $23,331,316 in the 1951
period. Net sales amounted to

$160,026,710, as against $133,823,-
498. Af, Sept. 30, 1952, current
assets were $51,605,473 and cur¬

rent liabilities $15,256,661.
The consolidated income account

of Union Electric Co. of St. Louis
and its subsidiaries for the year
ended Sept 30, 1952, showed oper¬

ating revenues of $88,977,826,
against $83,227,663 for the preced¬
ing 12 months' period. Balance
available for common dividends
and surplus was $12,980,767,
against $11,278,421 for the year
ended Sept. 30, 1951. For the quar¬
ter ended Sept. 30, 1952 net in¬
come after preferred dividends
totaled $3,165,297, compared with
$2,676,495 for the corresponding
period of last year.

Hussman Refrigerator Co., St.
Louis, reports consolidated: net

earnings for the quarter ended
Sept. 30, 1952 of $232,693, equiva¬
lent, after deduction of preferred
dividend requirements, to 53 cents
per share on the common stock.
Third quarter earnings in 1951
were $307,057, or 71 cents: per
share. Sales for the period were

$5,231,947, against $4,393,517 in
1951.

Consolidated net earnings, for
the nine months ended Sept. 30,
1952 were $821,609, as against
$1,152,505. Equivalent common
stock earnings for the periods
were $1.89, against $2.74. Sales
for the first nine months of this

year were $14,780,108, compared

the

months of this , year aggregated
$139,066,000, against $131,224,000 in
the like period last year, or an in¬
crease of Q%.
Iu October of 1952, the company

similar operated 274 retail units, com¬
pared with 267 units a year ago,

with $15,801,432 for
period of 1951.

W. B. McMillan, President of and vJh°!7e1Scfle amounts serviced
Hussman Refrigerator Co., on Oct. totaled ^>7*5, against 2,603.
22 announced that both sales and For the nine months ended Sept.
profits for the fourth quarter are 30, 1952, Peoples Drug Stores, Inc.
expected to be materially larger reported consolidated net sales of
than in the fourth quarter of 1951. $39,118,942, compared with $36,-
■In addition, there will be a num.- 493,174 for the corresponding pe-
ber of year-end adjustments which riod in 1951. Net income after
appear at this time to be more taxes amounted to $638,653, equal
favorable than normal. to $1.49 per common share, which
Gaylord Container Corp., .St. compared with $854,553, or $199

Louis, reported consolidated net Per share, for the itrst nine months
income after all charges of $5,544,- 1951. Current assets at Sept.

30, 1952 totaled $12,657,286, while
current liabilities amounted to

228, equal to $2.06 per share (on
2,695,519 shs. presently outstand-
ing), for the nine months ended ^ ,u '

Sept. 30, 1952: This compares with Missouri Natural Gas Co. has
a net of $6,245,512, or $2.32 per been granted authority by the
share, for the corresponding pe- Missouri P. S. Commission to issue
ried in 1951. For the third quarter and sell $250,000 of 4V2 % deben-
of 1952, net after all charges tures and $182,000 of 5% con-
amounted to $1,941,754, equal to 72 vertible subordinated notes, the
cents per share. Net shipments to proceeds to be used to extend
customers for the first nine services in 11 cities. The notes,
months of this year totaled $62,- which are offered to stockholders,
528,116, as compared with $61,378,- are convertible into common stock
027 for the like period last year. at any time until 1977 at the rate
The directors of Kansas City per sbare-

Southern Ry. on Nov. 13 voted to Missouri Public Service Co. on
reduce the par value of the pres- Oct. 21 was authorized by the Mis-
ent preferred stock from $100 to souri P. S. Commission to issue and
$50 per share and to exchange two sell $1,500,000 of 3%% debs, and
shares for each" of the 210,000 use the proceeds for construction
shares now outstanding. The 510,- purposes. At the same time, the
000 shares of common stock (no company was authorized to re-
par value) would also be increased finance $900,000 of 3x/2% deben-
to 1,020,000 shares (no par value), tures due 1970.

Olin Industries

Ely Walker Dry Goods Com. & Pfds.
First National Bank

National Oats

Miss. Valley Gas

Moloney Electric Class "A"

Scruggs-Vandervoort-Barney Com. & Pfd.
Tenn. Production

Natural Gas & Oil

Wagner Electric

Bought — Sold — Quoted

ICHERCK, RICHItL C1NR4NY

Bell Teletype
SL 456'

Member Midwest Stock Exchange

Landreth Building
St. Louis 2, Mo.

Garfield 0225
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The Search foi 0U
—A Risky Business

By JNO. G. PEW*

Vice-President in Charge of Production
Sun Oil Company

After describing methods used in early oil discoveries, Mr. Pew
points out, even under most modern scientific methods, explo¬
ration and discovery of petroleum deposits is not a cut-and-
dried affair and is a risky and expensive undertaking. Claims,
having in view depreciation and depletion allowances, the oil
producing industry has earned smaller profits than manufactur¬
ers engaged in less hazardous businesses. Discusses Tidelands
question, and attacks Federal restrictions on private enterprise.

Ever since that fateful day in
August of 1859 when Uncle Billy
Smith told his boy Samuel to run
like hell and fetch Colonel Drake

because there
Was oil in the

hole, produc¬
tion men have

produced,
along with
their oil, a
number of

theories about

h<p£ to find it.
¥ow pro¬

duction men,
as you mignt
suppose, are
hard - headed

realists who
A

know the odds

against draw¬
ing to an inside straight and who,
for many years, derisively called
anyone with a college education a

"long-hair." Their theories on

finding oil, • you might think,
would be down-to-earth, coldly
logical, and perhaps somewhat un¬
imaginative. But the record shows
otherwise.

Take the theory of the first big-
time wildcatter, Jonathan Watson,
in his day one of the wealthiest
men in Titusville. Back in 1871
an oil journal called him the
"Champion Oil Operator," because
in those days his success in find¬
ing oil was fabulous.
What was his secret? Well, his

wife was a medium, and she con¬
sulted the spirits. The spirits told
her where to drill, she told him,
and that's where he drilled. Later
he hired some other spiritualists
so as not to put too much strain
on his wife. One of these was a

fellow named - James. The record
books tell of James' first venture
into this business. He was driving
along a road in a buggy, when he
felt the spirits tugging at him; As
he told it, the spirits lifted him
out of the buggy, over a fence,
across a field, and threw him to
the earth on a spot which he
marked by burying a penny.
Watson went out later, found the
penny, drilled on the spot, and
brought in a well that made over
a hundred barrels a day.

As you can imagine, the serv¬
ices of this spiritualist James were
very much in demand. He com¬
plied by letting the spirits throw
him all over Elk, Warren and
Forest Counties in Western Penn-'

sylvania. The points at which he
buried his pennies were soon

marked, quite appropriately, by a

long series of dry holes.
Not all production men were so

foolish as to put their faith in
spiritualists. Some put their faith
in dreams and also in doodlebugs.
A doodlebug is a hazel stick
shaped like a "Y." The two prongs
of the "Y" were grasped in the
two hands, palms down, and the
stem was pointed upwards. Car¬
rying the doodlebug in this fash¬
ion, the operator walked across
the countryside until some unseen
force puked the stem of the stick
down. That meant oil underfoot.

Some Modern Findings

Fantastic, wasn't it? Well, Ace
Gutowsky, the man who discov¬

*An address bv Mr. Pew before the
Pennsylvania Petroleum Association, Mt.
Pocono, Pa., Oct. 28, 1952.

ered the famous West Edmond
field in Oklahoma, claimed that
the field had been found by a

doodlebug. And that wasn't back
in the days before scientific ex¬

ploration. That was in 1942.

Yes, even in recent times, theo¬
ries—or more properly, supersti¬
tions—have had a strong grip on
tne oil production business. Some
guy drills a test where he is told
not to—and finds oil. That is the

story of the greatest oil field of
them all in this country—the East
Texas field discovered in 1930 by
a shoestring operator named Dad*
Joiner.

The experts said the field Dad
Joiner discovered could not be
there. They had been over the
territory with their scientific in¬
struments and they said flatly
that the area did not lend itself
to the accumulation of oil. But
Dad Joiner set up his rig anyway
and hit the greatest pool of oil in
the United States.

Before that, the Big Lake field
in West Texas was found in a cu¬

rious manner. Muleskinners were

hauling a drilling rig to a desig¬
nated location picked by experts,
and en route the equipment got
bogged down in a big mud hole.
The teamsters and truckers ig¬
nored previous instructions, un¬
loaded the material in that spot,
set the rig up then and there, and
the test was drilled into a fabu¬

lously productive reservoir. The
original location, as proved later,
turned out to be a "duster." *• v

Now perhaps from what I have
said you have come to the conclu¬
sion that finding oil is easy. You'
marry a psychic woman as ^ did
Jonathan Watson, or make your¬
self a doodlebug as Ace Gutowsky^
reportedly did, or you get a team
of mules stuck in the mud, or you
hire geologists and geophysicists
and get scientific advice as is the
common practice, or as Dad Joiner
did, you scorn all the experts and
drill where you damn please.

Thousands Lost Everything
But for every man who has

struck it rich, thousands have gone
broke. Today the search for oil
is highly scientific—and it is cor¬

respondingly expensive. There are

seismograph crews, at a cost of;
$20,000 to $50,000 per month per
crew (our company alone is pres¬

ently using 28 crews); gravity
meter crews at $8,000 to $12,000
per month (we work five of
these). Then there are the mag¬

netometer, airborne magnetome¬
ter, electrical exploration, radio¬
active processes, sonar devices, as
well as surface geology, subsur¬
face geology, paleontology, chem¬
istry, physics, and other technical
approaches. Remember, none of
these find oil. They are the means
used to try to find structures that
may contain oil;
Yet with all these tools at the

beck and call of the oil explorer,
directly or indirectly, no matter
what method or methods he uses

to locate his well site, the cold
odds against his striking oil with
a wildcat test are 8 to 1. These
odds are not uniform with every¬
one by any means. I have known
several prudent, capable and in¬
dustrious operators w ho have
drilled as many as 100 dry holes
in succession without finding a

barrel of oil. The great Imperial
Oil Company is reported to have
spent over a period of years tens
of millions of dollars in Canada
before discovering commercial
production. The highly respected
and outstanding producing com¬

pany, the "Amerada, drilled 31
wells in a localized area, at a cost
of around $50,000 each, in the
Province of Alberta in 1950 and
all were dry. All of these were
drilled in likely looking territory
—that is, where the prospects of
success were considered good.
To some, particularly to those

who do not live this business ev¬

ery day, even the odds of 8 to 1
do not seem so great, but one must
remember that even though you
strike oil you are not necessarily
in the money. ' Industry figures
show that on the average a res¬
ervoir must be capable of produc¬
ing a million barrels to cover the
costs of finding, drilling and pro¬

ducing it. The chances of finding
a reservoir that big are 1 in 43.
The odds against your finding an
oil pool of over 50 million barrels
—which, admittedly, would put
you in high cotton—are nearly
1,000 to 1.
Modern science, as you can see,

has not made the discovery of oil
a cut-and-dried-affair. Geologists
and geophysicists can help greatly
in the location of certain types of
potential oil bearing formations,
and they have found many pools.
But other types of formations can
be located only by drilling on a

pure by-guess and by-gosh basis.
Such guesses cost on the average
about $90,000 apiece, according to
industry figures.

Searching for oil will probably
always be a needle-in-the-hay-
stock proposition. All the oil fields
in Pennsylvania cover less than
1% of this State's total area. More
than half the production in Wy¬
oming—though widely scattered—
if assembled in one area would be
no more than six square miles in
size. The famous Spindletop pool
in Texas covers nd'more than 200

acres—about the.size of two golf
courses.

Of course, there are some large
fields such as East Texas, Scurry
and the Spraberry trend, but they
are exceptions. Most of the fields,
including some of the most pro¬
ductive, are so small as to be but
pinpoints on a good-size county
map. That is one reason finding
oil is still a painstaking and haz¬
ardous business.

I should be happy to spend my
time tonight just talking about the
physical job of finding and pro¬

ducing on, for that is a subject I
never tire of. Unfortunately, how¬
ever, an oil producer has a great
many other things to contend
with. I have little use for the

advocates of a planned economy
in which everything is planned
except economy. And I find my¬
self very impatient with those op¬

portunists who, under cover of a

national emergency, can think up
a dozen sacrifices a day that it
wouldn't hurt some other fellow

to make under their direction.

Some of these geniuses at plan¬
ning sacrifices for others have
been arguing against oil's percent¬
age depletion allowance, calling it
a windfall and a tax loophole.

Defends Depletion Allowance

Percentage depletion is simply
a lawful deduction granted oil
(and certain other natural re¬

source industries) in the computa¬
tion of tax on income from pro¬

ducing properties. Its purpose is
to encourage investors to risk
money in the hazardous business
of finding and producing oil. Re¬
member that the oil operator
sperms his money drilling holes in
the ground. Contrast his situation
with the manufacturer, who does
not have to build numerous fac¬

tories before he finds one that
will make his product, or with
the merchant wo does not have
to build numerous stores before
he builds one from which he can

sell his merchandise. Neither the

manufacturer nor the merchant
has to make expenditures com¬

parable with those of the explorer
for oil or gas in order to locate
his business establishment. And

both, when they invest their
money, have something tangible
to show for it. But the oil opera¬
tor has a hole in the ground,
which, unless it contains gas or

oil, is not worth two cents to any¬
one. I've already told you that
the odds against any single wild¬
cat well containing enough gas and
oil to pay the cost of it are 43 to 1.

Illustrates Risk

Let me explain the risk this
way. Suppose you were asked to
invest in a string of 43 service
stations at an average cost of
$90,000 each. The chances were,

you would be told that 37 of tnese
would be total losses from which

you'd not recover a penny Of the
others, five would probably bring
some return, but not enough to
cover costs. And only one would
be likely to earn enough over the
years to be considered profitable.
You'd say that no matter how

profitable the successful station
was, the tax laws wouldn't permit
you to retain enough money to
make up the losses incurred by
the other 42.

The oil producer would face a

similar situation if it weren't for
the depletion allowance. But with
this authorized deduction he has
a chance, providing he drills some
successful wells, to recapture the
capital he loses in dry holes. It
was to give the oil producer this
chance and so keep him in a posi¬
tion to continue searching for oil
that in 1926 Congress first passed
the percentage depletion law in its
present form. At every session
since, percentage depletion has
come up for reconsideration by
Congress, and in each instance
Congress has voted overwhelm¬
ingly to continue this allowance
to venturesome' oil operators.

Not a 'Windfall
.

^ '' ' fc • t" ■ v • i

That this allowance has not been

a windfall is shown by the fact
that during the past 25 years the
oil producing industry has earned
a much smaller profit than has
been earned by manufacturing in¬
dustries which are not engaged
in the hazardous business of ex¬

ploration. And proof that per¬

centage depletion has been doing
the job it is intended to do—en¬
couraging investment in oil wells
—is furnished by the fact that oil
operators in the United States are

drilling upwards of 45,000 wells
during the current year. Twenty-
five years ago the number of wells
drilled annually was about 20,000
less.

Many people who are not famil¬
iar with oil fields seem to have

t t * ...

the idea that a typical oil well
gushes forth with hundreds if not
thousands of barrels of liquid gold
every day. That idea was fostered
by early day oil stock promoters,
who would open up their wells so

they could take pictures which,
might induce the unwary to in¬
vest in their stocks. Wells that
were opened up like that usually
were short lived, and much oil
was wasted. Today we hold back
our wells to the point that the
average oil well in the United
States produces but 12 barrels oi
oil daily. 70% of all producing
oil wells are stripper wells whose
average yield is only two-and-a-
half barrels a day. These stripper
wells are often expensive to oper¬
ate and in many cases would have
to be shut down, with permanent
loss of the oil in them, if it weren't
for the fact that percentage de¬
pletion gives the oil produced an
added value to the operator. The
depletion allowance for an oil

operator; for your information, is
a tax deduction of 27V2% of the
gross income from each producing
property, providing that this de¬
duction does not amount to more

than 50% of the net income from
each property. You can readily
see how this provision would en¬

courage the operation of other¬
wise uneconomical wells and thus
contribute importantly to the con¬
servation of our petroleum re¬
sources.

So legally, historically, ethically,
and practically, percentage deple¬
tion is justified and sustained. To

put an end to it, as some ill-ad¬
vised people have urged, would
spell the end of the wildcatter,
and, in a short time, of the entiio
domestic production business un¬

der private operators.

The "Tidelands" Question

Another subject having political
ramifications concerns the ques¬
tion, who is legal landlord of th >
tidelands? Both the Federal Gox •

ernment and individual 'coasts t
States have claimed1' these area j

lying between the coastlines and
the Continental shelf. In the Gul.«:
of Mexico and off the coast of
California the tidelands are

thought to contain billions of bar¬
rels of oil and trillions of cubic
feet of gas.

It was just three years ago that
the ' Federal Government first

seriously asserted its claim to the

tidelands, which the States in¬
volved, even since their entry into
the Union, had had every reason to
believe were owned by them. But
two years ago the Supreme Court
upheld the Government's -c&&\
Since then all operations by oil
companies in the Gulf have been
practically at a standstill, chiefly

Continued on page 33
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Next Four Years in Government
By WESLEY S. IZZARD*

Editor and Publisher

The Amarillo "Daily News," Amarillo, Tex.

Picturing the Eisenhower victory as giving nation "four years
of grace," in which to stem the tide of socialism and statism,
Texas editor advocates as means to this end: (1) alertment to
what goes on in Washington; and (2) a crusade that will carry
us back to the Constitution. Concludes there are no grounds for

complacency on outcome of election.
I have been assigned the topic, firmed in the sanctity of

"The Next Four Years." Tnis tneir vision pincned and narrow,
pieasea me no e^u. b^ause. b^ng are still dazeu and bewildere .
a procrastinator, it gave me some Tnis was the_year oft e> P
Pvr„5p inr not ical amateur. Tne young people,

the women, the white collar
excuse for not

preparing this
paper until
after the elec¬

tion. After all,
who could
talk about t^e
next four

years until he
knew tne po¬
litical c o in -

plexion the
countrywould
assume?

I suspect
that most of

you—at least
55.4% of you,
assuming that you represent a

worker — millions of Americans
aroused for the first time, politi¬
cal,y— trooped first to their
neighborhood conventions, then
to the polls, to protest or to en¬
force as individuals.
Tnis stress on t^e individual is

the most wholesome thing that
nas happend to us in 20 years,
jtcause America was founded
>n tne inaividual. It means that
Americans are instinctively re¬

aming to the faith of their fa¬
thers, having grown weary, or
irightened, of the alien philoso¬
phies that had been sold them.
You see, this iaea of the indi-

crciss-section of the voting public vidual is what is back of the
— are pieased witn tne outcome dream of the American Revolu-
of the election. Although I shall tion. It began a century and a
curb the tendency natural to .arf before the Revolution, when
every newspaper columnist and the Pilgrims came to the wilder-
radio commentator to analyze ex- ness of New England, bringing
haustively the election results, I a new concept of Christianity,
should like to say just this: This concept was based on the in-
Nothing could have happened dividual. It was the realization

that would have provided so of the command, "Work out your
broad an opportunity for unity own salvation." . . . The whole
as the very thing that did happen. New Testament is based on the
It was a landslide for the man, .ndividual. Nowhere in it, so
Eisenhower; but only slim victory >ar as we know, is there any
for the Republican party. This is reference to a man-made political
good. The landslide for the man, structure to which we must bow
Eisenhower, indicates that the —except, of course, for Jesus'
American people were voting for wise counsel, "Render under
morality and common sense, Caesar the things that are Cae-
rather than party. This surge sar's, and unto God the things
toward morality and common h.at are God's."
sense broke down barriers never This Christian idea of the su-
before breached. The tendency premacy of the individual was
of Americans to divide themselves translated into politics by the
into blocs and groups was American Revolution. It was not
stemmed, for the people voted not done deliberately, by a commit-
as blocs or pressure groups, but -ee, or a convention of men. It
as individuals—as Americans . . . sprang from the hearts of men—
The Republican Party lagged of inaividual Americans,

far behind the man, Eisenhower; The great fact in American his-
and this, too, is significant. It is lory is this— and it should be
wholesome because the party, remembered by every citizen at
itself, cannot claim it has a man- every election: "The American
date from the people to carry out Revolution had no leader." The
its traditional policies. It was the inaividual—the "little man," for
man Eisenhower, who got the want of a better term—sparked
mandate; and the party must now this great movement for freedom,
submit to Eisenhower's efforts We have run across a paper-
to unify it. The party, for ex- backed book titled "Mainspring"
ample, cannot claim to« have that expresses this idea su-
cracked the Solid South. Eisen- premely well. This book, sub-
hower did that. The party did titled "The story of human prog-
not break down ethnic and re- rees*and how not to prevent it,"
ligious barriers, Eisenhower did was written by a businessman
that. Indeed, much of the success who identifies himself only by
of the party, itself, can be at- the initials H. G. W. It is pub-
tributed to the momentum pro- lished by the Foundation for
duced by the man, Eisenhower. We Economic Education in New York,
will never know how many Re- Here's the way the author be-
publican Congressmen, Senators gins his chapter on "The Un-
and Governors rode in on Ike's known Individual": "The war for
flying coattails. . , Arperican independence.was be¬

gun by the individual. He was
The Role of the Individual asleep in his bed when someone

But I promised no exhaustive pounded on his boor and shouted
analysis of the election. I want out in the night, 'The troops are
to talk, instead, about one word coming.'
—one idea—that I think is the "But what could he do? He was
most important word, or idea, to only one man against the armed
emerge from this political up- might of Britain. If he had been
heaval. The word is "in "ivic ual." a King, a Czar, a Potentate—then
The idea is the role of the in- he could have solved vast prob-
dividual in the American scheme Jems and done great things; he
of things. could have brought the powers
Americans last week voted for of Europe together in harmony,

an individual. They voted as in- and made an everlasting peace
dividuals. They did not vote for ani prosperity around tfye world,
a Republican, or as Republicans. "But he was not a King, not a
You Texans k-ow that better than Royal Governor, not a rich man,

anybody. And the old pro poli- n°t an important man. He was
ticians, steeped in politics; con- Just one little man—unknown to
——-

JJ anyone outside his own neighbor-
address by Mr. Izzard at the 21st hcod So What COUld hp do?

Mid-Continrnt Trust Conference of the "Tiru i. u * i *
American Bankers Association, Dallas, Why ShOUld he take the
Tex* Nov. 13, 1952. initiative? Such things usually

cleared up—they always had. So
why not let nature take its
course? * This was no time to be
foolhardy. One should keep
calm, use his head, and consider
the practical aspects. And he had
his family to think of. What
would become of them?
"Most men felt that way. They

knew they could do nothing and
they had better sense than to
try. That night in Lexington
many of them stayed in bed.
"But the unknown individual

chose in his own mind between
submission that looked like safety,
and rebellion that seemed utterly
hopeless. Many respected citizens
were against him. His teachers,
the writers of books, were against
him. Men in high places, many

widely known men, stood
staunchly with the King.
"But the unknown individual

had the courage of his convic¬
tions. He got up. He put on his
clothes. He took his gun and went
out to meet the British troops.
Not acting under orders, not led,
not wanting to be the leader, he
stood on his own feet, a respon¬
sible, self-controlling person, and
fired the shot heard 'round the
world.
"The sound of that shot said

that man is a free agent—that
government is the servant rather
than the master."
So writes H. G. W., the busi¬

nessman, in his fine little book,
"Mainspring."
There were other individuals,

well known to the school boy

studying American history, who
helped build the dream. There
was a fellow who lived in Boston
and ran a shop in which he made
articles of silver. He also was an

experienced copper engraver, and
made cuts for newspapers. He
didn't have a great deal of school¬
ing, but he did have ideas about
freedom and tyranny. Back in
1774 he was one of a panel of
grand jurors who refused to serve
because the British Parliament
had made the judges independent
of the people for their-salaries.
A few months later he helped
gather a band ot patriots who
disguised themselves as Indians
and boarded a British ship in
Boston harbor. They threw the
cargo of tea overboard, because
the British King had slapped a
tax on the goods without giving
the colonists representation in the
government ... and a few months
later, he was the man who
mounted his horse to ride from
Charleston to Lexington in the
dead of the night to give warning
of the approach of British troops
from Boston.

His name, of course, was Paul
Revere. He was not a govern¬

ment official. He was not a gen¬
eral of the army. He was not
rich or well educated or impor¬
tant. He was a craftsman; a
skilled worker, we would call
him today.
The rebellion that was started

spontaneously by Paul Revere
and men like him is still going
on. It has been called "the con¬

tinuing Revolution." This revolu¬
tion is dedicated to an idea that
some of us are losing sight of.
It is the' proposition that every
man has the right—yes, the re¬

sponsibility—to climb on his horse
and fide through the streets,
warning that the British are com¬
ing. This is still the land of the
individual, and the revolution
against too much government is
still going on.

In politics, we Americans have
a tendency to let down just when
we should begin to fight. A lot
of us are so relieved over the out¬

come of the election that we

have already begun to settle
back complacently for a spell of
four years of uninterrputed
moneyr-making and relaxation.
But if ever there was a time
when a crusade should be

launched, it is now.
The forces that call themselves

liberal, but which in reality are
Continued on page 37

From Washington
Ahead of the News

By CARLISLE BARGERON

Carlisle Bargeron

One of the better known Leftist columnists has described viv¬

idly how the Washington lobbyists are smacking their chops in
anticipation of the happy days ahead under the Republicans. The
facts are, instead, that this gentry, constituting, incidentally, our
best residents, after their initial rejoicing, have
gone in for more sober analysis of the events
to come and are wondering why they didn't
vote secretly for Stevenson.

The brutal truth is that under the Repub¬
licans, Washington will not be anything like
the happy hunting grounds it has been for the
past 20 years. You don't need firemen unless
there are fires and the Republicans don't start
fires.

When the Republicans captured the 80th
Congress, the National Association of Manu¬
facturers promptly let go half of its Washing¬
ton publicity-news staff. One of our more
recent profitable industries was the Tidelands
oil lobby. A friend of mine was getting $40,-
000 a year out of it and was one of the best

spenders at our country club. Eisenhower an¬
nounced he favored State ownership of this oil which means that
when Congress again passes a bill providing for that he will sign
it. The Tidelands people manifestly don't need my friend any
more.

I don't know of any greater joy to run through the Washing¬
ton legal fraternity than when the Department of Justice instituted
the so-called international oil cartel case. There seemed to be

ample livelihoods here for members of the legal profession for
years to come. I predict this widely criticized case will be dropped
shortly after the new Administration comes in, and the disap¬
pointment this will create among my lawyer friends is more than
you can realize.

The anti-trust branch of the Department of Justice will be
de-emphasized, you can rest assured. The New Dealers or Fair
Dealers, many of them just out of college, used to sit up nights
thinking up activity against business. It was not unusual for them,
after creating enough business for their lawyer friends, to step
out of the Department and join up with them in their firms.

Similarly, the Federal Trade Commission has been a full feed
trough for our barristers. Unquestionably its penchant for harass¬
ing business will be sharply curtailed. In time, there will be less
heat against legitimate business from all of the regulatory
agencies. With less heat from them, business will need fewer
Washington representatives on the scene. To the degree that
Eisenhower suceeds in taking the emphasis off of Washington, to
the extent he succeeds in returning to the States their powers and
responsibilities, to that extent, business will need fewer repre¬
sentatives here whether they be lawyers, publicity men or just
lobbyists. So the only ones who are happy about the prospects
are those who have not given the situation a cold analysis.

Fortunes have been made in Washington in the past 20 years

out of one's know-how, and in many instances know-whom in the

government. And I certainly do not mean to say this will all come
to a sudden end. But I am convinced that it will be a long time
before Washington is what it has been. There will be work for

those who make a profession of dealing with Congress and the

bureaus, of course. For one thing, it should take a generation to

get undone many of the things the New Deal has done. But I am
afraid the cream has largely been taken off the trade. Twenty
years ago had I known what was coming, I am sure 1 would have
trained my son to be a lobbyist or a politico lawyer. I wouldn't

today. Why, sometimes I get the impression from the fellows out

at my country club that Washington is liable to become a distress
area. You may say it is a mighty fine thing for the country for
this to be so. But it is not mighty fine for Washington and instead
of rejoicing around here in some of our most substantial families,
there is genuine grief. I

Consider the labor leaders who here in Washington break
bread at our most fashionable dining places. You can already see

;the lessening of the strut in those boys. It isn't, as I see it, that
any punitive legislation against them is to be enacted. But they
won't be permitted to take over the place. Most important, inso¬
far as our local merchants are concerned, they won't be encour¬

aged to come to Washington with all of their, grievances. They
will be forced to settle more of them on the local level.

And if the Republicans really effect a substantial reduction
in government spending and in military spending, it is hard
to visualize what it will do to Washington. Now that I think of
the excitement, the confusion, the contention of the past 20 years,
I realize that I shall miss it. I have become keyed to it. Frankly,
I teel sort of a let-down like the end of a war.

Stone With L. B. Gage Kramer, Makris & Co.
(Special to The Financial Chronicle) Formed in Houston

SPRINGFIELD, Mass.—A. Car¬
lisle Stone has become associated
with L. B. Gage, 1387 Main Street.
Mr. Stone was previously with
Joseph F. Jordan & Co., Walston,
Hoffman & Goodwin, and was

Springfield representative for F. L.
Putnam & Co. Inc.

HOUSTON, Tex. — Thomas A.
Kramer and M. A. S. Makris have
formed Kramer, Makris & Com¬
pany with offices in the San
Jacinto Building. Mr. Kramer was
formerly proprietor of Kramer &
Company. Mr. Makris was with
Harris, Upham & Co.
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Defense Spending Stretch-Oat—
A Stabilizing Economic Force

By HARRY A. BULLIS

Chairman of the Board, General Mills, Inc.

Prominent industrialist, commenting on policy of extending de¬
fense spending over longer period than originally planned, says
this will reduce or curtail inflationary trend, and thus lead to
stabilization of the economy. Foresees increase of 3%-4% in
national production in 1953, and concludes "further inflation is
not in prospect," since new forms of economic activity can

prevent a deflationary trend. Maintains taxes can be reduced.

Harry A. Bullis

The phrase "stretching out the
stretch-out" has been used to

describe what is happening in the
economy as related to defense
spending. At
one time,
plans for de-
fense envi¬
sioned a level
of $85 billion
to be reached
at the end of
three years. A
year ago, the
new defense

budget showed
a considerable
reduction i n
a n tknpated
maximum.
When Presi¬
dent Truman

presented his
annual budget last January, the
estimates were still further re¬

duced, and he informed the coun¬

try that we would "stretch out"
our rate of defense spending to
do in four years what had earlier
been planned for three years.

Today it appears that the rate of
defense spending has been slowed
down even more.

Effect of "Stretch-out"
Defense Spending s

As a result of the "stretch¬

out," defense expenditures will
not rise as steeply as we had at
first expected. Nor will they sub¬
side as rapidly later on as we had
thought. Therefore, they will
continue to be a stabilizing force
in the economy.

In the coming 12 months, the
increase in outlays for defense
will probably be around $6 bil¬
lion. This amount is not large

compared with the $15 billion
increases in each of the first two

years after Korea. We are ap¬
parently almost nine-tenths of the
way to maximum defense expen¬
ditures. The remaining distance
to the top is not great.
While we have not yet reached

the peak of defense spending, we
have already had the economic
impact. This came in the first
year after Korea, when defense
outlays increased $15 billion and
industry spent another $15 billion
for inventories and equipment
getting ready to do its part in
defense production. Then at the
same time, consumers increased
their purchases by almost $20
billion because they believed
there might be shortages of con¬
sumer goods. Thus the impact of
spending on the economy was
$50 billion in the aggregate. .

In the second year after Korea
defense spending rose by another
$15 billion, but all other increases
in spending amounted to only $3
billion compared with $35 billion
the year before. Production in¬
creased by practically the full
amount of added output that was
wanted and inflationary pressures
were greatly reduced.
The first year's impact of large

increased spending was accom¬

panied by inflation which resulted
in a 9% rise in the cost of living.
During the past year and a half,
the cost of living has moved up¬
ward but at a very much slower
rate. In September 1952, the con¬
sumer price index was 190.8 as

compared with 189.1 in January
1952. This is an increase of 9/10
of 1% in the first nine months of

the year. Wholesale prices are
about 5% under the 1951 peak.
Prices of farm products are lower,
especially meats, fats, and oils.
The effect of the "stretch-out"

in defense spending has been to
bring about a better relationship
with the production which can be
devoted to defense without dis¬

rupting the rest of the economy.

The Year Ahead

Looking ahead to 1953, we
know that defense spending is
scheduled to increase another $6
billion. > Business expenditures
have been remarkably steady for
the past year and a half. The
decline in inventory accumula¬
tion .has probably come to an end,
but there is nothing to indicate
that inventories will start to in¬
crease again. House construction
will probably be no higher next
year. Net investment abroad is
neither large nor changing ap¬

preciably. So the field for other
increases in spending is narrowed
down to the consumer.

Consumers are prosperous. Per¬
sonal incomes are at the highest
level in history and are still in¬
creasing. These high incomes
support consumer spending at a

high level which reached the rate
of $216 billion for tne third quar¬
ter of 1952. This was $10 billion
higher than a year earlier. Now
that credit controls have been

ended, it is not likely that con¬
sumer spending will increase
another $6 to $8 billion next year.
Thus is 1953 we shall probably

see total outlays in the economy

rising by from $12 to $14 billion.
I believe that rising production
will just about be sufficient to
supply this added demand. The
increase in the labor force, to¬
gether with increasing produc¬
tivity, should easily boost national
production by from 3% to 4%.
As a result, there should be no

further inflation in the year
ahead. There will be plenty of
complaints and problems and
issues, such as continually con¬
front the American people, but
in 1953 we should enjoy a year
of reasonable stability such as

we had in 1952. I do not look
for any great swing in the econ¬
omy during the coming year.

Looking Further Ahead

If it appears that further in¬
flation is not in prospect, what
about deflation? A dynamic econ¬

omy such as ours cannot main¬
tain a position of static balance.
We have seen two and one-half

years of intense productive ac¬

tivity. We will soon reach a peak
in defense requirements and we

should be thankful when defense

spending levels out and begins to
decline, even though it means
some economic readjustments.

By this time next year, we will
probably be faced with the pros¬

pect of some decline in defense
outlays and also some decrease
in expenditures by industry for
plant and equipment. Such de¬
clines, taken together, may
amount to $10 or $12 billion, or
even more in 1954. A decline of
$15 billion would be less than a

5% recession of production.

Knowing that such a decline is
in prospect when defense spend¬
ing declines, how can we pre¬

pare for it? I believe the best

way is to find new forms of eco¬
nomic activity to take up the-
slack. Some of these new forms
of economic activity or buoyant
forces are:

One, American consumers will
still have high incomes and their
expenditures will very likely con¬
tinue to increase, not only for the
necessities of life but for new

refrigerators, rugs, and other
equipment. We have not caught
up with the need for housing,
and construction of new houses
can show a considerable gain.

Two, we need at least 500 tele¬
vision stations in sections of the

country as yet unequipped and
there will be a market for per¬
haps 20 million television re¬
ceivers. This new business could
exceed a billion dollars a year
for several years.

Three, demands and outlays for
super-highways are growing by
leaps and bounds. New Jersey,
Pennsylvania, New York, Ohio,
and West Virginia are building
such roads, and North Carolina
and Wisconsin have some in the

planning stage. We know how to
finance them without help from
Washington and they pay their
own way. , , . ■ ; •'
; Four, we are on the verge of
expansion in. the form of huge,
well - planned and integrated
shopping centers in suburban
areas. In my own city of Minne¬
apolis three such centers, each
costing $10 million, have been an¬
nounced during the past few
months. Many more such projects
will be needed in other localities.
Those planned in Minnesota will
probably be in the building stage
by 1954, just about the time when
they will have a beneficial effect
upon the private economy.

Five, high wage rates make
labor-raising equipment more and
more important, and expenditures
for machinery to increase pro¬

ductivity promise to pay off in
added profits. Therefore, it is
quite possible that capital expen¬
ditures of business will be sus¬

tained on a fairly high level.
Six, our banks are in good liq¬

uid condition and can be counted
on to help finance sound projects.
While our personal and mortgage
debts are large, they are generally
financed on a sound amortization
basis.

Seven, population growth is the
largest in history. The increase
in population during the past 10
years was almost three times the
growth in the 1930's. We have
55% more children under five

years of age than 10 years ago
and we have more older people.
The working force, however, is
growing slowly. Thus labor will

be scarce for another 10 or 15

years, wages will be relatively
high and there will be great need
for new and improved machinery.

Taxation

One of our most important
problems is taxation. Taxes are
so high and take such a large
part of personal and corporate
incomes that incentive is di¬
minished. I believe that taxes

can be reduced soon if the gov¬
ernment will put forth real effort
to

, eliminate all unnecessary
spending for non-defense pur¬

poses and do its utmost to get
more for every defense dollar that
is spent.
For the past three years, we

have paid for more than 90% of
our military spending by taxation.
This compares with 32% of World
War I and 46% in World War II.
As a result, we should be able to
reduce taxes dollar for dollar as

defense spending declines.
The Excess Profits Tax and one

or two other taxes should be
allowed to expire June 30, 1953.
The Excess Profits Tax especially
should expire. By and large, the
tax collector now says that in¬
come over five-sixths of what a

company earned before Korea is
"excess" profits, and the Govern¬

ment takes 82% of that. There is
little sense in a tax, even in a pe¬
riod of building up our defenses,
that curtails expansion; that limits
the amount of growth capital for
small companies; and that pena¬
lizes the stockholders— the risk
takers. The excess profits tax
should be repealed.

*

Tax reduction will give the
economy a tremendous lift. It will
restore the hope of workers that

they may be able to balance their
personal budgets and it will stim¬
ulate business when management
can increase dividends and plow
back more earnings for growth.

Conclusion

I believe our economy is essen¬
tially sound. Production and

spending for all purposes are

substantially in balance, and I do
not look for additional inflation.
Neither do I believe that we will
have deflation. When defense

spending reaches its peak and
levels off, there will probably be
a small decline in total national

production, but I believe that in¬
creasing consumer and business
expenditures will tend to offset
the decline, particularly if taxes
are reduced and the general psy¬
chology such that people and
business are willing to spend.

Reveals New Trends in Cigarettes
Robert M. Ganger, President of P. Lorillard Company, reports
within less than decade, as much as 50% of cigarettes will

be the new king-size and filter types.

Robert M. Ganger, President of
P. Lorillard Company, in an ad¬
dress before the New York Society
of Security Analysts on Nov. 13,
predicted that by 1960 as much as
50% of cigarette sales may be ac¬
counted for by king-size and filter
types.
Mr. Ganger pointed out that the

changes now going on in cigarette
business may be almost as drastic
in certain respects as the change
from Turkish cigarettes to domes¬
tic blends during World War I.
In Switzerland, he said, "the one

country most aware of health fac¬
tors," the filter cigarette has come
from nowhere to over 50% of total

cigarette sales in a few short years.
Other countries, he added are also
reporting sharply increased con¬

sumption of filter types.
Here in this country such brands

are showing important gains, too,
he continued, adding that this year
"U. S. sales of filter cigarettes
have risen about 50% in volume
over the same period a year ago."
About 2% of all cigarettes sold in
this country, Mr. Ganger stated,
are of a filtered type, equivalent

to the same position of the king-
size 12 years ago. Today the king-
size cigarette accounts for about
17% of total tax-paid unit sales.
Mr. Ganger also stressed the

dramatic change that has occurred
in the distribution of cigarettes,
pointing out that today more than
one-half of smokers usually buy
their cigarettes at supermarkets
and other food stores. He coupled
this with shelf position as being
of primary importance in the mer¬

chandising of cigarettes.

With Walston, Hoffman
(Special to The Financial Chronicle)

SAN FRANCISCO, Calif.—Wal¬
ter T. Pinska and John T. Price

have become affiliated with Wal¬

ston, Hoffman & Goodwin, 265
Montgomery Street, members of
the New York and San Francisco
Stock Exchanges.

D. J. Frees Opens
SCARSDALE, N. Y.—Daniel J.

Frees is engaging in a securities
business from offices in the Har-
wood Building.

This announcement is not to he construed as an offer to sell or as an offer to buy the securities herein mentioned.
The offering is made only by the Prospectus. ©

370,000 Shares

Smith-Douglass Company, Incorporated
Common Stock

$5 Par Value

Price $18 per share

a

Copies of the Prospectus may be obtained from the undersigned only
in states in which the undersigned is qualified to act as a dealer m
securities and in which the Prospectus may legally be distributed.

F. Eberstadt & Co. Inc.

November 18, 1952
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Agriculture and Big Government
By EARL L. BUTZ*

Head, Department of Agricultural Economics *
Purdue University

Asserting root of evil in Federal agricultural programs is broad
system of direct subsidy payments, Dr. Butz charges Agricul¬
tural Department's Production and Marketing Administration
has become a political tool and an administrative bureaucracy.
Says Federal agricultural programs have lost their bipartisan
character a^d American agriculture faces a political challenge
in day^ ahead. Holds price ceilings and price supports go to¬
gether, but farmers don't want price ceilings. Advocates no

_ « restraint be placed on individual farmer.

eminent. In order to qualify for
ijOil conservation payments, price
support loans on crops and live¬
stock, and other forms of direct
government aid, individual farm¬
ers have found it necessary to
follow prescribed production and
marketing practices, curtail the
production of certain commodities,
and expand the production of
others, or do various other pre¬
scribed things. Important man¬

agerial decisions have been trans¬
ferred from the individual farmer
to the central planning agency.
In some cases this has been
voluntary on the part of the in¬
dividual farmer, and in others
compulsory.

The advent of a Republican Na- welfare. There is some evidence
tional Administration probably that Henry A. Wallace, Secretary siderableconsequ 11 e ja J
will not restore our Federal agri- of Agriculture from 1933 to 1941, years is the effort f action,agen-
cultural programs to a bipartisan conceived his function to be to eies in the Department of Agri-
basis, or save
the Depart¬
ment of Agri¬
culture itself

from further

prostitution
for political
ends, unless
we can shortly
correct the

root of the

evil and dis¬

continue the

broad system
of direct sub¬

sidy payments
from the

United States

Treasury to
some three

promote the welfare of agriculture culture to assume the role of
5. . . xi _ "«nnkpsman" fnr American farm-spokesman" for American farm¬

ers on matters pertaining to agri¬
cultural policy. This reached a
climax in the summer of 1951,
with the "Family Farm Policy
Review" conducted by the United

Earl L. Butz

million individual

first, and the public welfare
second. In any event, emphasis in
agricultural programs shifted in
that direction. The present Secre¬
tary of Agriculture, Charles Bran-
nan, appears to have gone a step ,

further. There is considerable States Department of Agriculture
evidence that he conceives one of «*11 agricultural counties in the
his functions to be to run the nation. This was ostensibly an at-
Department of Agriculture so as tempt of the Secretary of Agricul-
to promote the welfare of the ture to get bona fide farmer;re-
party and to perpetuate the Ad- fiction and suggestions to the
ministration in power. various action programs of the
The practice of using the P.M.A. Department. However, the whole

as a quasi-political organization procedure was vigorously attacked
cannot be corrected merely by by a number of agencies, among
changing administrations and by which the American Farm Bureau
changing Secretaries of Agricul- Federation was foremost, as an
ture. With some 3 million farmers attempt on the part of the Secre-

farmers': This wOulTmake possible ^c?.ivjn|.e?eckTs directly from the tary-s office to develop pressure
a substantial curtailment of fjte United States Treasury tor doing tj ,
sprawling, quasi-political Produc- °r not domS something, and with Congress_both Mu¬
tton and Marketing Administra- an organization to administer such templated actioi programs of the
tion set up to administer such f. Program hat provides a direct Department of Agriculture,
payments ' lne of c0n^act between the po- The controversy centering
L Htical hierarchy in Washington around the family farm policy re¬in order to administei the gov- and tbe individual farmer at the view last year focused attentionernmenta subsidy program to grass roots 0f America, the temp- clearly on the question of "Whoindividual farmers, there has de- tation to use such a system for should representAmerican farmers

veloped over the last 20 yeais an political ends is almost irresistible, before the Congress?" Should it be

nSlpntVeJm+w Given time' a new Secretai'y of farmer organizations themselves,Department, of Agriculture that Agriculture under a Republican or should it be employees of thereaches into every agricultural Administration would find himself U.S.D.A., itself a branch of the
r?1®?ca' subject to the same temptations executive division of government?

and to the same pressures to use
the system for political ends. In
the long run, this condition can
be corrected only by removing
the "temptation," consisting of a

subsidized food for American

consumers; whether we want to
impose limitations on the size of
production units on American
farms; whether we want to ration
"production rights" among farm¬
ers; and whether we want to con¬

trol the individual farmer or ex¬

ercise over-all control of the

agricultural industry, leaving the
individual farmer relatively free.
We have pretty well decided

in agriculture that we don't want
price ceilings. But we're far from
agreed about high-level price sup¬

ports. Many of our farm people
don't realize that in the long run

they can't have high-level sup¬

ports without also taking price
ceilings. The two go together. If
we insist on a free market on the

high side, we must learn to live
with a relatively free market on

the low side also. If we insist on
market and price controls on the
low side, we must also be pre¬

pared to accept them on the high
side of the market.

We should convince ourselves

and those whose thinking we in¬
fluence that we must strive for a

farm program free from restraints
on the individual farmer; one that
promotes the general welfare of
agriculture; one that encourages
full production; one that some¬
how lets the individual farmer

manage his farm according to the
principles of good farm manage¬

ment, and lets him be efficient;
cne that doesn't place restraints
upon his output; one that some¬
how doesn't come along with a

20% cutback in production of
this or that crop. We need a

long-time program that doesn't
lead us blindly into a policy of
curtailed output, because never
can any sector of our economy
be prosperous unless it produces
fully. The essence of wealth, and
of well-being — the essence of
prosperity in America—is a full
level of production. We must pur¬
sue a program that somehow en¬

courages that. We must pull for a
flexible program. But above all,
we must keep producing.

Upward Wage Pressures Will
Lessen, Says Mrs. Wickens

Labor Department official discloses employment is at peace¬
time high, with 600,000 fewer unemployed than even during
1947-48 prosperity. Believes upward pressure on wages will

flatten out in 1953.

This is the Production and Mar¬

keting Administration, which has
state, county, and township com¬
mittees. At the present time, there
are some 9,000 county committee-

This question has not yet been
resolved.

men and some 85,000 township and general system of direct payments
community .committeemen, the t0 individual farmers,
latter serving mostly on a part- Governmental aid to American
time basis. Although personnel of agriculture has been more and
these committees are elected by more taking the form of direct
farmers themselves, in practice aid to the individual farmer,

Ane authority in the whole which is extended in return for

Early Programs Were Bipartisan
In earlier years, agricultural

programs at the Federal level
were largely bipartisan. Congress
may have divided geographically
on issues involving agricultural
subsidy, but it seldom divided
politically. This was also true

pma — ~ — during most of the Roosevelt ad-
frnrn wl^bVnccfrvn ic*h tvfi h*s compliance with some particu- ministration. However, with the
states ta theInnntiJ lar action Program promoted by development of a strong pressure
^ ' ! f , <u o the U.S.D.A. This philosophy of group in agriculture composed
fhe P.1V1.A., acting for the Sec— aid to farmers has been developed, largely of personnel employed by

retary of Agricultuie, administers in the main, since the advent of the agricultural action agencies in
the distribution. of agricultural the first Roosevelt Administration government itself it was inevita-
conservation payments to individ- in 1933, when Henry A. Wallace ble that agricultural urograms and
ual farmers, and the crop loan and was Secretary of Agriculture. policies Sd be thrown into
storage features of the farm price From the time of the creation partisan politics. For the long
support programs. In the current of the U.S.D.A. in 1862 until 1933, time good of American agricul-
fiscal year, for example, it has the emphasis of the Department ture farm urograms must again
some $250 million for distribution of Agriculture was almost entirely become bipartisan in character
to farmers as conservation pay- on indirect assistance to individ-
ments. On top of this, it admin- ual farmers through aid and en- Long Time Farm Program
isters a sizable crop loan and couragement to the agricultural American agriculture faces a
storage progiam. It should foe industry generally. Such aids took real oolitical challenge in the davs
noted that authorization for these the form of research, education ahead. Now is an opportune time
programs had considerable Re— through the Land Grant College for us to reexamine the basic
publican as well as Democratic system, including the Agricultural orincioles that we want to under-
support in the last Congress. It Extension system, and the regu- gird our farm program. The heavy
was probably inevitable that such latory functions of the Department demand we have for agricultural
a system as the P.M.A. should of Agriculture with respect to p?Xcts at the present time
itself become a quasi-political both production and marketing should alleviate temporarily at
agency. This situation will be un- functions. least, the pressure for price sup-

Under this system of govern- p0rf programs which are unwork-
mental aid to the industry rather abie in a peacetime economy,
than to the individual, individual fr0m the longer time point of
farmers were relatively free to

The United States Department make production and marketing
of Agriculture was formed in 1862. decisions on their own farm in
It attained Cabinet status in 1889. accordance with what they con-
It was formed initially in order ceived to be sound management
to encourage the production of and husbandry principles. There
food and fibre as another means was no "action program" pre-
of promoting the public welfare, scribed by a central governmental
The early Secretaries of Agricul- agency with which they were
ture conceived their job to pe to urged (or forced) to comply.
manage the U.S.D.A. in such With the advent of direct pay- of restricted agricultural output
fashion as to promote the public ments from the Treasury to in- or ful^ output; whether we want
—-—

• dividual farmers, following 1933, to'have a two-price system or a

the*NaHonai AtrTcluS^cVedu'cS! doi"S °r n°t dolng something, one-price system for agricultural
ence, American Bankers Association, there developed a new relation- products; whether we want. to
L-ouisvUie, Ksv Nov. 13, 1952. ship between agriculture and gov- espouse the philosophy ofcheap

Aryness Joy Wickens

changed in a new Administration.

The Department of Agriculture
Policy

view. The next year will afford
a much needed opportunity for
the agricultural community to
study its price support problems
in an environment free from the

pressure of low farm prices. We
must examine critically such is¬
sues as the level of price sup¬

ports we desire; whether we

want to live under a philosophy

Employment is currently at
peacetime highs and employment
is some 600,000 less than the level
which prevailed in the highly
prosp e r o u s
1947 - 48 pe¬

riod, it was

pointed out by
Mrs. Aryness
Joy Wickens,
Deputy Com¬
missioner o f

the U. S. De¬

partment o f
Labor's

, Bu¬
reau of Labor

Statistics, and
President o f
The American

Statistical As¬

sociation. Mrs.
Wickens

spoke at a
forum under the auspices of the
New York Area chapter of the
American Statistical Association
at Remington Rand Hall, New
York City, on "A Post-election
Preview of 1953." The other

speakers were A. W. Zelomek,
Economic Counselor, International
Statistical Bureau; and A. Wilfred
May, Executive Editor of the
"Commercial and F i n a n.c i a 1
Chronicle."* Dr. Ralph J. Wat-

kins, Director of Research, Dun
and Bradstreet, was Chairman.
The demand for labor currently

is so strong, Mrs. Wickens said,
that there are a number of per¬
sons now at work who would not

normally be expected to partici¬
pate in the labor force.
Economic analysts who are now

studying the outlook for 1953
were advised by Mrs. Wickens to
recall from the experience of post¬
war years that employment and
unemployment do not always
move up and down in direct pro¬
portion to each other or to
changes in production. Employ¬
ment often lags behind, on a turn
in economic conditions, she said,
partly because of the tendency for
changes in the work week to ab¬
sorb changes in production sched¬
ules.

Unemployment is now so low,
Mrs. Wickens pointed out, that
very little reduction is believed
possible even under optimistic
conditions, simply because much
of the current unemployment is
due to the normal flow of per¬
sons into the labor force and be¬
tween jobs. Although the work
force increases by about 600,000
workers a year as the result of

♦Mr. Zelomek's address is published
in full in this issue, page 4. That by
Mr. May in the. "Chronicle" of Nov. 13.

population growth, this figure can
be greatly altered by changes in
the demand for labor and because
of changes in the business situa¬
tion. She cited the tendency of
housewives, older men and teen
age youth to enter or drop out of
the labor market in response to
changing employment conditions.

Wage Pressures to Flatten Out

In discussing wage trends dur¬
ing 1953, Mrs. Wickens cited the
judgment of most economists that
upward pressures on wages will
not be stronger than in the past
year when gross hourly earnings
of factory workers rose roughly
5%. Mrs. Wickens pointed out
that more than 3 million workers
are covered by agreements which
provide for automatic wage

changes as the Consumers' Price
Index changes, and there are also
a number of workers who will
benefit from provisions for auto¬
matic "improvement factor" in¬
creases. Many major wage agree¬

ments, however, expire or can be
reopened with respect to wages in
1953, she said.

Developments in wages since
1939 had two major features, Mrs.
Wickens said. First, money

weekly earnings have nearly
tripled and real wages have risen
more than 50%. Second, there
has been a sharp growth in bene¬
fits that supplement money wages
and a resulting increase in the
complexity of the wage package.

Shearson, Hammill
Opens Houston Branch
HOUSTON, Texas — Shearson,

Hammill & Co., members of the
New York Stock Exchange and
other principal Stock and Com¬
modity Exchanges, announce the
opening of offices in the Gulf
Building. Robert D. French and
William H. Stern will be co-

managers of the new offices.

Registered representatives asso¬

ciated with the Houston offices

will be the following: Tom Ells-

berry, Robert F. Allen, William
K. Craig, Cyrus T. Johnston, Jr.,
Robert S. Anderson, Jack Finkel-
stein and James D. Murphy.

Shearson, Hammill & Co. main¬
tains regular offices in New York,
Chicago, Montreal, Los Angeles,
Pasadena, Beverly Hills, Hartford,
Dallas, Memphis, Macon and Basle,
Switzerland.
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A Longer Term Forecast
I have mentioned, especially
chemicals, ethical drugs, and
others who invest in research on

By DAVID R. PORTER*

Vice-President, David L. Babson & Co., Inc., Boston, Mass.

Investment analyst warns against basing investments on pre¬

vailing outlook, and gives data for analyzing and predicting
long-term trends. Calls attention to favorable developments
in heavy goods manufacturing, and asserts bull markets do
not come to a conclusion because of the fear of war or fear
of depression. Concludes there are many opportunities in
securities today, just as there always were, but outlook should

not be limited to next twelve months.

a large scale. These companies
do not spend millions each year
on research and development in
new product fields without good
teason. I think such companies
as Merck, Pfizer, Abbott labo¬
ratories, duPont, Dow, Minnesota
Mining, Corning Glass Works, and
American Cyanamid can look lor-
ward to increasing general busi¬
ness. Whether or not it will come
in the next 12 months I do not
know.

, Forgetting that aspect of the
One of our men recently talked over a period of time they will be outlook, I should like to refer you

with an investor in Maine who able to sell profitably just about to the other data, specifically the
was born and brought up on a everything that they can find the price - to - earnings ratio on the
farm in Mialand, Mich. I think capacity to make. Perhaps in- Dow - Jones Industrial Average,
his story is interesting to you in creasing business and earnings You will note it is under tne pre-
co'nnection with the subject of will not come in the next 12 war level. Only at the July 1940
the meeting tonight: "The Next months. Perhaps it will. Looking low when the Nazis were sweep-
Twelve Month s—Which Way further ahead there is every rea- ing across Europe were stocks
Now?" son to feel that it very definitely appraised more cheaply in the
About 1905 this man's grand- will. • long period of years prior to

mother had taken some of the I should like to refer you to Pearl Harbor than they are now.
family's milk money and put it the stock market data and other * It is true, however, that the ap-
into a company which had only data I have circulated. Probably praisal now is considerably above
recently been organized in Mid- the most important column is that that prevailing in most of the
land. The man who had organized pertaining to the trend of the postwar period,
this company was considered U. S. population. As I understand I cannot think of a very valid
something of a "nut" because he it, the demographers are now reason why earnings should be
was pumping something up out projecting the U. S. population at appraised less today than prewar,
of the ground and trying to sell 175 million by 1960 and close to I do not think it is probable that
it. His name was Herbert Dow. 200 million by the year 1975. the general price level will go

About 10 years later the family Time goes awfully fast these days back to prewar. You will note tne
had a little extra money and the anc* it will be 1960 almost before index of wholesale prices is about
question was whether to put it y°u realize it. It doesn't seem double the prewar level. Does
again into this company run by over seven years have passed anybody in the room expect that
Dow or to buy an automobile, since V-J Day. to return to near the -prewar
The family finally decided to buy We know that the per capita level? I do not.
the automobile since it didn't consumption of paper today is The production index will prob-
f'eel too sure of Mr. Dow. At the around 400 pounds per year. If ably decline in the next couple
moment the family is worth well there are going to be 18 million of years although it should not
over a million dollars because of more people in the United States decline materially in the next 12
the original investment in Dow in eight years, and . if the per months. It is not likely, in my
Chemical. The automobile has capita consumption of paper just judgment, to decline anywhere
long since been a piece of junk, holds at the present rate, that near to the prewar level. Looking
The family figures the car cost means the industry will have to ahead to the increase in popu-
it $1,500,000. produce 360,000 more tons. That lation and the difference in world
When I consider other stories .ca^ *or s°me increase in conditions today as compared

comparable to that, I often won- capacity. Perhaps the per capita with prewar, I think a substan-
der why security analysts or in- consumption figures will continue tially higher levefc of the produc-
vestors worry a great deal about rise. I kpow in my own, home tion index must fee
what happens in the next 12 the per cafAta consumption of this

expected.vestors worry a great deal about

months^aPIPGdoubr dfb^nv^tment material seems to rise every day, ; Basis of Earnings Appraisals
decisions ever should be made Thinking about figures like Probably the major reasons for
on the basis of what may or may this, it is hard for me to become the lower appraisal of earnings
not happen in the next 12 months, very pessimistic about companies postwar as compared with prewar
I realize we have to make Kimberly-Clark, Scott Paper, are. ■

every effort to appraise and eval- an<^ Marathon, to mention just -(1) Fear of war.
uate stocks to try to make sure three of the leaders in the paper (2) Fear of depression,
we don't sell too low or buy too tield. *• V, . < w I think we must reconcile our-
high. I realize also there are strategic Trends in Heavy Goods selves to living with these fears
many economic questions facing
the country today, some of which
are very perplexing. Probably

indefinitely,; However; bull mar¬
kets do not come to a conclusion

Manufacturing

v^xv ^x^x^x^t,. xxvUW^ .. The same thought can be ap- jn a period of such fears. At no
the greatest centers around the Pked to just about every industry. ^me fjnanciai history of
tremendous increase in manufac- fn some you will see a static unjted States has a bull mar-
turing capacity in recent years, trend, especially in heavy goods encjecj without an atmosphere
Is capacity generally outbuilt manufacturing. On top of the per 0£ 0ptimiSm accompanied by a
now? It looks that way in the capita consumption figures and higher appraisal of existing earn-
steel industry but one cannot be the indicated increase in popula- ings than we have now. That was
too sure because certain things tion, we have the possibility of true in 1929, 1937, and 1946.
could happen to change the pic- many new products being devel- The ratio between the yield on
tore. oped by some of the industries stocks and the yield on bonds
Deceptions in Prevailing Outlook

More mistakes have been made
in the field of investment because
of decisions based on the prevail¬
ing outlook than for any other
reason. We should spend more
time on thinking about the nature
of individual corporations and
industries and what they are

doing to improve themselves and
their earning power. What are
they doing in research and de¬
velopment? What are they doing
to make themselves more effi¬
cient? What are they doing to
improve our standards of living
here and the world over?

We know that certain com¬

panies in chemicals, petroleum,,
petro-chemicals, natural gas, syn¬
thetic fibers, ethical drugs, metal¬
lurgy, paper, and electronics, for
example,'have plans for expand>-
ing their operations and their
earning power. We know that
most of these companies have
excellent records, are well man¬

aged and strongly financed. Un¬
derlying consumption trends in
these industries are very favor¬
able. The indications are that

Stock Market Data
Price to Year's Dividends

Dow An'l Earn¬ Earns. Actual as % of '
Yield

Average ings Rate {Ratio Earnings Dividends Earnings

1929 High 381.17 $21.80 17.5 $19.94 $12.75 64.0% 3.35%

1932 Low 41.22 0.44 93.7 tO.51 . 4.62 .

—. 11.20

1937 High 194.40 11.70 16.6 11.49
' '

8.78 76.5 4.52

1938 Low ____ 98.95 4.96 19.9 6.01
*

4.98 83.0 5.04

1938 High 158.41 8.08 19.6 6.01 - 4.98 83.0 3!15

1939 Lew _ 121.44 7.72 15.8 9.11 6.11 67.0 5:05

1939 High 155.92 9.08 17.2
"

9.11
■

6.11 67.0 3.94

1940 Low 111.84 10.68
'

10.5 10.92 • " 7.06 64.2 6.30

1941 High 133.59 11.48 11.7 11.64 i V'.t 7.59 65.2 5.70 '

1942 Low 92.92 7.48- 12.4 9.22 . 6.40 69.5 6.90

1946 High 212.50 12.60 16.8 13.63
'

• 7.50 55.0 3.54

1949 Low 161.60 21.52 7.5 23.54 12.79 54.4 7.93

1951 Year-End- 269.23 28.56 9.5
* 26.59 16.34 61.5 6.08

Current 270.00 23.20 11.6 "23.30 '16.00 68.6 5.93

.1

today is not an indication that
stock prices generally are out of
line. You will note that at pre¬
vious cyclical peaks such as 1929,
1937 and 1946 the yield on bonds
has been closer to the yield on
stocks than it is at present.
The major reason for expecting

a decline in the production index
in, say, two years, is the over¬
stimulation of capital goods since
the start of the Korean war. How¬

ever, public works programs and
the necessity of maintaining ex¬

isting plant and equipment will
form a cushion under capital
goods production in the period
ahead. Many other fields, espe¬

cially soft goods, have had a dif¬
ficult time since early 1951 and
there is not much reason now for

expecting lower activity here in
the next year at least. On the
contrary, the figures in soft goods
for 1953 should make good com¬

parisons with 1952.
Personal income levels1 in the

next 12 months promise to com¬

pare reasonably well with those
of 1952. Consumers have been

spending an- abnormally small
part of their earnings and savings
in the past 18 months. In the sec¬
ond half of 1951, consumer expen¬
ditures were 91.2% of disposable
income as compared with an

average of 96% for the previous
four complete years. This ratio
has increased only slightly so
far in 1952. In prewar years it
was 95% consistently. This sort,
of thing does not last forever. In
theory at least, people who have
more savings should make better
spenders. They tend to increase
their standard of living. The sav¬

ings figures today are impressive.

A Forecast of Industries

In the chemical industry many

companies will be bringing in ad¬
ditional capacity in 1953. Whether
or not this will'add to earnings in
the next 12 months I do not know.

Perhaps the vstock market will
anticipate increased earnings from
such companies, however: Dow,
Hooker Electrochemical and

Spencer Chemical are especially
interesting in* this connection.
These ; companies also should be
beneficiaries of the end of excess

profits taxes if that occurs next
June 30, as seems likely.
The big units in the chemical

industry have projects in the
works which promise to add to
earnings quite materially sooner
or later.

The natural gas - producers
should be receiving the benefits pf
increased volume and increased
prices over the next 12 months.
I am thinking especially of such
companies as Southern Produc¬
tion and Western Natural Gas.
The oil companies which have a

strong position in gas should ben¬
efit from the growth in demand,
particularly Phillips, Shamrock,
and Pure. The latter will do more

drilling in the tidelands if the
question of ownership of this
area is settled between the Fed¬
eral Government and the States.
The great network of gas trans¬
mission lines is a huge consumer
of gas. It didn't exist ten years
ago.

Perhaps other producing com¬

panies will be organized by Pan¬
handle Eastern Pipe Line and
Northern Natural lias and dis¬
tributed to their stockholders so

that the owners will be able to
benefit from the growth in the
demand for this product and the
large reserves owned by these two
companies.
The electronics industry is

extremely interesting and I have
no doubt it will be a great field
for growth over the years.Whether
or not growth continues in the
next 12 months will depend large¬
ly on the number of new TV sta¬
tions opened up throughout the
country. I cannot help but
feel, however, that Radio Corpo¬
ration, Philco, Sylvania, and
DuMont offer good value in terms
of their potential earnings over a

period of time if the 40 million
TV receivers expected are dis¬
tributed throughout the country.
I'he electronics industry esti¬

mates the number of vacuum tube
sockets in use at present is one
billion. The number is increasing
quite rapidly not only because
of the growing TV market but
also because of industrial appli¬
cations of . electronics instruments,
especially in business machines.
Replacement demand for tubes
alone is around 25% of annual

production of 350-400 million
tubes — almost as large as the
combined original and replace¬
ment demand ten years ago.
These are just some of the ideas

on my mind looking ahead to the
next 12 months and longer. There
are certainly many opportunities
in securities today just as there
always are. I would look for
them in the oustanding growth
industries • where progress over
a longer period is likely to be the
greatest. I would not limit my
look to just the next 12 months.

F. W. Prifchard With

Baker, Simonds & Go.
DETROIT, Mich. — Ralph W.

Simonds, President of Baker, Si¬
monds & Co., Buhl Building, mem¬
bers of the Detroit Stock Ex¬

change, announces that Frederick
W. Pritchard, well - known in
Michgan financial circles for the
past 25 years has become an as¬
sociate of the firm. Mr. Pritchard's
iwal riast connections include the

Securities Units of Guardian De¬

troit Group, J. S. Bache & Co., and
financial vice-presidencies of sev¬

eral prominent companies. j

♦An address by Mr. Porter before the
Boston Investment Club, Boston, Mass.,
Nov. 18, 1952.

'Estimated 1952. tDeficit. {Column 1 related, to -Column 2.

Other Data '."V \
Federal Reserve „ Bureau of Labor

1S29

1932-_1935—1936-_19371938
1S39__

1940—1946194719481949195019511952 Board Index Index of
,

U.-is ^Population
- "'(Millions)

of Production Wholesale Prices Bond

(1935-39=^100) • (1947-49—100) l' Yields

110
"

61.9 v ' - '121.8- 5.94%

58 42.1 ■ "124.8 4.90

87 52 0 ■. -f127.2 3.57

103 52.5 *, 128.1 3.15 .

113 56.1

51.1
128.8 3.18

89 129.8 2.93

109 50.1
'

/ -130.9 2.92

125 51.1 I ! - i:>J. 132.0 2.70

170 78.7 141.3 2.53

187 96.4 ! 1144.0 2.81

192 104.4 - 146.6 2,93

176 99.2 .,149.2 2.78

200 103.1 151.5 2.72

220 , 114.8
- 154.4 2.95

'218 "110.0 >"157.0 - 3.07

All of these shares having been sold, this adver¬
tisement appears as a matter of record only.

29?,900 Shares

Great Western Petroleum Co.

COMMON STOCK

Price: $1 per share

STEELE AND COMPANY
Underwriter

52 Wall Street, New York 5 DIgby 4-6548

'Estimated.
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Commercial Bank Investment

Oi Savings Deposits
By ROBERT W. STORER*

Vice-President, Manufacturers National Bank of Detroit

. Asserting solving of investment problems cannot be done by
"any pat formula," Detroit banker lays down principles pf •
asset allocation and investment requirements for savings

* funds. Advises separation of balance sheet of savings deposits
from those of demand deposits and capital funds. Stresses im¬
portance of external and national considerations entering into
the investment problem, along with local and internal factors,
and forecasts higher interest rates and lower bond prices.

Introduction

In dealing with my assigned
topic I will emphasize the savings
aspect as much as possible, but I
can't entirely take this problem
out of its con- ; -

text of invest-

in gfor the
entire bank.

Experience
has taught me
that people
agree better
when they
u n d erstand

the basic

assumptions
which under¬

lie e a c h per¬
son's views. So

at the risk of

seeming trite,
I will review

a few basic assumptions which
underlie my own thinking on this
topic.

(1) The objectives of bank in¬
vesting are:

First, to meet all our deposit
withdrawals promptly and with¬
out incurring serious losses in
liquidating assets to do this and,
second only to the above, to earn
as much as possible for our stock¬
holders. Or as my former chief,
Brian Reuter, puts it "banking is
still a business."

would be doing our investing job
for us and we would to that ex¬

tent be out of a job. It would be
bad f->r banking because it would
down-grade our profession and
render at least the investing part
of it a routine stereotyped ac¬

tivity.
Hence it is fortunate that, in

fact, it isn't possible to solve bank

their individual figures of the
above three independent variables
versus their Treasury average life
as the dependent variable. What
I found was a complete absence of
relationship between them. There
was a completely random scatter
between the factors which ought
to control the investing policy and
the v actual investing, policy as
measured by the average life of
Treasury ^holdings. Examination
of many other individual bank
statements and .portfolios before
and since has confirmed this find¬
ing that bank investing policies
differ widely from one bank to
another.

(3) Now given the above situa¬
tion, we have an important prob¬
lem which cannot be solved by a

formula. I think the following
points can be made; first, each
banker has to find his own an¬

swer in terms of his particular
and unique internal and local
situation; second, I believe that a

philosophy and an analytical ap¬
proach can be developed which
will aid each of us in his analysis

investment problems by any pat w"! d ^ 1 U1
formula. The number, the com- Problem and, final y, ac
plexity and the changing inter¬
dependence of the variables in¬
volved prohibit such an approach.
This is especially true in a system
of independent unit banks where
traditionally our emphasis has
been upon local, personal knowl-

bank's solution .has to be revised
as internal conditions, local con¬

ditions and the national situation
in its various aspects; change from
time to time.

In the section to follow, I will
attempt to develop such an ap-

Robert

edge of conditions, upon indi- proach or analytical framework
vidual ingenuity and initiative. which I think can help each of us
(2) It- follows that there in breaking down our problem

shouldn't be any high degree of into its elements and in building
uniformity and orthodoxy in bank up a rational and quantitative
investing. And in practice we find over-all solution in the form of an
there isn't. My own experience in- actual bond account. Such an ap-
dicates a rather surprisingly wide proach, with. variations, is fairly
range of policies. For example, a well-known by the name of Asset
few years ago I made a study of Allocation,
the 50 largest banks in the coun- _

try in an effort to find a rela-
tionship between the average life Principles of the Asset Allocation
of each bank's treasury portfolio Analysis
and the factors which might be (i) in investing our deposits we
expected to influence<that average know that there are variations in
life. It appeared to me that three types of deposits and changes in
things ought to permit a bank to thetn over periods of time. We

x „ £v*st relatively /'long": (a) a wish to invest in such a manner
. 3) We pursue these objectives "igh ra^°u to deposits; as to minimize the amounts of in-

(a; By having sufficient liquidity
in cash and in short or maturing
loans and investments, (b) By
having sound assets, (c) By hav¬
ing a maturity runoff in loans,
mortgages and securities and (d)
by extending bond maturities at
higher rates of interest where that
is consistent with our other ob¬
jectives and is within our limita¬
tions.

(b) a high ratio of savings de¬
posits to total deposits, and ' (c)
a low ratio of loans and discounts

(including mortgages) to deposits.
I compared for these 50 banks

vestments which must be sold to
meet deposit withdrawals, and at
the same time avail ourselves of

the differential in yields on inter¬
mediate and long-term paper over

THE FICTITIOUS NATIONAL BANK

, Condensed Balance Sheet
June 30, 1952

ASSETS

10,650
40,600

w£hCash & Due fr°™ Banks $925,000
iS/i f u- S. Treas. Obligations 2,550 000vesting> (a) A major loss of de- othpr Ronric ?nnnnn

on'loarTnr^f.n^ff'1 ^ P33/™"5 Loans & Discounted) VOODOO
Reai Estate 1.073,750

. decline in Federal Res. Bank Stockbond quotations to a point where r,ank p.lriP Fnrn & Fiv

marking the bond account down Bank Bldg" Fmn> & FlX*
to market values would use up
our free capital (by free capital
I mean the amount of capital
funds other than capital stock and
surplus), (c) Inability to sell in¬
vestments without incurring ex¬
cessive losses, considered net after
tax credits. -

$5,500,000

LIABILITIES

Demand Deposits (G.B.)$2,500,000
Svgs. & Time Dep.(S.B.) 2,500,000
Capital Stock _:-(C.F.)
Surplus (C.F.)
Undivided Profits (C.F.)
Unallocated Res.

for Bond Losses (C.F.)

125,000
230,000
45,000

100,000

$5,500,000

ASSET ALLOCATION

General Bank—Demand Deposits $2;500,000 Book value

n

Problems in Formulating a Bank
Investment Control System

(1) In attempting to define a

system which will enable each in-

Cash and Due from Banks $650,000
U. S. Treasury due or callable 0- 1 yr. 250,000
U. S. Treasury due or callable 1- 5 yrs. 500,000
Other Bonds—due or callable 0- 5 yrs. 50,000
U. S. Treasury due or callable 5-10 yrs. 250,000
U. S. Treasury due or callable 10-15 yrs. 100,000
Loans and Discounts 700,000

26

10

20

2

10

4

28

% Cumul.

26

36

56

58

68

72

100

$2,500,000 100.00

dividual bank to solve the above Sav«?£s Bank—Savings and Time Deposits
problems for itself we have "AA 'we nave a

paradox, that is, something which
is'true but doesn't seem so. If it
were possible to make up a
formula which would permit us
to throw into a calculating ma¬
chine our various figures and
ratiofc and come up with a quick
and easy answer in terms of what
investments we ought to hold to
meet best our investment require¬
ments, it would be a very bad
thing for us and for banking. The
paradox is that, if such a thing
were possible, any junior clerk

1 *An address by Mr. Storer at the Sav¬
ings and Mortgage Conference of the
American Bankers Association, Minneap¬
olis, Minn., Nov. 10, 1952.

$2,500,000

Cash and Due from Banks ( 1 $275,000 11
U. S. Treasury due or callable . 0- 1 yr. 100,000 4
U. S. Treasury due or callable 1- 5 yrs. 300,000 12
U. S. Treasury due or callable 5-10yrs.. 500,000 ; 20
U. S. Treasury due or callable 10-15 yrs. . 201,250 8.j05
Other Bonds—due or callable .10-15 yrs.. 50,000 2 ;
Real Estate Mortgages \ V L 1,073,750 42.95

11

15 ,

27

47

55.05

57.05
100

.

_ ' : : $2,500,000
Capital Funds $500,000
U. S. Treasury due or callable 5-10 yrs. $150,000
U. S. Treasury due or callable 10-15 yrs. 1 198,750
Other Bonds—due or callable 10-15 yrs. 50,000
Other Bonds—due or callable 15.-20 yrs. 50,000
Federal Reserve Bank Stock 10,650
Bank Building, Furn. & Fixt. 40,600

100.00

30
39.75
10 -

10

2.i3
8.12

69.75
79.75
89.75

91.88

100

$500,000 100.00

short paper. Hence, our initial
problem is to match the length of
our investments against the prob¬
able life expectancy of the various
parts of our .deposit structure. For
this purpose I will use an analogy.
Imagine, if you will, the surface
of one of the Great Lakes. Most of
the time you have ripples and
small waves that don't disturb the

layers of water two ,or three feet
down. During an average storm,
you have larger waves which
disturb the layers of water some¬
what deeper, dawn. When you get
the worst storm ii\ the memory of
the oldest citizen, thp water gets
stirred many feet down.
I think that the analogy With

your bank's deposit structure is
sufficiently obvious. You have the
day-to-day ripples affecting the
top few percent of your demand
deposits. You have the deeper
waves in business and credit de¬

mand which affect your demand
deposits more heavily and your
savings deposits a little. And
finally, once in a business lifetime
you may get a combination of
hurricanes, earthquakes and vol¬
canoes, such as characterized the
period of 1929-'33.
Where there is an appreciable

advantage to be obtained in yields
on intermediate and long bonds
and in the absence of such a con¬

trolling factor as an imminent
likelihood of a drastic rise in

yields and drop in bond prices, it
would seem appropriate to invest
the more stable portions of your
deposit structure in bonds which
will probably not have to be sold
unless a more or less severe eco¬

nomic storm occurs and which in

the meantime will pay you a

higher return.
(2) The translation of this con¬

cept into a practical program is
as follows: Instead of investing for
one bank as a unit we are in ef¬
fect investing for three banks; a

general bank of demand deposits,
a savings bank and a capital funds
bank. As we go from each of these
to the next we may expect the
funds involved to- be more and

more stable and therefore the
average life of the bonds and
other assets allocated to each of

the three banks will be longer.
Furthermore, we buy for each
"bank" a strip of maturities in
keeping with the wave analogy
mentioned above. These strips of
various maturities will overlap in
the three banks because you don't
lose all your demand deposits be¬
fore you start losing some savings
deposits. Having a strip of various
maturities in each bank provides
you with funds from maturity
runoff and provides you with a

ready means of altering the bal¬
ance and the composition of your
over-all portfolio without having
to sell too many investments to
rearrange it. You don't have all

your shortest bonds allocated to
demand deposits, nor all the long¬
est ones to capital funds.

(3) Now in speaking of "three
banks" I mean just that. Three
separate balance sheets with off¬
setting assets and liabilities. Just
as the strip of investments in each
bank should be matched against
the expected stability of deposits
in that bank, just so should the
other assets allocated to each bank
be functionally related to their
matching liabilities. Let - me il¬
lustrate: Among your general
bank liabilities, in addition to de¬
mand deposits, there should be in¬
cluded any other quick liabilities
such as reserves for the payment
of income taxes. On the asset side,
there should be placed your re¬
quired reserves and otheramounts
of cash and due from banks which
together with short treasury paper
will suffice to cares r for your
liquidity needs. Also in your gen¬
eral bank there should be your
commercial loans and discounts
but not real estate mortgages, pos¬
sibly long-term loans should be
excluded. ,

In the savings bank allocated
to time and savings deposits there

should be a strip of investment of
longer average life and higher
average yield than those placed
in the general bank. You would
have your 6% required reserves

or, if you're a state bank, what¬
ever the necessary percentage is,
plus whatever savings till money
you've found in practice to be
desirable, perhaps 2 or 3 or 4%.
Real -estate mortgages are func¬
tionally related to savings and
they appropriately belong in tpis
bank. Possibly your longest term
loans belong here also. ■ ; *

j -In the capital funds bank there
will be. the longest, highest yield¬
ing and least.marketable bonds
and other investments such as

Federal Reserve, Bank stock. In
this bank also there will be placed
the fixed assets such as bank

building, furniture and fixtures.

(4) . From what I've said and
from the sample asset allocation
for the Fictitious National Bank

you have, the framework or skele¬
ton ofthe asset ,allocation ap-

proach.-Now we'll start to sharpen
the detail and define the picture
a little more clearly. For one

thing there is the question of how
to allow in ssset allocations of
successive . dates, from time to
time, for the changes due to vari¬
ations in loans or in mortgages.
Changes in these assets do not
arise entirely on your own initia¬
tive but rather on the initiative of

your customers. How do you take
up the slack in your allocation of
investments when there are

changes in the amounts of loans
and discounts allocated to the gen¬
eral bank and in the amount of

mortgages allocated to your sav¬

ings bank. It won't do to change
your cash and short Treasuries in
the general bank, except briefly,
because your cash and short Treas¬
uries are your liquidity and that
is dominated by your short swings
in deposits and in available cash.
Any banker can come to his own
conclusions on this score, but I
personally feel that the take-up
point in your general bank bonds
should be in the Treasuries 1 to 5

year bracket. Under present mar¬
ket conditions with most of these
issues selling at a discount I am
assuming Treasuries taken to final
maturity date rather than to first
call date.

Similarly in the case of changes
in the amount of mortgages held
in your savings bank, I feel that
an appropirate take-up point
would be either in the treasuries
5 to 10 years or the 10 to 15 year
bracket.

For the purpose of practical
control I consider it quite desir¬
able to break down the invest¬
ments by types and by maturity
brackets much as you see done for
the Fictitious National, in terms of
percentages and cumulative per¬

centages within each bank. In
this way, from one month to an¬

other, you get a comparable se¬
ries of percentages which elimi¬
nates the effect of changes in your
total dollar footings.
In order to balance each of your

three banks in dollars, you will
find it necessary to split your al¬
locations of some one or more

asset classifications. You may

wish to balance to some extent
with cash, or you may wish to
prorate, say, the longest treasuries
held in the general bank partly
to that bank and partly to the sav¬
ings bank and, similarly, as be¬
tween the savings bank and the
capital funds bank. ; . - -

Lhave found it helpful to form¬
ulate^what 1 call a "par for the
course" set of percentage figures
for -each -individual bank, whicjh
will be a- valid ideal or target for
a given-set of assumptions as to
loan developments, business pros¬
pects,- general credit conditions
and bond market outlook. In set¬

ting this up you will bracket to¬
gether an independently varying:
item, such as loans with the asset

classification in which you take
up variations in loans and assign
a combined percentage quota

Continued on page 30
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AND

when he was eleced Treasurer.
In June, 1946, he was made Exec¬
utive Vice-President, and on Oct.
25, 1946, he was elected President
of the bank to succeed the late

Philip A. Benson. V, '
^ ■ ~ ' *< * - * -J'\\ ' ' "

It is announced that rights
to-subscribe to 33,700 shares of
capital stock issued to. stock-

{{ f: u , . , , . ,—[—;— holders of the Franklin National
Francis J. Rue has resigned as a ments, and branch offices. - He is *!ank of Franklin Square, Long

; Vice-President of Bankers Trust assigned to the Out - of - Town *land> N;:Y., expired at the close
Company of New York to become Business Department and his ter- af business N°V. 7' with a ;heavy •
;a Vice-President • and director of ritory embraces the States of New-oversubscriptien • by:the Stock-
- Cooke & Bieler, Inc., investment Jersey,. Maryland and Delawareholders and by a group "oftinder^ •

counsellors, of Philadelphia. In In 1949 he was appointed an As- wnters headed by Blair, Rollins
•addition, with John F. Donoho, sistant Treasurer. . * & Co. Inc.* There were no allot? -
Jay Cooke and Louis H. Bieler, \ *' * * ments on oversubscriptions, it is

•

Mr. Rue is forming a separate cor- Harry C. Kilpatrick, Senior stated. Stock subscribed for by•

poration, under the title of Rue & Vice-President and a Director of the underwriters has been sold.
Donoho, Inc., to act as financial Manufacturers Trust Company of A reference to the increase in the
advisors to business. The company* New York, died on Nov. 1, at his caPitai from $3,370,000 to $3,413,-*
will have offices in Philadelphia home in New York City.' He was 000 appeared in these columns
and New York. , . 45 years years of age. Mr. Kil- Nov. 13, page 1835. , '

S. Sloan Colt, President - of patrick, who was born in Phila-
Bankers Trust *. Company, 'an- delphia,'attended Lehigh Univer- Under the charter and title of
nounces that at a meeting of the sity; in 1933 he went with the the Meadow Brook National Bank

; company's Board of Directors on Real Estate Department of Man- °* Freeport, Long Island, N. Y.,
Nov. 18, it was voted to increase uiacturers Trust; he became As- . at bank and tbe Peoples Na-
the regular quarterly dividend sistant Vice-President in January tional Bank of Lynbrook, Long
from 50 cents a share to 55 cents 1937, and in July 1938 became Island were consolidated as of
a share. The first dividend at the Vice-President in charge of Real 9ct* 31* The Meadow Brook Na-
new rate will be paid on Jan. 15, Estate and Mortgage Department, ^ad common stock of $1,-
to stockholders of record Dec. 22. In 1942 he obtained a leave of OfO'OOO, and tbe Peoples National

• ' ^ ^
■ absence from the trust company ~on stock of $420,000 The

The 134-year old banking firm and entered the Army with the enlarged Meadow Brook National
of Brown Brothers* Harriman & grade of Captain, was promoted n/?,?v.e auCa *S!oCr^/?

r Co. of NewYork this week honored to Major on June 7, 1943, and to ''",000 m shares of 88,500 com--
tvvo retiring executives whose the rank of Lieutenant Colonel !^0Zlnsn!?a i)3r j- ?urp
length of service to the institution on April 17, 1945. He was relieved $1,770,000 andundivided proflts of

> totals 90 years. Howard P. from active duty on Oct. 29, 1945. Jban $460,000...Offices of
, Maeder, Manager;. with the bank For the period trom Jan. 17. 1944, the Peoples National are now op-
, since 1903 and George E. Paul, to Oct. 29,1945, he served as Exec- ®rated as branchej'by the Meadow
1 Treasurer, who joined the bank in utive Officer to Lieutenant Gen- ,raok u \0n?L' .7 ore located'

3913 were presented with in- eral E. Reybold, Chief of Engi- at Lynbrook Merrick, Hempstead'
scribed silver bowls. Retirements neers, U. S. Army. In October a Wantagh, in Nassau County:
of these officers will become ef- 1945, he received the Legion of * ? *

, fective at the year end. Thatcher Merit. He resumed his duties as 'The Savings : Investment &f
1 M. Brown, senior partner, made an Administrative Vice-President Trust Co* of East Orange, N. J.
the presentations in the presence ofManufacturers Trust Co. in Sep- and the National Newark & Essex
of other partners of the firm. tember, 1945; became Vice-Presi- Banking Co. of Newark plan to

* * *
dent and Assistant to the Presi- consolidate before the end of the

, Announcement is made that dent of the Company in May 1947, Year> it was announced on Nov.
Floyd D. Frost has been elected Executive Vice-President and Di- 12 it is learned from the Newark
Trust Officer of the First National rector on Sept. 18, 1950, and "Evening News" of that date,*
Bank of the City of New York. Senior Vice-President in August which added that directors; of both
A graduate of Harvard College 1951. He was a member of the banks have approved a proposal

, and the Harvard Law School, he New York State Chamber of Com- 1° be submitted to the stock-
was engaged in private law prac- merce, the Association of Reserve holders on Dec. 12.
tice until 1946, when he became City Bankers, the Wall Street * * *
Vice-President in charge of the Club, etc. The capital of the First National
Trust Department of the Lawyers • * * * Bank of Oradell, N. J. has been
Trust Company. On it merger Manufacturers Trust Company enlarged from $150,000 to $200,-
with Bankers Trust Company in announced on Nov. 12 that it is 600; part of the increase resulted•

1950, he became a Trust Officer offering "Registered Checks," a a stock dividend of $25,000,
of that institution. He assumed new streamlined type of personal the further $25,000 increase hav-
his duties with the First National money order, at all its 108 offices *ng been brought about by the sale
Bank on Nov. 17. in New York City, thus it is of new stock to that amount. The

* * *
stated, bringing the new service enlarged capital became effective

At the regular meeting of the to the New York City public for Nov. 6. . ^ •

Board of Directors of The Na- the first time. * * *
tional City Bank of New York * * * As °f Oct. 31 plans^ for the
held on Nov. 18, Thomas C. Houts Marking the 35th anniversary merger of the South Philadelphia
and Claire O. Weidman, formerly of his service with The Dime Sav- National Bank into the Central-
Assistant Cashiers, were appointed ings Bank of Brooklyn, N. Y., Penn National Bank, both of Phil-
Assistant Vice-Presidents. Both George C. Johnson, President, was adelphia became effective under

Nov. 14 by the
Trustees of

are associated with the bank's tendered a

Personal Credit Department head- luncheon at
quarters at the 42nd Street the bank on

- Branch.
s * *

Approval was given on Nov, 12 "The Dime"
by the New York State Banking who presented
Department to a certificate of in- him with a

crease of the capital stock of the chest of silver,
' Modern Industrial Bank, at 116 along with an
• Fifth Avenue, New York, from engraved sil-
$1,015,625, par value of shares, ver tray, to
$25 each, to $1,250,000 likewise in commemorate
shares of $25 each. Last month, the occasion,
on Oct. 30 the Banking Depart- The presenta-
ment indicated its approval of tion was made
plans to increase the capital from by Walter

. $581,250 to $812,500, and from Hammitt,Sen-
$812,500 to $1,015,625. On Oct. 31 ior Trustee

Georgre C. Johnson

the charter and title of the Cen-
tral-Penn National. Details of the

plans of the merger approved by
the stockholders of both banks
on Sept. 18 were given in these

column^ Sept. 25, page 1124. As
the effective date of the merger
the enlarged Central-Penn Na¬
tional had a capital of $3,758,750
(par value of shares $10 each);
surplus of $11,500,000 and indi-
vided profits of not less than
$2,541,250. The quarters of the
South Philadelphia Bank and its
branch are ■ now operated as
branches of the Central-Penn Na¬

tional.

Completion of arrangements for
•

the Department made known that and First Vice-President, after he the erection of a modern bank
■

an application by the Modern In- recounted various anecdotes cov- building at 54th Street and City
dustrial Bank for permission to ering Mr.. Johnson's career with Line was announced on Nov. 10

•

use the title "Commercial State the bank. Mr. Johnson joined the by The Pennsylvania Company for
Bank and Trust Company of New bank's staff in November, 1917, as Banking and Trusts of Philadel-

"

York" in connection with the pro- a real estate appraiser, following Phja. When opened for business,
pdsed: conversion into a state several years of operating his own this will be the 24th office of the
bank had been filed real estate business in Brooklyn, bank in the Philadelphia area.

* * * At that time, "The Dime" had The project has been approved
1

. Horace C. Flanigan,,. President 109,000 despositors and total assets by banking authorities and con-
of Manufacturers Trust Company, of $55,000,000.' Today, the bank struction will be started imme-

r
of New Yorx announces that WiL. maintains four, offices, has 298,000 didtely." It is expected that the
liam M. Horner has been ap- depositors and total assets are structure will be completed early

v pointed an Assistant- Vice-Pres- over 665,000,000. Mr. Johnson was next year. The building will be
ident of the Company. Mr. Hor~, elected Secretary of "The Dime" one-story' high," with; a 30-foot

•

ner joined the bank in 1936 and in July, 1929, and served in that frontage on 54th Street; It will
■} has worked in various depart- capacity until January, 1932, be built of brick and glass in

modern architectural style, and
will be equipped with safe deposit
vaults. William L. Day is Presi¬
dent of the bank.

♦ * *

H. L. Walters was elected a

Vice - President of the Fidelity-
Philadelphia Trust Co. of Phila¬
delphia by the Board of Directors
effective Nov. 1, it was announced
by Howard C. Petersen, President,
according to the Philadelphia
"Inquirer" of Oct. 27, whichialso
said in part: "Walters wasf for¬

merly a " Vice-President - of the
Girard Trust Co. which he joined
in 1943." <

♦ * *

Consolidation was effected on

Oct. 31 of the First National Bank
and tne North Side Bank, both of
Lebanon, Pa. under the charter
and title of the First National
Bank. The consolidated bank will
have a capital stock of $333,325 in
shares of 13,333 of common stock,
par $25 each; surplus of $1,166,-
675, and undivided profits of not
less than $200,000. The offices of
the North Side Bank will be op¬
erated as a branch of the First
National.

* * *

The Second National Bank of

Towson,' Md. has ' increased its
capital from $175,000 to $250,000
by the sale of $75,000 of new

stock; the enlarged capital became
effective Oct. 30: ;

Through a stock dividend of
$225,000 the capital of the First
National Bank of Pana, 111. has
been increased from $75,000 to
$300,000, the latter amount having
become effective Nov. 7.

* * *.
. *

1
Announcement was made on

Nov. 13 that Alfred Epstein, Pres¬
ident of Pfeiffer Brewing Com¬
pany, purchased a substantial
block of the outstanding stock of
Detroit Trust Company of Detroit,
Mich. Mr. Epstein's purchase, r
is stated, made him the second
largest stockholder in the Trust
Company. He also has substantial
holdings in City Bank, Detroit
Detroit Trust, one of the largest
in the State of Michigan, does not
engage in the banking business;
it confines its activities entirely
to trust operations. ,

* * *

The Commercial National Bank
in Shreveport, La. reports as of
Nov. 5 a capital of $2,000,000, in¬
creased from $1,000,000 by a stock
dividend of $1,000,000.

* * *

Henry L. Buccello has been ap¬

pointed Advertising Manager of
Bank of America National Trust
& Savings Association of San
Francisco and will occupy a po¬
sition left vacant by the retire¬
ment of Lou E. Townsend, Vice-
President and long-time head of
the bank's advertising depart¬
ment, it was announced by Presi¬
dent Carl F. Wente. Mr. Buccello
is a graduate of the University of
Iowa and a former member of the
editorial staff of the Des Moines

"Register and Tribune." He holds
membership in the S. F. Advertis¬
ing Club, the San Francisco Press
and Union League Club, etc. Dur¬
ing World War II he served as a

naval officer in the South Pacific

theatre of operations.

Lloyd Mazzera, Vice-President
of Bank of America, recently com¬

pleted 35 years of service with the
bank, it was announced from
Head Office. He is in charge of
the bank's statewide Timeplan
Loan operations. Beginning his
career in the Lodi branch, Mr.
Mazzera subsequently served in
Stockton, in Oakland Main Office,
and in San Francisco headquar¬
ters.,/ . -

Frederick Williams Opens
Own Investment Co.

JACKSONVILLE, Fla. — Fred¬
erick Williams has formed the
Williams Investment Co. with of¬
fices in the Barnett Building to
engage in the securities business.
Mr. Williams was formerly man¬

ager of Allen C. Ewing & Co.

Austin J. Tobin

Tobin to Discuss

N. Y. Port Authority
Financing Program

Austin J. Tobin, Executive Di¬
rector of the Port of New York

Authority, will address a special
meeting of the Municipal Forum

, of New York
at 3:30 p.m.

today (Nov.
20) in the Oak
Room, 38th
floor. Bankers
Club of

America, 120
Broadway,
New York.
Mr. Tobin will

discuss the
future financ¬

ing plans of
the Authority,
with particu¬
lar reference

to t h e forth¬

coming sale
on Dec. 10 of $35,000,000 Consoli¬
dated Bonds, first series, to ma¬
ture in 1982. Proceeds of this issue
will provide funds for the initial
phase of the construction of the
Third Tube of the Lincoln Tunnel
and to meet other capital expendi¬
tures.

The Dec. 10 issue constitutes the
initial offering of Consolidated
Bonds and is being made pursuant
to a resolution adopted by the
Port Authority on Oct. 9. This new
type of bond will be employed by
the Authority on all future financ¬
ing and eventually all of the Au¬
thority's presently outstanding
bonds will be unified in one group.

The resolution provides that tne
Authority will not issue any more
bonds of the General and Refund¬

ing, Air Terminal and Marine
Terminal series.

The Consolidated Bonds will be
secured by a lien upon the net
revenues of all existing Port Au¬
thority facilities, subject to exist¬
ing liens in favor of outstanding
bonds. They will also be secured
by net revenues of facilities fi¬
nanced by subsequent obligations
of that designation. Ultimately, all
of the Authority's outstanding in¬
debtedness will be composed of
Consolidated Bonds, constituting a
first lien on revenues of all of the
bi-State agency's facilities.

Lee Higginson Group
Offers Household Fin.
4.40% Preferred Slk.
A group of underwriters headed

by Lee Higginson Corp., Kidder,
Peabody & Co. and William Blair
& Co. yesterday (Nov. 19) offered
publicly a new issue of 100,000
shares of Household Finance Corp.
4.40% preferred stock, $100 par

value, at $100 a share plus ac¬
crued dividends from Nov. 24,
1952. The preferred stock is sub¬
ject to annual retirement through
a sinking fund beginning in 1953
sufficient to retire the whole is¬
sue in approximately 50 years.

Proceeds from sale of the new

issue will be used to increase the
company's working capital.
Household Finance Corp. with

its subsidiaries is one of the lar¬
gest organizations engaged in the
consumer finance (small loan)
business. On Sept. 30, 1952, out¬
standing customer notes receiv¬
able amounted to $310,333,734,
representing 1,293,157 loans. The
company operates 576 branch of¬
fices in 388 cities of 29 states and
10 Canadian provinces. Head¬
quarters are located in Chicago.

Wif1, Tf-prneon, McKinnon
«." , (Special to The Financial Chronicle)

WEST PALM BEACH, Fla.—

Ralph J. Cohn is now affiliated
with Thomson & McKinnon, 319
Clematis Street. .

. ..
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Measuring Finances oi
Insurance Companies
By ALFRED M. BEST*

President, Alfred M. Best Company, Inc.

Insurance expert reveals new developments in insurance busi¬
ness, and describes methods of rating their financial structure
and[ifinancial standing. Warns concentration of investments in
common stocks, real estate, or other investments subject to wide
price fluctuations in market value may be source of weakness.

Aitreu ta. «-> — i

I am aware of and have watched
with satisfaction the growing in¬
terest which buyers of insurance
are exhibiting in insurance
matters,
especially i n
financial

responsibility
of the many

hundreds of

insurance

companies
which seek

their patron¬
age and in the
methods of
operation
pursued by
the respective
concerns. For¬

tunately for
all concerned,
the record of insurance companies
for stability is outstanding; but
there have been failures, with loss
to policyholders.
To mention only two factors

which have an important bearing
on the analysis of the financial
position of insurance companies,
we hiave fewer and fewer compa¬
nies which write fire and allied
lines only, or others which write
casualty and surety lines only. The
trend is more and more toward
"multiple line" underwriting, and
this development has made it de¬
sirable for my company to com¬
bine into one volume annual re¬

ports on all classes of insurance
companies, other 'than life. The
change has also' necessitated a
careful review of our method of
rating these "multiple line" com¬

panies. A second change of im¬
portance is the entrance of many
life insurance companies—includ¬
ing some very large ones—into
the accident and health insurance

field, where they write many dif¬
ferent types of such coverage.

Life Companies

The record of stability of the
life insurance business, through
epidemics, wars and depressions,
is outstanding. Even during the
worst of the depression years the
business made an astonishingly
fine record of stability. As the life
insurance business is now con-

"ducted, the well established com¬

panies are just about impregnable.
The fact that assets in the entire
life insurance industry exceed
liabilities by only about 6% need
cause you no concern, because in
their day-by-day operations there
is an adequate margin of safety.
History shows that life insur¬

ance companies rarely get into
difficulties on account of under¬

writing errors which result in
losses, but, where any trouble has
occurred, almost invariably it has
been due to wrong investment
policy. In nearly all states, how¬
ever, life insurance companies are
so restricted as to the type of in¬
vestments which they may make
that this hazard is minimized. I
think that one of the most dan¬

gerous pitfalls to be avoided by
life insurance companies is hav¬
ing too large a percentage of their
assets in any single investment, or
in a series of investments subject
to one type of investment hazard.
One company failed because it

put a very large part of all of its
assets into one hotel building, and
another because it had far too

f •From an address by Mr. Best before
toe Insurance Conference of the Ameri¬
can Management Association, Chicago,
id, Nov. 14, 1952. '

large an investment in the stock of
one bank.

Property and Surety Insurance
Fire-marine and casualty-surety

companies may be greatly weak¬
ened or put out of business only
by underwriting losses or by asset
depreciation. They can be seri¬
ously embarrased by too rapid in¬
crease in the volume of business

written; this is due to the legal
requirements for setting up re¬
serves for unearned premiums;
and, in the case ot casualty op¬
erations, to similar legal require¬
ments respecting reserves for
unsettled claims. But embarrass¬
ment from rapidly • increasing
unearned premium liability may
be only temporary, for in a pinch
such companies can usually ease
the situation by reinsuring part
of the business in force.

Let us look first at the under¬

writing loss possibilities, which
differ as between fire and cas¬

ualty operations. The conflagra¬
tion hazard is, I think, far less
serious than it was years ago, be¬
cause of improvements in con¬

struction, water supplies and fire
fighting facilities in general,
which have greatly reduced, al¬
though not eliminated, this haz¬
ard. In addition, fire insurance
companies are better protected
now by reinsurance arrangements.
At the same time, it is necessary

to remember that with the enor¬

mous increase in replacement
costs since the early 1900's, and
particularly during the current
period of inflation, a conflagration
today, destroying as large an area
as was burned in San Francisco
in 1906, would mean a property
loss of probably four times as
much as the $225,000,000 loss suf¬
fered there. Policyholders may be
coiiiforted, however, by the fact
that the fire insurance industry
could absorb a loss of a billion

dollars today and still remain in
sound condition — and it is ex¬

tremely unlikely that any such
loss would ever occur.

The Extended Coverage

There is, however, one catas¬
trophe hazard to which fire insur¬
ance companies are exposed
which I have not mentioned, and
that is due to the relatively re¬
cent development of the extended
coverage form of insurance. That
is, to my mind, definitely a catas¬
trophe line. This was quite for¬
cibly stressed by the wind storm
which struck the eastern part of
the country in 1950, with approx¬

imately $150,000,000 in claims
paid. Again, however, the really
.immense increase in the premium
volume and in the financial re¬

sources of the fire companies
made this large loss comparatively
unimportant in the total operating
figures for the year. To be sure,
numerous companies whose fig¬
ures showed comfortable under¬

writing profits up to the time the
storm struck wound up the year
with no underwriting profit, or a
loss, but so far as policyholders
were concerned, their protection
was not materially weakened.
Stock fire and casualty companies
now have more than $4,500,000,000
of capital and surplus with which
to meet unusual losses.

In the casualty field reinsur¬
ance covers are so extensively
used that such companies are not
subject to the possibility of a loss
arising from a single occurrence

comparable to what might strike

companies in the fire field. In
botn fields it is axiomatic that
the wider the spread of. under-J
writing liability assumed the safer.,
is the operation. This means. noLt-
only geographical spread, but also j

spread through the writing;;.of:,
many different classes of business -

not all subject to the same haz¬
ards. .•••!■'
Fire companies also have been,

writing for several; y§ars a num-;
ber of different classes of busi¬

ness, and now, with the "multiple
line" underwriting mentioned
previously, individual companies
have a still greater spread of lia- •

bility, as measured by the types
of business written. This change
to "multiple line" writing has
made more complex our analyses
of the financial position, of the
companies involved, but it is def-.
initely in the interests of policy¬
holders because of this greater
spread of liability.

Analyzing the Statements

From long experience we have
found that the vital items to con¬

sider in our analyses are:

(I) Surplus Position: Measuring
the ability to absorb shocks,
.studied in relation to liabilities as¬

sumed.

i/W Underwriting Results: Is the

company progressing, standing
still or slipping?

(6) Asset Position: Quality and
diversification of assets, and their
convertibility. , • • "* .•;

(4) Spread of Liability.

Surplus '

Surplus ' to policyholders, as
shown in any company's state¬
ment, which is always prepared
in accordance with legal require¬
ments, does not reflect certain
factors which add materially to
the safety of policyholders. The
first of tnese has to do with the
unearned premium liability.
In our analyses we allow credit

for an assumed equity in un¬
earned premiums, based upon the
average loss experience of the
company during, the preceding
five years. In the case of casualty
business the percentage of equity
so allowed varies on the different
classes of business written, some
of which ordinarily carry a low
and others a high loss ratio—as,
for instance, surety on the one
hand and workmen's compensa¬

tion cn the other. Our practice
is to add the equity in the un¬
earned premiums to the reported
capital and surplus, plus any

equity or minus any shortage
which appears to exist in the
claim reserves. Our procedure, in
effect, establishes what we think
is substantially the net worth of
the company.

The next step is to determine
with what this net worth figure
is to be compared. Surplus in an
insurance company is needed for
the protection of policyholders
against the qffect either of un¬

derwriting or asset loss, or under¬
estimation of liabilities. From

study and experience we believe
that a loading of 25% of the
claim reserves and the deduction
of that loading from the net
worth of the company is a suffi¬
cient test for judging the ade¬
quacy of surplus. All that re¬
mains of the net worth is then,
under our system, applicable for
the protection of the underwriting
operations. This amount is com¬

pared with the probably run-off
claim cost of the business in

force, in the light of the recent
past experience of the company.

In determining the net liabil¬
ities (that is, the statement lia¬
bilities less equities) we recognize
that certain types of liabilities
require no surplus protection, be¬
cause they are not subject to in¬
crease. It is only necessary that
the company have sufficient assets
to cover them.

i i

Underwriting Results

We use the ratio of losses in¬

curred to premiums earned, but
expenses incurred are ratioed to

premiums written, because most
of the expenses are incurred at
the time the policy is issued. This
procedure differs from the statu¬
tory formula set up by the insur¬
ance departments, which compares
both losses and expenses with
earned premiums. When writings
are increasing, and unearned pre¬
miums also, earned premiums will
be less than written premiums.
This means that our combined
loss and expense ratio will almost
always, nowadays, be less than
the statutory figures shown, and
also we will show a larger per¬

centage of underwriting profit or
a smaller percentage of under¬
writing loss than the statutory
formula produces.

Asset Position

< We break down the assets into
three groups: first, cash and
bonds—the items which are least
"jittery";- second, stocks, which
are subject to wider fluctuations,
market-wise; and third, all other
assets. We work out the ratio of
each of the first two groups of
assets to the net liabilities, and
use a carefully prepared schedule
of debits.
In all of these calculations we

do not set up our own opinion
as to what the conditions should
be. Instead we work out the aver¬

ages of the businesss on each and
every one of the items which we
consider, and the number of debits
or credits is based upon whether
on each one of these items a com¬

pany is average, below average
or above average.

Spread of Liability

The importance of this item is
often overlooked. In our system
of ratings we have a definite
credit for spread of liability,
which we measure by the pre¬

miums written, corrected for the
underwriting results—good, bad,
or indifferent. You will see readily
that three companies might show
the same capital and surplus, the
same premium writings, the same
amount of liabilities, and yet there
might be a wide variance in the
reliability of these three. The first
might be habitually making a
substantial underwriting profit,
and it is stronger than the second
company, which is just breaking
even on underwriting. Both are

much stronger than the third
company, which is year after year
showing an underwriting loss, and
therefore becoming weaker ano

weaker. In working out this par¬

ticular part of our rating schedule
we recognize that a company
which is making a very satisfac¬
tory underwriting profit can

safely write a larger volume of
business in proportion to its capi¬
tal and surplus than another com¬
pany showing poorer underwriting
results.

The most important danger sig¬
nal to watch for in buying insur¬
ance is continuous underwriting
loss. Such a condition not only
constantly weakens a company,
but those which steadily suffer
underwriting losses may be
tempted to try to skimp on loss
settlements.

Consideration of this all-im¬

portant matter leads directly into
the question of whether reserves
for pending claims are adequate
or not. If the claim reserves are

skimped, a fictitious appearance

of underwriting profit may be
created. This comment refers es¬

pecially to companies writing
casualty and surety lines. Unfor¬
tunately, there is little that a busi¬
nessman can do himself to test

the adequacy of claim reserves.
It is not sound to compare such
reserves with the volume of pre¬

miums, for the amount required
to settle a claim for a particular
injury may vary considerably be¬
tween different geographical loca¬
tions; and, also, by reason of the
general policy of an individual
company with respect to prompt¬
ness in disposing of claims.
Some companies, especially if

they are having a difficult time,
may contest an unreasonably
large part of all claims made. For f

your protection, insurance depart¬
ments, in making examinations of
insurance companies, make every
effort to see that reserves for
pending claims are sufficient to
liquidate them, with some margin
for unforeseen adverse develop¬
ments. We and other analysts like¬
wise study this problem with care
and endeavor to give ample ad¬
vance warning of unsatisfactory
conditions.

As to adequacy of surplus, I
suggest that if premium volume
or liabilities appear large in pro¬

portion to net resources further
inquiry should be made. The situ¬
ation may or may not be unfavor¬
able, depending upon the margin
or profit achieved by individual
companies.
For your information, at the

end of 1951 the stockfire and

casualty business reported 65
cents policyholders' surplus for
each dollar of statement liabilities
and 79 cents of such surplus for
each dollar of net premiums
written.

As to investments, the buyer of
insurance should note any unduly
large concentration of investments
in common stocks, or in any other
securities subject to wide fluctua¬
tions in market value; and also
too large an investment in real
estate, all in proportion to net
resources.

In our publications we try to
given information concerning the
situation with respect to each
major line of business, pointing
out what lines, if any, are result¬
ing in underwriting loss. Buyers
should know whether the business
of a particular company is or is
not concentrated in such types of
business.

Blyth Group Offers
L. I Lighting Bonds

A syndicate headed by Blyth &
Co., Inc. and The First Boston
Corp. yesterday (Nov. 19) offered
for public sale a new issue of
$20,000,000 Long Island Lighting
Co.. first mortgage bonds, series
E 3%% due 1982. The bonds are

priced at 101% plus accrued in¬
terest to yield 3.32% to maturity.
The issue was awarded to the

group at competitive sale on

Monday.
The utility company will use

the proceeds of the sale to pay off
bank loans incurred for construc¬
tion of utility plant and the bal¬
ance for construction of new

facilities. It is estimated that con¬

struction requirements for the
period Aug. 1, 1952—Dec. 31, 1954
will require expenditures of $103,-
000,000 for electric property, $16,-
000,00 for gas property and $11,-
000,000 for other purposes. These
estimates have been revised up¬

ward, because of increased costs
and acceleration of the construc¬
tion program because of increased
load growth resulting from de¬
velopment of the company's ter¬
ritory.

The new bonds are redeemable

at prices commencing at 104% for
the first year, thereafter declining
annually.
The company's operating terri¬

tory covers Nassau and Suffolk
Counties on Long Island and the
contiguous Rockaway peninsula
in New York City. Population of
the territory is estimated at 1,200,-
000. Approximately 70% of total

operating revenues are derived
from electric operations.

Operating revenues have in¬
creased from $31,148,000 in the
calendar year 1947 to $56,019,000
for the 12 months ended July 31,

1952. In the same period net in¬
come has increased from $1,870,-
000 to $5,981,000.
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Bank and InsuranceStocks
By H. E. JOHNSON

This Week — Insurance Stocks

Mr. Robert S. Burns of A. M. Kidder & Co., 1 Wall Street,
New York, recently issued an article covering the operations of
11 large and important American stock insurance groups.

The 11 groups used in the report write all important types of
insurance except life and comprise 56 different companies include
ing 11 Casualty-surety organizations. The groups used in the
article are as follows: Aetna Fire, American of New Jersey, Amer¬
ica Fore, Fireman's Fund, Firemen's Insurance, Great American,
Hartford Fire, Home Insurance, Insurance Company of North
America, National Fire, and Phoenix Insurance.

Most of the report is devoted to the aggregates and averages
of the 11 groups for the past five years. Only limited comments
are made on the individual companies or groups although the per¬
formance of the different stocks since 1946 is reviewed on a com¬

parative basis.
Thus the article is particularly interesting in that it shows

the over-all picture of what has been happening in the industry
in the past few years with respect to underwriting, investments
and dividends.

Concerning the premium volume the A. M. Kidder study
points out that the 11 groups in 1951 had total writings of $1,639,-
000,000 or approximately 29% of the aggregate of the entire in¬

dustry of $5,720,000,000. Further, the volume of last year for the
11 groups was approximately 13% above 1950 and 77% higher than
in 1946.

Another interesting point brought out in the report concerns
investment income and dividends. As stated in the review, the 11

groups . . . "are currently paying on their shares cash dividends
at the rate of about $48,300,000 per annum against an average over

the past five years of $38,000,000 annually. This current total com¬

pares with $27,582,000 total cash dividends paid in calendar 1946.
In other words, in the past five years (plus) their dividend pay¬

out has increased by only 75%. During this same period of time

(five years and 10 months) the market value aggregate for the
stocks of these companies has shown an increment of 93% or

from $774,400,000 at the close of 1946 to $1,495,300,000 at the
present time. The total of shares outstanding is now 24,000,000 as

against 16,400,000 at the beginning of the period under review."
Historically dividend policies of insurance companies have

been based upon investment income with approximately 60% to

65% of such income distributed to stockholders. In 1951 the net

investment income of the companies reviewed totaled $93,200,000.
Cash dividends, however, totaled $47,240,000 or only 50.7% of
the investment income. At the same time investment earnings
between 1946 and,1951 increased from $47,318,000 or approxi¬
mately 97%. In the same period dividends have been increased by

only 75%. ♦ .. ;

Because of these considerations the A. M. Kidder study states

that—"It is believed that some, if not all, of these companies will
liberalize their dividend policies either by the declaration of year-
end extras or increasing the regular annual rates of payment of
cash dividends."

Concerning underwriting operations the report explains that
statutory results fluctuate greatly from year to year. Part of this
is due to increases or decreases in the volume of business which

are reflected in changes in the unearned premium reserve. In
order that a better picture of underwriting can be obtained, Mr.
Burns explains the method of adjusting statutory earnings and

points out that even though the statutory underwriting loss of
the 11 groups last year was $13,239,000, the gain in equity
in the unearned premium reserve was $50,882,000, indicating ad¬

justed underwriting profits of $37,643,000.
As a final point the report shows the experience of a hypo¬

thetical investor who purchased 100 shares of each stock at the
end of 1946 and held them through 1951.

"Originally, the 1,200 shares of stock would have cost this
investor $67,900; he would have put up an additional $4,700 during
the period to subscribe to new shares offered nim, and he would
have 'ended up' owning 1,857 shares of the various stocks, with an

aggreg^tebmarket value of $10.9,288, for a net gain in market value
of $36,688 or better than 50%, based on a total cost of $72,600."

BANK
and

INSURANCE
STOCKS

Laird, Bissell & Meeds
Members New York Stock Exchange
Members New York Curb Exchange

120 BROADWAY, NEW YORK 5, N. Y.
Telephone: BArclay 7-3500
Bell Teletype—NY 1-1248-49

(L. A. Gibbs,- Manager Trading Dept.)
Specialists in Bank Stocks

Gold Dollar Price and

Sterling Convertibility
By PAUL EINZIG

Asserting British opinion holds any attempt to restore sterling
convertibility is doomed to failure unless it is linked to an in¬
crease in price of gold and reduction of the American tariff,
Dr. Einzig contends American opinion should decide whether

I it is worthwhile for U. S. to swallow bitter pill of higher gold
price and lower tariffs for sake of world currency convertibility.

Dr. Paul Einzig

With Eldredge, Tallman
CHICAGO, 111. —Chauncey M.

Boggs has become connected with
Eldredge, Tallman & Co., 231
South La Salle Street. He was

previously with American Se¬
curities Corporation and Olson,

Donnerberg & Co.

Reynolds Adds to Staff
(Special to The Financial Chronicle)

CHICAGO, 111. — Robert E.

Palmquist has become associated

with Reynolds & Co., 39 South La
Salle Street.

• LONDON, Eng.—There is reason
tq belie.ve that, with the Presi¬
dential election out of the- way,
the British Government will make
an effort to

support the
South African

Government's

demand for an

all-round in¬

crease in the

price of gold
in terms of

the currencies

of the coun¬

tries belong-
ing to the
International

Monetary
Fund. In

practice the
decision rests

entirely with
the United S :ates. Pending the
Presidential election the British

Government refrained from press¬

ing the matter for fear that in
response to any publicity on the
subject on this side of the At¬
lantic the Presidential candidates

might feel impelled to commit
themselves in public against an

increase of the dollar price of
gold. Now that the election is
over the matter is likely to be
raised on this side. There are in¬

dications that the question of the
gold price may be linked with the
question of sterling convertibility.
That subject is bound to figure
very prominently on the Agenda
of the impending" London meeting
of Commonwealth Prime Min¬

isters.

With the slight improvement of
the sterling position interest in
convertibility as a practical prob¬
lem is on the increase. Until re¬

cently the popular view was that,
given a sufficiently large dollar
loan from the United States or

the International Monetary Fund,
there should be no difficulty in
resuming convertibility.; This is
not the view taken by Chancellor
Butler. Indeed it would conflict

with <■ his declared maxim of

"trade not aid." Many of his ad¬
visers fear that even a very large
dollar aid would soon be ex¬

hausted if foreign holders of
sterling were to be given a free
hand to help themselves vto the
dollars.

Some quarters base their hopes
on the possibility of large-scale
American investment in the back¬

ward countries of the Sterling
Area. Those familiar with the

difficulties that would have to be

overcome before the American in¬
vestor could be induced to commit

himself on a substantial scale

consider the hopes that the flow
of American capital would solve
the problem of the dollar gap un¬

duly optimistic. Taking a very

long view that factor may well
facilitate the maintenance of con¬

vertibility of sterling once it is
established safely. It seems prob¬
able, however, that the initial rush
would result in a breakdown of

convertibility long before the flow
of dollars to backward countries
would have a chance to gather
momentum.

There is a growing conviction
that the way to secure solid foun¬
dations for convertibility lies in
two directions. In order to ensure

a narrowing of the dollar gap it is
essential that the Dollar Area
should import British and Sterling
Area goods on a much larger

scale. It is equally important that
the dollar price of gold should
be adjusted so as to bring it in
accordance with the general rise
in prices that has taken place
since 1939. It is felt that on the
basis of the pre-war dollar price
of gold the volume of gold avail¬
able for settling international bal¬
ances is not nearly sufficient to
meet post-war requirements in¬
creased by the all-round rise in
prices. An increase in the official
American buying price of gold, in
conjunction with an all-round in¬
crease to be arranged by the In¬
ternational Monetary Fund under
Article IV, Section 7, would great¬
ly facilitate the financing of
import surpluses from the Dollar
Area.

It is fully realized in London
that the idea of changing the dol¬
lar price of gold is highly un¬

popular in the United States. The
only support that could reasonably
be expected Would be from the
States concerned with gold min¬
ing, and their influence is not
nearly sufficient to ensure the
adoption of the proposal. On the
other hand it is also realized that

political opinion and business
opinion in the United States is
very strongly in favor of making
sterling convertible. There seems
to be, therefore, a fair scope for
a bargain. The conviction held on
this side that any attempt at con¬
vertibility is doomed to failure
unless it is linked to an increase
in the price of gold and the reduc¬
tion of the American tariff wall

is growing increasingly firm. The
British Government may find it
difficult to decide in favor of

convertibility unless such safe¬
guards are secured.
It is for American opinion to

decide whether it is worth while
for the United States to swallow

the bitter pills of a higher dollar
price of gold and a lower tariff,
for the sake of the materialization
of the dream of returning to in¬
ternational convertibility of cur¬
rencies. After all, if the United
States are so keen on convertibil¬

ity it is to their interest to create
conditions in which convertibility
could function. The alternative

would be to repeat the experience
of 1946-47 yhen a dollar loan of
unprecedented size was granted
to Britain and the only result de¬
rived from it was a return to con¬

vertibility for a few weeks. It is
more than probable that in 1953
the proceeds of a dollar loan of
equal size would melt away with
equal rapidity as in 1947. Con¬
vertibility which does not rest on

sufficiently solid fundamental
conditions but is merely bolstered
up by means of dollar aid would
mean the repetition of the crisis
of 1947. It would mean instability
in the international economic

situation which could benefit

neither Britain nor the United

States.

Quite conceivably the American
view is that the advantages of a

convertible sterling would not
compensate the United States for
the disadvantages of tampering
with the gold parity of the dollar
and of lowering the American
tariff wall. In that case there

would be no choice but patiently
to await developments which

might fill the dollar gap in the
course of time. Conceivably Amer¬
ican investment in under-de¬

veloped countries may assume

1 <k "

substantial proportions within a

few years. Or Britain may be able
to build up gradually a sufficient¬
ly large gold reserve to return to

convertibility without undue risk.
Such developments are bound to
take time, however. There could
be no short cut to convertibility-
otherwise than through reducing
the dollar gap by means of a

higher gold price and a lower
American tariff wall.

Smith-Douglass Shs.
Publicly Offered by
F. Eberstadt Group

F. Eberstadt & Co. Inc. headed
an underwriting syndicate which
publicly offered on Nov. 18 a total
of 370,000 shares of Smith-Doug¬
lass Co., Inc., common stock at a

price of $18 per share. Of these
shares, 100,000 are being sold for
company account and 270,000
shares by certain stockholders, in¬
cluding mainly the heirs and
trustees of the estate of Oscar F.

Smith, former President of the
company. This is the first public
offering of Smith-Douglass stock
which, heretofore, has been close¬
ly held. ;4. .

Smith-Douglass is an important
producer and distributor of chem¬
ical fertilizer materials and mixed
fertilizers in the tobacco, cotton,
peanut and truck growing areas of
the South and the corn and wheat
belt of the Middle West. The com¬

pany's products are marketed in
Virginia, North and South Caro¬
lina, Delaware, West Virginia and
Tennessee in the South and in

Minnesota, Illinois, Wisconsin, In¬
diana, Iowa and the Dakotas in
the Middle West.
The company will use its share-

of the proceeds for plant expan¬
sion and for additional workin f
capital required by increasin *
sales of the company and its re ¬
cent acquisition, Coronet Phos¬
phate Co., a major phosphate pro
ducer for fertilizer purposes
Smith-Douglass plans to install
phosphoric acid facilities at its
Streator (111.) plant and to make
certain improvements at Coronet's-
Tenoroc (Fla.) plant.
Smith-Douglass had net sales of

$30,211,177 and net income of $l,r
467,423 for the year ended July
31, 1952. On a pro forma basis,
including seven months operations
of Coronet and 12 of Smith-Doug¬
lass, combined net sales for both,

companies were $33,165,834 and
net income was $1,742,782. ..."

The directors intend to declare
an initial quarterly dividend cn

the common stock of 30 cents per-

share, payable during the month
of January, 1953.
The company has agreed, upon

request of the representative of
the underwriters, to apply for list¬

ing of its common stock on tha

New York Stock Exchange.

N. W. Investors Service

BILLINGS, Mont. — Northwest
Investors Service, Inc. has bee l

formed with offices at 2916%

First Avenue to engage in the se¬

curities business. Officers are

Perry J. McKay, President, Rex
H. Lloyd, Vice-President, and
Norwell A. Besinque, Secretary

and Treasurer. Mr. McKay was

formerly connected with Hamilton

Management Corporation.

D, L. Culver With
J. C. Bradford & Co.

J. C. Bradford & Co., members-

of the New York Stock Exchange'

announce that D. Le Roy Culver*

has become associated with th >

firm as a registered representativ }
in its New York office, 44 Walt
Street.
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Provident Trust Bldg.
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Funds' Deflationary Policies
Reafiirmed by Elections

currently? Within the next sev¬

eral months? Any change antici¬
pated in oil holdings?"

Public Utility Purchases

Even before the election many

managements had shifted into de¬
fensive issues, reducing the neces¬
sity for post-election changes.
Thus buying during the three
months under review were con¬

centrated in the public utility
stocks (which has been the favor¬
ite group for over four years,

anyway) as well as the rails, elec¬
trical equipment, merchandise,
and food issues. Natural gas, chem¬
ical, drug and tobacco equitieswere
also liked and marked interest

was shown in bank and insurance

shares. Selling was heaviest in
tne oils, but there was some sub¬
stitution of new issues in port¬
folios, while transactions were
mixed and not very heavy in the
non-ferrous metal division. Al¬

though total over-all purchase
transactions exceeded sales, only
one-third of the balanced open-
end funds added to their equity
investments in contrast with two-

thirds during the second quarter
of the year. Liquidity was in¬
creased measurably, half of the
open-end funds and almost all of
the closed-end companies sur¬

veyed adding to holdings of cash
and governments.

Illustrative of the opinion in
many investment company quar¬
ters which influenced a relatively
more conservative outlook before
the election, necessitating a mini¬
mum of portfolio change during
the present time, we quote from a

talk delivered just preceding Nov.
4th before the Annual Fall Con¬
ference of the Society for Ad¬
vancement of Management by Dr.
Henry Bund, Executive Editor of
the Research Institute of America.
Before taking residence in this
country, Dr. Bund had been one

of the foremost investment com¬

pany authorities on the European
continent:

"America faces an economic re¬

cession, starting some 10 to 18
months from now. The threat is
far more serious today that it has
been any time since before World
War II. If and when it comes, this
period of readjustment will be
both longer lasting and more

deeply disturbing than any of the
difficulties we have had to con¬

front in 15 years, and possibly
longer.
"Though this prediction is made

a short jour days before the na¬
tional election (our italics) it is
not based on any anticipation of
the outcome of that contest. Re¬

gardless of whether it is Steven¬
son or Eisenhower, the victor of
next Tuesday will be taking the
rap for a good deal of economic
sin and inevitable development
which has occurred over the past
12 years at least. The day of reck¬
oning which I personally believe
is inexorably coming, cannot and
will not be avoided by the next
President, no matter who he is,
though its impact and severity
may well be influenced by the
next occupant of the White House."
The anticipation of such a re¬

versal in economic activity is
specifically alluded to in the state¬
ment of Kenneth C. Leonard,
Treasurer and Director of the Mu¬
tual Fund of Boston, managed by
Russell, Berg and Co., thus neces¬

sitating little change in the port¬
folio of this trust since the elec¬

tion: "Since we have believed for
some time that we were approach¬
ing the top of the business cycle
and we have therefore adjusted
our cash position and individual
security and industry group in¬
vestments accordingly, we antici¬
pate no change in our position at
the present time. Looking ahead
several: months, ' it is probable
that certain shifts in stock and

group holdings will be warranted
to correspond with possible effects
from changes in corporation tax
laws and the return of a competi¬
tive economy. Concerning changes
in stock and industry groups, our

objective will be to avoid situa-

CFfie

Bond Fund
OF BOSTON

^Massachusetts Investors Trust

Massachusetts Investors

Growth Stock Fund
•••

Modern PJ'und
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lions where cyclical influences
predominate and where present
built- up capacities appear exces¬
sive in relation to normal demand.
Less attention will be given to
situations where earnings have
been increased principally due to
inflationary forces. We do not
anticipate any major change in
our investment in oils (6.6% net
assets, Sept. 30).
Other representative statements

in answer to our inquiry follow:

John H. G. Pell, President of the
Wall Street Investing Corp.

"As we had considered a Re¬

publican victory probable, our
portfolio is already aligned for
such a development. During the
past year holdings of oil stocks
(14.0% net assets, Sept. 30) nave
been reduced and holdings of util¬
ity stocks have been increased.
We expect less Government spend¬
ing, lower taxes, tighter bank
credit control higher' interest
rates, an expiration of price and
wage ceilings on April 30, 1953,
expiration of the present excess

profits tax on June 30, 1953, and
expiration of the recent excise tax
increases on liquor, gasoline, and
related items on March 31, 1954.
Industries which will benefit from
the election are those whose earn¬

ing power is being impeded by
the excess profits tax (Caterpillar
Tractor), those which are being
hurt by excise taxes (Distillers
Corp. Seagrams), those which are

being hurt by price ceilings
(American Tobacco). Many oil
companies have been sheltered
taxwise during the past several
years of very high corporate taxes
and this favorable feature has at¬

tracted the attention of many in¬
vestors. With the prospects favor¬
ing a more equitable policy of
corporate taxation, the oils lose
this special advantage. We are
satisfied with the cutback in oils
which has already been completed
in our portfolio and with the gen¬

erally conservative distribution of
reserves and security holdings."

Herbert R. Anderson, President of
Distributors Group

"The atmosphere has changed,
the climate for business is un¬

questionably improved, but it is
not possible for such factors- as
the high break-even points of in¬
dustry generally to be radically
changed in the near future. For
some time our analysis of business
and stock market conditions has

pointed out the desirability of
selecting stocks of the companies
which possessed a high combina¬
tion of these three factors:

"(1) An ability to increase or
at least maintain unit output.

- "(2) An ability to increase
or maintain price of the com¬

pany's product.
"(3) To be in a position to

benefit from the reduction or

elimination of EJP.T.

"For some months past, there¬
fore, we have substantially in¬
creased our holdings of selected

stocks in such industries as the
tobaccos, utilities, food chains,
dairy product, auto parts, and
electrical equipment-electronics
because they appear to have a
high combination of these desir¬
able factors. Conversely, because
we felt that by and large the oils,
metals and rubbers, for example,
did not have a high combination
of these desirable investment
selection factors, we substantially
reduced our holdings in these in¬
dustries. To us, Mr. Eisenhower's
election gives added confirmation
to keeping these three investment
selection factors as a guide to in¬
vestment policy over the imme¬
diate future. Thus, we contemplate
no significant changes in our in¬
vestment policies at this time."

Walter L. Morgan, President of
Wellington Fund

"In expectation of a more con¬
servative Administration in Wash¬
ington, regardless of the outcome
of the election, the Fund restored
its common stock ratio during the
weak markets preceding the elec¬
tion from about 60% at the low
market point of 262.3 on the Dow-
Jones Industrials to about 63%
of resources where it was last
June 30, representing over $4 mil¬
lion of purchases. At present, the
fund has 65% of its resources in
common stocks and other appre¬

ciation type securities, 26% in in¬
vestment bonds and preferred
stocks and about 9% in govern¬

ment bonds and cash reserves.

The fund does not expect to make

any further substantial change in
investment position over the near
term as a result of the election.
The new Administration should
increase confidence in business

and investments. Stocks of growth
companies and those subject to
maximum tax rates, which have
not yet discounted the probable
expiration of the excess profits
tax law should do comparatively
well. Some depressed stocks, in¬
cluding food and tobacco stocks,
which have been squeezed be¬
tween high costs and price ceil¬
ings, should also act better. We
believe the outlook has improved
for some stocks in regulated in¬
dustries retarded because of re¬

strictive rates and high labor
costs. Some natural resource

stocks considered as inflation

hedges, which have advanced to
record levels in recent years, may
not do so well under a more

stable economy."

Jack J. Dreyfus, Jr., President of
The Dreyfus Fund

"The swing in the sentiment of
the American people to the sup¬

port of General Eisenhower and
the Republican Party carried an

implication of a preference for
faith and confidence in a realistic
central government to a psy¬

chology of inflation and deficit
financing. The fulfillment of this
change in psychology could be the
basis of a sound and lasting rise
in the general level of security

. : 3

Fundamental Investors, Inc.

Manhattan Bond Fund, Inc.

Diversified Investment Fund

Diversified Common Stock Fund

PROSPECTUSES AVAILABLE ON THESE MUTUAL FUNDS

FROM YOUR LOCAL INVESTMENT DEALER, OR

Cleveland

Chicago
Los Angeles
San Francisco

Hugh w. Long and company

Incorporated

Westminster at Parker, Elizabeth 3, New Jersey
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prices. Included in that advance
should be many wholesome and
undervalued industrial stocks
which have been neglected for the
oils, other natural resource stocks
and growth stocks which are

popular during a period of infla¬
tionary psychology. Therefore, in
making its recent purchases the
Dreyfus Fund has included the

public utility, tobacco, airline, air¬
craft manufacturing, mercantile,
building material, food, rail and
other groups."

Edward C. Johnson 2d, President
of Fidelity Fund

"We do not plan any shifts as a'

direct result of a change in Ad¬
ministration. Our cash position
(3.8% net assets Sept. 30) will
remain pretty much the same

since we are fairly fully invested

cess profits tax law may help
earnings, but in general the ap¬

proach to the selection of securi¬
ties will be much the same as be¬
fore the election." -

Another important fund in Bos¬
ton, but of the balanced type,
stated that they felt that utilities
in many sections of the country
and natural gas companies will be
relieved of administrative inter¬

ference and policies that appeared
at many times to be opposed to in¬
terests of stockholders. "We feel,"
an executive of this trust stated,
"that many oil companies will be
benefited by the settlement of the
Tidelands issue. We feel more

confident of an ending of unfair
profits taxes. We do not contem¬
plate at this time any major
shifts in portfolio emphasis which
has been directed toward strong

anyway. Somewhat in'creased companies offering both prospects
weight may be given to companies for growth as well as companies
where the elimination of the ex- that are favorably situated in the

event of business recession. We
are holding substantial amounts
of insurance stocks; banks; pub¬
lic utilities, including natural gas
companies; oils; chemicals; and
electrical equipment."

Edward P. Rubin, President of
Selected American Shares

"We plan no important change
in our cash position (9.7% net as¬
sets Sept. 30) as the result of the
election. We do feel a little more

strongly that there is a good
chance of eliminating excess

profits taxes on June 30, 1953.
Consequently, currently and with¬
in the next several months, we
will favor a little more strongly
those groups where volume is
likely to be well sustained, and
where elimination of e x'c ess

profits taxes would materially in¬
crease net income. Our short-term

views have been reasonably op¬

timistic and are unchanged by the

election. We feel our oil position
(12.8% net assets Sept. 30) is not
out of line, and while we might
reduce it a little, there is no great
urgency to do so, In fact, we are
inclined to view those oil com¬

panies interested in natural gas
and in the tidelands as being in a
more constructive position than
formerly. . . . And for the long-
term, I think we would say that
we expect the new Administra¬
tion to give the investment mar¬
kets good reason for a higher ap¬
praisal of earnings in the future
than has been true for a long time
in the past."

D. Moreau Barringer, Chairman of
the Board and Secretary,
Delaware Fund

"The results of the election will

not make any profound changes in
our policy. Prior to November 1,

Continued on page 27

Balance Between Cash and investments of 61 Investment Companies
End of Quarterly Periods June and September, 1952,

<Qpen-End Balanced Funds:

American Business Shares :

Axe-Houghton Fund "A"
Axe-Houghton "B"
Boston Fund

Commonwealth Investment
Diversified Investment Fund—
Diversified Funds, Inc

tDreyfus Fund „

Eaton & Howard Balanced

Fully Administered Fund—Group Sees.
General Investors Trust
Investors Mutual

Johnston Mutual Fund

§Mutual Fund of Boston
National Securities—Income
Nation Wide Securities

George Putnam Fund
ftScudder, Stevens & Clark
Shareholders Trust of Boston

Wellington Fund
Whitehall Fund
Wisconsin Investment Co

r

Open-End Stock Funds:

Affiliated Fund

Bowling Green Fund
Blue Ridge Mutual Fund
Broad Street Investing..
Bullock Fund

Delaware Fund
Dividend Shares
Eaton & Howard Stock

Fidelity Fund
Fundamental Investors
General Capital Corp
Group Securities—Common Stock Fund

Incorporated Investors
Institutional Shs.—Stk. & Bd. Gr
Investment Co. of America
Investors Management Fund___
Knickerbocker Fund

Loomis-Sayles Mutual Fund.—.
' Mass. Investors Trust-

Mass. Investors Growth Stk. Fd.__
Mutual Investment Fund

- National Investors l

.National Securities—Stock
- New England Fund—
Republic Investors
-Selected American Shares

Sovereign Investors
State St. Investment Corp

- Wall St. Investing Corp

Closed-End Companies:
Adams Express
American European Securities
American International

Capital Administration
General American Investors
General Public Service

Lehman Corporation .

National Shares Corp
Tri-Continental Corp.
|U. S. & Foreign Securities
•U. S. & International Secur

Net Cash & Gov'ts
Thous. of Dollars

-End of

June

8,729
4,722
8-36

1,084
3,473

581

447

6.384
3,409
237

10,128
276

62

629

3,087
2,533
6.160
396

25,937
56

613

4,163
82

1.385
1.194

2,151
979

13,363
1,138
4,511
4,335
2,617
304

9,306
4-38

3.161
353

11,828
6,691
9,686
2,678
170

580

1,387
1,245
482

1,927
10

24,007
668

2,785
965

1,085
373

8,938
1,115

15,913
1,429
2,795
2,785
5,277

Net Cash & Cov'ts
Per Cent

End of

Invest. Bonds &

Preferred Stocks

Per Cent *

-End of-

Com. Stks. Plus Lower
Grade Bonds & Pfds.

Per Cent

End of
Sept June Sept. June Sept. June Sept.

8,772 22.5 22.9 29.0 29.2 48.5 47.9
5,720 18.8 21.5 20.2 25.1 61.0 53.4
1,182 3.8 4.6 26.6 26.7 69.6 68.7
331 1.3 0.4 43.5 43.1 55.2 56.5

3,313 6.7 6.1 22.3 24.3 71.0 69.6

526 2.1 1.8 20.6 21.1 77.3 77.1
453 40.7 37.3 3 4.6 7.6 54.7 55.1

8,161 7.4 • 9.2 31.9 30.3 60.7 60.5

3,594 ,51.1 54.1 9.0 9.0 39.9 36.9
287 9.9 12.4 10.9 11.1 79.2 76.5

12,339 2.7 3.1 32.5 31.8 64.8 65.1
313 16.1 18.1 18.5 19.2 65.4 62.7
25 2.9 1.2 36.5 38.5 60.6 60.3
624 2.5 2.4 19.1 16.9 78.4 • 80.7

2,813 15.8 14.6 26.8 29.3 57.4 56.1
4.858 4.3 8.4 22.8 21.7 72.9 69.9

5,499 16.0
•

14.1 30.9 32.5 53.1 53.4
388 5.0 4.9 • 21.9 23.4 73.1 71.7

27,216 11.8 12.0 24.6 27.1 63.6 60.9
39 2.3 1.5 45.9 47.1 51.8 51.4

837 12.4 17.0 V 7.0 7.0 80.6 76.0

6,391 2.0 2.9 0.1 0.1 97.9 97.0
140 10.3 18.2 - 30.6 26.7 59.1 55.1

1,235 6.4 5.9 None None 93.6 94.1

1,127 4.3 4.0 4.5 5.3 91.2 90.7

2,040 15.1 14.4 None 0.9 84.9 84.7
422 7.2 3.0 1.9 3.0 90.9 94.0

14,821 12.1 13.4 None
'

0.2 87.9 86.4
881 7.8 6.5 4.0 2.0 88.2 91.5

2,887 6.0 3.8 0.7 3.7 93.3 92.5

2,789 3.2 2.0 None None 96.8 98.0

2,727 19.3 20.3 None None 80.7 79.7
358 7.8 8.2 None None 92.2 91.8

8,725 7.3 7.0 None None 92.7 93.0

384 21.0 17.7 7.4 9.5 71.6 72.8

3,382 16.6 17.0 None None , 83.4 82.5
275 2.5 2.0 None None 97.5 98.0

11,572 72.1 70.9 3.4 3.9 24.5 25.2

8,148 25.4 29.6 19.6- 20.4 55.0 50.0

12,215 2.0 2.6 None None 98.0 97.4

NA
.

7.1 NA None NA 92.9 NA
325 8.9 15.5 36.7 32.3 54.4 52.2
680 {iU ' 2.0 2.4 None None 98.0 97.6

1,404 • 'h 3.1 2.9 None None 96.9 97.1
'

1,431 v 22.1 24.3 .9.8 8.8 ' 68.1 66.9
646 1 7.8 ' 10.9 26.1 27.6 66.1 61.5

2,361 8.0 9.7 None None 92.0 90.3
7 1.7 1.1 5.6 5.6 92.7 93.3

25,686 21.2 - 23.1 None 0.5 78.8 76.4
749

„
19.2 21.3 None None • 80.8 78.7

3,827 5.0 7.1 0.6 0.5 94.4 92.4
997 6.8 7.4 12.8 13.7 80.4 78.9

1,458 4.1 5.9 0.8 0.8 -95.1 93.3
399 3.4 3.8 14.4 14.6 82.2 81.6

8,680 16.1 16.0 None None 83.9 84.0
1.228 8.1 9.2 None . None 91.9 V 90.8

17,442 10.6 12.-0 None None 89.4 88.0

1,861 10.7 14.2 8.2 7.5 81.1 78.3

3,518 1.7 2.2 13.6 14.1 84.7 83.7

2,978 4.3 4.8 None None 95.7 95.2

5,551 7.8 8.5 0.1 0.1 92.1 91.4

SUMMARY

* Investment bonds and preferred stocks: Moody's Aaa through
Ba for bonds; Fitch's AAA through BB and approximate equiva¬
lents for preferreds. f Portfolio exclusive of securities in subsidiary
or associated companies, t Name changed from Nesbett Fund.
§ Name changed from Russell Berg Fund. flJune figures corrected.
NA Not available.

Change in Cash Positions of 60 Investment Companies

(Period—Third Quarter— 1952)

Open-End Companies: • Plus

Balanced Funds 10

Stock Funds 15

Closed-End Companies 9

Totals—All Companies— 34

Minus Unchanged Totals
6 5 21

11 2 28
0 2 11

17 'll 60

K
¥ 4 * # \ *

Aberdeen Fnni
Est. 1935

A

Mutual

Investment

Fundi

Prospectus from your
Investment Dealer or G I

61 BROADWAY, NEW YORK 6,

A Mutual Investment Fund

GROWTH

COMPANIES, Inc.
For a Prospectus

Ask Your

Investment Dealer

. , or . .,.v

GROWTH COMPANIES, INC.
1422 Chestnut St., Philadelphia 2, P».

INVESTORS FUND
Incorporated

1016 BALTIMORE AVE.

KANSAS CITY 6, M0.

PRINCIPAL

UNDERWRITER

AND

DISTRIBUTOR

FOR

PROSPECTUS ON REQUEST

Please send me Prospectus without

obligation.

Name
'

- }

Address

City State

Fund, Inc.
Prospectus on request from
your investment dealer or

Research-Distributing
Corporation
120 Broadway, New York 5, R. Y.

Telephone
WOrth 4-6731

Teletype
NY 1-631
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Joins Jas. E. Bennett
(Special to The Financial Chronicle)

CHICAGO, 111. — Hilbert C.
Nickel has joined the staff of
James E. Bennett & Co., 141 West

Jackson Boulevard, members of

the N$w York and Midwest Stock
Exchanges.

SOVEREIGN
INVESTORS
A MUTUAL INVESTMENT FUND

Prospectus upon request

GEORGE A. BAILEY b CO.
845 LAND TITLE BLDG., PHILA. 10, PA.

General Distributor

RIttenhouse 6-9242

MUTUAL FUND

ofBOSTON inc.

mutual
rUND

BOSTON

Prospectus from your dealer or

InvestmentManager and Underwriter

RUSSELL, BERG & COMPANY

19 Congress Street, Boston, Mass.

/

;

^J^radion
^7~und

INC.

An Open-End Investment
Company

Prospectus may be obtained from
your authorized dealer or

HUDSON FUND DISTRIBUTORS
Inc.

Principal Underwriter

115 Broadway 13 5 S. La Salle St.
New York 6. N.Y. Chicago 3, Illinois

Send me a Prospectus describing
the Company and its Shares

NAME

ADDRESS

CITY

%>.#•

V',"

Prospectus on request from
your investment dealer or

TELEVISION SHARES
MANAGEMENT CO.

135 S. La Salle St. 115 Broadway
Chicago 3, 111. NewYork 6,N.Y.

Send me a Prospectus describing
the Company and its Shares

NAME-

ADDRESS

CITY

Changes in Common Stock Holdings of 44 Investment Management Groups
(June 30-Sept. 30, 1952)

Transactions in which buyers exceed sellers—or sellers exceed buyers—by two or more management groups. Issues which
more managements sold than bought are in italics. Numerals in' parentheses indicate number of managements making entirely
new purchases or completely eliminating the stock from their portfolios.

—Bought—
No. of No. of

Trusts Shares

Agricultural

7 42,500
4(1) 56,700

-Sold-

No. of

Shares

Equipment:
Deere and Co.1 19,800
International Harvester 100

Auto and Auto Parts:

4

3

5(1)
4

3(2)
2

None

7,600
5,600
21,500
8,900

18,500
1,500
None

Bendix Aviation — 500
Borg Warner None
Chrysler 3,200
Doehler-Jarvis Corp. None
General Motors — None
Libbey-Owens-Ford Glass None
Thompson Products 16,400

Aviation:

Containers and Glass:

2

11

6(2)
4

7

3(1)

Electrical Equipment:

1,200 General Time Corporation _ None
13,040new Motorola 3 None
16,400 Philco Corp. 1, 000
6,900 Radio Corp. of America 1,000
31,200 Westinghouse Electric 2,000
1,800 Zenith Radio None

Financial, Banking and Insurance:

d3

GROWTH

INDUSTRY

SHARES, inc.

No. Of

Trusts

4

1

1

None

2

None

None

None

3(1)

2(1) 8,000 American Airlines None None

6(3) 79,600 United Aircraft _ _ —
___ 39,300 3(1)

2(2) 16,000 Douglas Aircraft - 5,400 -4(1)

Beverages:

4(1) 7,500 Coca Cola ---- -
None None

1 400 National Distillers ___ 18,700 3(2)
None None Hiram Walker —

___ 6,500 2(1)

Building Construction and Equipment:
2 2,270 American Seating . __ _

None None

2 2,500 Flintkote None None

2 5,300 Johns-Manville ...
None None

3(2) 14,500 Yale and Towne - .
___ 8,000 1(1)

None None American Radiator — ___ 38,900 2(1)

Chemicals:

4 18,900 Air Reduction _____ None None

3 7,600 Allied Chemical and Dye _ 2,100 1

2 15,000 Commercial Solvents None. None

3 12,000 duPont _ ______ None None

2(1) 1,100 Hercules Powder __ None None

2(1) 5,300 Inter. Minerals & Chemical- None None

2(1) 7,600 Tennessee Corp. __ _ _
None None

None None American Cyanamid i .___ 8,000 2

None None Dow Chemical2 (new) 8,295 4

1 300 Monsanto Chemical _ 10,200 4

5(1) 3,500 Continental Can _ _ 14,100 3(1)
2 6.000 i Hazel Atlas Glass__________*._ None None

3(2)- 14,000 < Owens-Corning Fiberglas _ 1,500 1

2 30,000 American Can *. _ 16,100 4

Drug Products:

2 11,800 Colgate-Palmolive-Peet None None

2 4,500 Gillette Co None None

4(1) 10,200 McKesson & Robbins None None

4(2) 5.100 Merck & Company _ 3,600 2

4(2) 11,800 Parke, Davis & Company -
_ 8,000 1(1)

2 12,000 Sterling Drug 1 None None

None

None

i •

KD
i

None

3(1) 1,300 Aetna Life Insurance Co _ None None

3(2) 20,875 American Investment Co. (111.) 2,500 1(1)
2 5,100 Bank of Manhattan. None None
2 1,100 Cont. 111. National Bank & Trust None None

2(1) 300 Fidelity Phenix Fire Insurance- None None

2(1) 6,400 First National Bank of Boston. _ None None
2 3,000 General Reinsurance Corp. None None

3(2) 1,570 Guaranty Trust Co. of N. Y None None
2 4,200 Household Finance Corp None None
4 7,600 M!arine Midland _ __ _ None None

2(1) -300 Seaboard Finance Co None None
2(2) 2,600 Security-First Nat. Bank of L. A. None None
2(2) 3,687 Southwestern Life Insurance Co. None None

2(2) 500 Travelers Insurance None None

Food Products:

2(1) 14,100 Best Foods __ _ _ _ _ None None
2 1,500 Borden Co. _ _ _ None None

4(1) 18,000 General Foods __ None None

A Mutual Fund

Priced at 103% of net asset value.

Prospectus from your dealer or . .r, ■
•

.• 1 '

HARLAND ALLEN ASSOCIATES
28 EAST JACKSON BOULEVARD—CHICAGO 4, ILLINOIS

No. of

Trusts

2

4(3)
2 ■

2(1)
4

-Bought- -Sold-

No. of

Shares

Great Western Sugar ___ None
National Biscuit 300

Standard Brands __ None

United Biscuit Company None
United Fruit Company !__ None

Machinery and Industrial Equipment:

6(2) 20,700 Allis Chalmers 23,800
None None Foster Wheeler 2,400

Metals and Mining:

No. of

Shares

4,100
30,800
5,600
1,000
9,600

Public Utilities: .

American Gas & Electric 3,215
Arizona Public Service None

Brooklyn Union Gas 8,000
Carolina Power & Light None
Central Illinois Public Service. _ None

Columbus & Southern Ohio El. None
Consolidated Edison of N. Y,___ 8,000
Florida Power Corp. 7 None
Florida Power & Light None
(General Public Utilities8.. 1,200
Indianapolis Power & Light None
Pacific Gas & Electric 9 1,000
Philadelphia Electric None
Public Service of Indiana. None
Public Service Electric & Gas.. 17,000
Southern Co.10 4,948
Utah Power & Light11 None
Washington Water Power None
West Penn Electric 100
Wisconsin Electric Power None

Cincinnati Gas & Electric 8,725
Cleveland Electric Illuminating_ 8,300
Middle South Utilities 17,900
Montana Power Co.-- 23,500
Niagara Mohawk Power 46,800
North American 64,400

Loew's Inc. None
National Theatres, Inc.12 None
Paramount Pictures None

Twentieth Century-Fox (old) 13 5,500
United Paramount Theatres 33,800

Atchison, Topeka & Santa Fe— 400
Great Northern Pfd... 4.000
Illinois Central 1.000

7(2) 13,795
2(1) 25,000
3 17,800
2(1) 9.800

3(2) 21,500
5(1) 53,200
4(1) 37,400
3 12,100
4(2) 5,600
17(1) 68,088
2(1) 5,600
6(1) 65,100
3 16.180

3 7,360
4(1) 22,200
8(2) 110,790
6 10,020
6(6) 53,700
3 35,400
3 11,400
None None

None None

2 3,300
1 18,100
2(2) 1,300
1 15,100

Radio and

3 43,200
3(3) 12,500
2 15,700
None None

1 3,000

Railroads:

6(1) 22.200

7(3) 17,100
6(2) 8,950

No. of

Trusts

None

1

None
None

None

4

2(1)

3 7,500 Aluminum Co. of America None None

2(1) 5,200new American Metal Co.1 None None

3(2) 23,700 Climax Molybdenum ______
None None

2(1) 600 Homestake Mining None None

5(2) 5,500 Kennecott Copper _ _ 1,500 2

1 2,000 Amencan Smelting & Refining 3,000 4(2)
None None Anaconda Copper _ _ _ 1,200 3(1)
None None Consolidated Mining & Smelting 3,400 3(1)
1 500 International Nickel 6,600 4(1)
None None Island Creek Coal 10,000 2(2)

Office Equipment:

2 4,577 International Business Machines None None

I 4,500 National Cash Register 3,060 3(2)

Paper and Printing:

2 1,200 Champion Paper & Fibre. None None

3 1,800 Crown Zellerbach _ _ __
800 1(1)

3 5,800 Scott Paper None None

2 2,100 Shellmar Products Corp.___ None None

2 9,100 Union Bag & Paper None None

4 18,500 International Paper 35.900 7(1)
None None Marathon Corp. 7,200 2

Petroleum:

4(1) 14,100 Anderson-Prichard Oil _ None None

2 2,200 Honolulu Oil4 __ _ _ _ _ None None

2(1) 13,000 Husky Oil Co._ _ _
None None

6(2) 3,600 Ohio Oil _ _ 500 1

3 4,500 Richfield Oil __ __ None None

4(4) 16,020 Royal Dutch Co. (N. Y. shares) None None

5 17,900 Shell Oil 1,100 2(1)
2 2,300 Signal Oil & Gas "A" None None

3 11,400 Sacony Vacuum Oil 1,300 1

2 1,100 Superior Oil Co _1 None None

2 3,000 Cities Service 9,100 4(1)
1 1,000 Creole Petroleum _ _ _ 9,600 4(3)
None None Lion Oil 4,900 3(3)
None None Louisiana Land & Exploration-_ 400 2(1)
None None Mission Corp. _ _ _ 3,400 2(1)
2(2) 4,500 Phillips Petroleum 21,000 4

2 5,400 Pure Oil _ _ ___ 8,600 4(1)
2 8,700 Standard Oil of California 6,600 4

3 7,860 Standard Oil of New Jersey 5__ 6,292 8(1)
3 7,500 Texas Company __

" .-J\- .'r ' 4v.- ' <■' ' "w v •"
14,400 7(3)

Natural Gas:
. . "* v ' . • -

4(1) 17,100 American Natural Gas__ 14,000 2 .

5(2) 4,400 Panhandle Eastern Pipe Line— 9,800 3

2 3,300 Southern Natural Gas.^—____ None None

5 9,448 . Southern Production Co. 6__ None None

None None Texas Eastern Transmission ._ 5,000 2(1)
1 400 24,200 6-

4(2)
None

1(1)
None

None

None

2(1)
None

None

1(1)
None
1

None

None
1

3(3)
None

None
1

None

3(2)
3(1)
4(1)
■3(1)
5

4(1)

None
None

None

2(2)
3(2)

1

2(2)
1
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—Bought--
t Sold

No. of No. of • i *n v No. of No. of
Trusts Shares ' Shares ' Trusts

2(2) * 300 Kansas City Southern ___ ..None None
5(2) 3,800 N. Y.,'Chicago & St. Louis.:'; 600 1
3(1) 4,600 Norfolk & Western —: None None
3(1) 12,000 Northern Pacific-__i; HI. 1,500 1
2(1) 2,000 Western Pacific __C_ ___ None None
None None Atlantic Coast Line 2,000 3(1)
1 1,000 Canadian Pacific — _ 6,800 5(2)
2(1) 3,100 Chicago, Rock Island & Pacific 24,000 4(2)
3(1) 1,900(new) Southern Pacific1 .-(old) 10.000 1(1)

(new) 34,300 7
1 100 Union Pacific , 3,900 3(1)
Railroad Equipment:

2 2,400 General American Transport— None None
2 400 Westinghouse Air Brake ZZS- None None
None None American Locomotive z.-.sz 6,100 2(1)
Retail Trade:

4 7,500 Allied Stores None None
3(1) 2,400 American Stores None None
2(1) 5,300 First National Stores— None None
2 1,450 Grand Union None None
2 4,700 Grant (W. T.) Co None None
2 5,000 Penney None None
2(1) 3,100 Safeway Stores None None
2 4,300 Western Auto Supply None None
2(1) 700 Woolworth None None

1(1) 100 H. L. Green.... 20,600 3(3)
None None Marshall Field 11,000 2(1)
Rubber and Tires:

4(1) 25,200 Firestone 1,500 2
4(1) 9,700 Goodyear 900 2(1)
i 2,000 Goodrich : 3,000 3

Steels:

4(1) 3,300 Armco Steel None None

2(1) : 2,500 General Refractories - None None
4 14,000 Youngstown Sheet & Tube—— 12,000 1(1)
1 1,000 Bethlehem Steel . 10,900 4(1)
None None Jones & Laughlin 10,200 2(1)
None None United States Steel.. __ 13,500 2(1)
Textiles:

3 6,100 Stevens (J. P.) Co None None
None None Beaunit Mills 6,900 2(2)
None None Industrial Rayon 1,700 2
Tobaccos:

4(2) 11,100 American Tobacco , INone None
3 32,700 Liggett & Myers None None
4(1) 24,200 Philip Morris 1,700 2
3 .. 16,100 Reynolds Tobacco 3,000 1(1)
Miscellaneous:

2(1) 2,200 Hilton Hotels : None None

Continued from page 25

Funds' Deflationary Policies
Reaffirmed by Elections

purchased a total of 22,200 shares
of Santa Fe and a like number ac¬

quired 8,950 shares of Illinois
Central. Nickel Plate was also one

of the best bought issues during
the period under review and buy¬
ers were friendly toward Northern
Pacific and Norfolk and Western.

Selling centered in Canadian Pa-
Delaware Fund was fully in- three months' period under re- cific and Rock Island. Union Pa-
vested in equities practically all view, included the following: cific and Coast Line also experi-
of them common stocks. We do Traders Finance "A" and South- enced some liquidation,
not plan to recede from this posi- western Life by the Boston Fund; The electrical equipment and
tion, though some shifts between Armstrong Rubber "A" by Diver- television issues jumped up from
industries may be indicated. The sified Investment Fund; Royal their seventh group-ranking of
deadening effect of the Excess Dutch Company for the Working the second quarterly period to
Profits Tax on progressive and of Petroleum Wells in Netherlands third place in investment favor,
-growing companies seems likely India (New York Shares) by Westinghouse was top favorite,

Eaton and Howard Balanced and

MUTUAL INVESTMENT FUNDS

■/J MUTUAL

]/J STOCK FUND

'/wedfo/j SELECTIVE FUND

FACE-AMOUNT CERTIFICATE COMPANY
■

.1 ' • '

SYNDICATE OF AMERICA

Prospect uses of these companies available at offices
in 148 principal cities of the United States or from
the national distributor and investment manager.

DIVERSIFIED SERVICES, INC.
Established in 1894

MINNEAPOLIS 2, MINN.

to be lifted. Some of our portfolio
had already been chosen with this
outlook in view; additions to this
type of security will continue to
be made." Mr. Barringer's com¬
ments on his fund's oil position is
interesting and apparently at
variance with some of the other

managements; "As reported in my

periodic letter to the Directors of

Stock Funds, George Putnam
Fund, Wisconsin Investment Co.
and Overseas Securities; Employ¬
ers Group Associates by Share¬
holders Trust of Boston; Anglo-
California National Bank of San

Francisco and Peerless Casualty
by Eaton and Howard Stock; Fund;
Consolidated Engineering by In-

seven managements acquiring a
total of 31,200 shares. Philco was

also well bought, 16,400 being
added to holdings of four trusts
and initially committed to the
portfolios of two others. Radio
was still liked, but enthusiasm,
was about on a par with the pre¬
vious quarter when four funds
showed mild interest. Most of the

L,a,,,„ro v..nfs hOB,n ^ corporated Investors; Ford Motor additions to holdings of MotorolaDelaware Fund, we began in the . aHa Wi^oi t„_ to* tha Cnnt_i,n

middle of October to reestablish a

larger position in oil stocks (6.1%
net assets Sept. 30), which had
been reduced to a minmium a

year ago. This move is not

primarily controlled by the elec¬
tion results; rather the decline in

of Canada "A" by National In¬
vestors; Kewanee Oil by General
Public Service; and Westpan Hy¬
drocarbon by the Lehman Corpo¬
ration.

Utility Issues

Pacific Gas and Electric con-

resulted from the stock split-up
plus shares purchased through ex¬
ercise of rights. About 4,500
shares were bought otherwise by
four managements. Opinion was

fairly well divided on General
Electric. <

The retail stocks still main-
price of major oil securities had ttaued as^n outstandmg favorite tained their popularity, although •rendered them, in our opinion, '" the Power and light group as purchase were 25% ,ess thap
sufficiently attractive to reinstate ® during the June period. Allied
the position." year. Six funds added a total of

65,100 shares, one making a new
Stores was the favorite issue, four

William A. Parker, President of comimtment; rights were used by ^ares, n^tores afso^as
Incorporated Investors two managementsitofaaht|itethe ]iked by thr£e fundSj one making

"In answer to the particular additions. American Gas and Elec- ?n 0t*®£
question asked, we expect purchases in pairs of twq each

were scattered over a wide list

including First National Stores,
Grand Union, Grant, Penney,
Safeway, Western Auto Supply
and Woolworth. Selling was con¬
centrated on H. L. Green, three
funds eliminating a total of 20,600

SUMMARY :

Balance Purchases and Sales Portfolio Securities
59 Investment Companies

Open-End Companies: Bought Sold Matched Total
Balanced Funds 7 4 10 21
Stock Funds 20 1 6 27

Closed-End Companies 14 6 11

Totals—All Companies. _ 28 9 22 59

FOOTNOTES
1 Excluding stock received in 2 for 1 split-up.
2 Excluding shares received in 3 for 1 split-up.
3 8,660 shares purchased through rights. Basis: 1 for 10 on new stock.

Additions resulting from 2 for 1 split-up not included.
4 9,750 shares received in exchange for 5%s of '61.
5 Stock received as dividend from Standard Oil of Indiana (2 for 100)

not tabulated.
6 Additions received as 10% stock dividend.
7 Purchased through rights. Basis: 1 for 5.
8 33,339 shares purchased through exercise of rights. Basis: 1 for 15.
9 A small percentage of additions acquired through rights.

10 Part bought with rights. Basis: 1 for 15.
11 With exception of 990 shares received as 10% stcck dividend.
12 Two blocks totaling 5,500 shares received in exchange for Twentieth

Century-Fox (old).
13 Exchanged for Twentieth Century-Fox (new) and National Theatres.

NOTE — This survey covers 62 investment companies, but purchases or
sales of fund sponsored by one management are treated as a unit. For
example, the several funds sponsored by Calvin Bullock are considered as

having the weight of one manager. Individual portfolio changes of the
Loomis-Sayles Mutual Fund are not surveyed.

. .
, J10 trie was also a top favorite during

change in policy on account of the quarter under review, seven
new Administration for the pres- trusts buying 13,795 shares, two
ent." making new purchases. A total of
The President of one of the 68,088 shares of General Public

most successfully managed stock Utilities was added to 17 port-
funds stated: "Our portfolio pro- folios and 110,790 shares of South-
gram is a long-range one and we em Co were bought by 8 trusts, ^aTeVfrom The'fr holdings. *F<nwdo not feel that the policies of the but inuch of this stock was ac - purchases were offest by three
new Administration are as yet Quired through the stimulus o.
sufficiently well defined to permit rights. Columbus and Southern
the formulation of a new program. 0hio Electric was also liked by
We, therefore, expect to institute five managements, while six new
changes only after sufficient commitments were made in Wash-
evidence comes to light to warrant Water Power, totaling 53
such changes."

Francis F. Randolph, Chairman of
the Board and President Tri-
Continental Corp., Capital Ad¬
ministration, Broad Street In¬
vesting Corp., National In¬
vestors, and Whitehall Fund

700 shares. Four funds each ac¬

quired stock of Consolidated Edi¬
son of New York, Florida Power
and Light, and Public Service
Electric and Gas. Excluding one
block of 20,000 shares received in
exchange for 4V2's of '64, opinion

were

sales of Montgomery Ward while
there was one isolated acquisition
in Sears of a block of 8,000 shares.
Chrysler was. the favorite among

the motor shares, five manage-f
ments purchasing a total of 21,500
shares, one making an initial com¬
mitment. 18,500 shares of General
Motors were also bought, but only
three trusts were interested; two
of these made new acquisitions.
Transactions were about evenly
divided in Studebaker, six pur¬
chases contrasting with five sales.

was divided on American Tele

"In general, we are not making Phone, three purchases offsetting y0jume Qf the former was four
any immediate changes of policy a simiiar numoer ol sales, belling ^mes ]atter, however. Bendix,
based upon the elections of this was concentrated on Niagara Mo- Boehler-Jarvis and Borg Warner
week. The present momentum of hawk Power and North American. were favorites among the equip-

Rails Popularity Runners-Up

The rails moved up to rank as
the second most popular group
from their number three position
held during the previous quarter.
Great Northern was the favorite,
seven trusts acquiring a total of

the American economy is so

strong that it should carry for¬
ward for quite a while yet, quite
regardless of the point of view
of the new Administration. Per¬

sonally, I would much prefer to
get a more concrete idea as to
how the new Administration is to

ment issues while three companies
liquidated a total of 16,400 shares
of Thompson Products. Only air¬
craft manufacturer to meet with

pronounced acceptance was United

Aircraft, a total of 79,600 shares

being added to three portfolios

shape up as to personnel and such 17,100 shares, two of these making and initially committed to three
Continued on page 28policies as foreign relations,

spending and taxation before I be¬
gan to reshape any investment po¬
sition based on the new Adminis¬
tration."

It is interesting to observe that
during the third quarter of the
year the George Putnam Fund,
Bowling Green Fund, Axe-Hough-
ton Fund "A," Republic Investors
and the Investment Co. of Amer¬

ica made noticeable reductions in
their holdings of the oil issues. So,
also, purchase of insurance equi¬
ties was paced by additions to the
portfolios of the Boston Fund
Shareholders Trust of Boston and

again the Investment Co. of Amer
ica. Massachusetts Investors Trust

displayed marked interest in air¬
craft manufacturers, placing $3
million in shares of Douglas,
Grumman and United Aircraft.

On the other hand Douglas and
Grumman, as well as North Amer¬
ican Aviation, were eliminated
from the portfolio of Overseas Se¬
curities. Rails were particularly
well liked by Putnam, Sharehold¬
ers of Boston, Fundamental In¬
vestors and Bowling Green.

'

Less frequently held issues,
added to portfolios during the

initial commitments. Six funds

K

*

eysto

lan

F

Certificates of Participation in

INVESTMENT FUNDS
investing tkeir capital

IN

BONDS

(Series B1-B2-B3-B4)

PREFERRED STOCKS
(Series K1-K2)

COMMON STOCKS
(Series S1-S2-S3-S4)

Prospectus from your local investment dealer or

Tke Keystone Company of Boston
50 Congress Street, Boston 9, Mass.
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Outlook (or Tax-Exempt Bonds
others. Douglas was lightened by
three managements and elimi¬
nated by another.
In C. I. T. Financial volume was

light, but transactions slightly fa¬
vored the buying side. The bulls
also had a slight edge in Com¬
mercial Credit and, of course,
there were the additions resulting
from the stock split-up. Buying
of insurance and bank shares was

still in the ascendant, but as usual
purchases tended to be scattered
over many individual issues. Pur¬
chases in pairs were made, how¬
ever, in Aetna Life, Fidelity-
Phenix Fire, General Reinsurance,
Southwestern Life and Travelers.
Marine Midland and Guaranty
Trust of New York were the most
popular among the banking issues.
Also liked Were Bank of Manhat¬
tan Co., Central Illinois National
Bank and Trust of Chicago, First

National Bank of Boston, and Se-

1952 CAPITAL GAINS

DISTRIBUTION
The Directors ofChemical Fund, Inc. today
-declared a distribution of $1.00 per share
from realized net capital gains payable on
December 26, 1952, to stockholders of
record November 24, 1952, in stock at the
December 8, 1952 net asset value or, at the
option of each stockholder, in cash.

DANIEL BREITBART

November 19, 1952 Secretary

Would YOU

like the FACTS*
about

Knickerbocker

Fund?

* Write today for your
Free Prospectus!

KNICKERBOCKER SHARES, INC.
20 Exchange Place, New York 5, N. Y.

curity-First National Bank of Los
Angeles.

Selling of the oils was featured
by liquidation in Texas Co., lour
trusts lightening holdings and
three eliminating the stock from
their portfolios. Sales totaled 14,-
400 shares, partially offset by
tnree purchases amounting to
7,500 shares. Selling by four funds
each also predominated in Cities
Service, Creole Petroleum, Phil¬
lips, Pure Oil and Standard of
California. Several funds sold
stock of Standard of Jersey re¬

ceived as a dividend from Stand¬
ard of Indiana. Ohio Oil was fa¬
vorite on the purchase side, six
companies acquiring 3,600 shares.
The New York Shares of Royal
Dutch Petroleum were initially
acquired by four trusts and Shell
Oil was added to five portfolios.
Another favorite was Anderson-

Pritchard, a total of 14,100 shares
being bought by three funds and
newly purchased by a fourth.

Sales Predominated in Non-
Ferrous Metals

Transactions were mixed in the
non-ferrous metal division and

comparatively light volume
matched performance during the
second quarter of the year. Four
trusts sold 3,000 shares of Amer¬
ican Smelting and Refining and
the same number liquidated 6,600
shares of International Nickel.
Anaconda and Consolidated Min¬

ing and Smelting of Canada also
were sold on transaction balance.
Kennecott was liked by five man¬

agers but share volume was com¬

paratively light. Climax Molyb¬
denum and Aluminum of Amer¬
ica were also favored by pur¬

chasers, three managements ac¬

quiring a total of 7,500 shares of
Aluminum stock and 23,700 shares
of Climax; two of these latter
blocks represented initial com¬

mitments.

H. G. Sylvester With
Kidder, Peabody Go.
(Special to The Financial Chronicle)

BOSTON, Mass. — Horace C.
Sylvester III has become asso¬

ciated with Kidder, Peabody &
Co., 75 Federal Street. Mr. Syl¬
vester was formerly with Hall &
Co. and the Northern Trust Com¬
pany of Chicago in their New
York office and prior thereto was

with Coffin & Burr.

Joins Francoeur Staff
(Special to The Financial Chronicle)

CHICAGO, 111.—John A. Kitter-
master has become connected with
Francoeur & Company, Inc., 39
South La Salle Street. - He was

previously with A. G. Becker
. & Co.

"V?' *

We are pleased to announce that

Reginald l. Walsh

and

John D. Wilson

are now associated with us as

Wholesale Representatives

DISTRIBUTORS GROUP, incorporated
63 Wall Street, New York 5, N. Y.

Boston • Chicago • San Francisco • Richmond • Si. Louis

seriously, and there is a tendency
now on the part of a good many
of the states to issue state obliga¬
tions in order to give aid to local
communities which /may not be
able to afford adequate school fa¬
cilities without it. Quite a bit of
this financing has been done al¬
ready through different types of
issues; some have been general
obligations, others have been
revenue bonds secured by rentals

paid by the local communities in
which the schools are built. Tnere
has also been some school aid,
such as in New York State, sim¬
ply paid from the General Fund.
The outlook is for more of this.

California voted $ 1 8 5 million
scnool bonds yesterday. Maine
has a School Authority program
set up for which, so far, no bonds
have issued, though revenue ob¬
ligations are provided for. South
Carolina has about $75 million
authorized and other states are

studying the matter.
Apparently there is going to be

no dimunition in the amount of

State school financing over the
next few years.

Highway Bonds

Highway construction, as al¬
ways, is another serious need in¬
sofar as the states and subdivi¬

sions are concerned. The only ef¬
fect which this can have on the

volume of financing in the near

future is to increase it, at least
as far as state roads are concerned.
The reason is that in recent years,
due to the increase in current

revenues which practically all
states have been receiving, they
have largely taken care of state
road construction out of current

funds. There has been very little
state highway financing other
than the large turnpike issues.
While conditions remain as they

are I do pot see any reason why
this situation should change dras¬
tically. If, however, we should ex¬

perience an economic recession
and some of the states find that
their revenues are falling off, they
may very well revert to their
former procedure of providing for
their highway needs from the pro¬
ceeds of bond issues rather than
out of current funds.

In any event, the only prob¬
able change in the amount of or¬
dinary state road financing ap¬
pears to be upward.
Another comparatively new

program that holds the possibility
of rather substantial public bor¬
rowing is the elimination of
stream pollution. There is an in¬
creasing awareness of this serious
hazard and the need to eliminate
contamination of the n a t i o n's
streams by proper disposal of sew¬
age, and other wastes. It is a

problem in numerous communi¬
ties. Health officials in many cases
have been actively sponsoring
remedial legislation. This can be
an expensive proposition, requir¬
ing treatment plants and other
elaborate installations and neces¬

sitating long term financing. In
some cases this a^nmplioV>f»d
by creation of authorities which

bring into the picture several
cuiiiniuniues mat jointly lurnisn
the funds from which the bonds
are paid. In some instances the
industries responsible for the pol¬
lution are also assessed, as has
been done in New Jersey.

Offstreet Parking Lots

Another purpose for which
there is increased financing, and
for which there will probably be
more as time passes, is off-street
parking. The United States
Chamber of Commerce has called
the parking problem the biggest
enemy oi uusinessr^fr tue
time. It not only affects large
-cities but the smaller cities: as

well.,

. There are two solutions to this;
one, parking meters which in most

cases are self-supporting; the
other, off-street facilities, ramp
garages, parking lots, etc., which
may or may not be.
In the case of parking lots, and

particularly garages, if bonds are
issued payable solely from reve¬

nues, it is often necessary to have
a combination security, the bonds
being payable not only from the
revenues of the off-street facilities
but also by a pledge of revenues
from the parking meters as well.
Just how this may run in the

way of volume is anybody's guess,
but issues have already been
brought out showing that it could
amount to considerable in the way
of bonds. For instance, a Peeks-
kill Authority has issued $440,000;
Ann Arbor $550,000; Des Moines
$1,250,000; Grand Rapids $800,000,
and Pittsburgh has issued $6,000,-
000 of bonds for a garage and has
proposed $4,000,000 more. Phila¬
delphia has a Parking Authority
that has issued $1,200,000 of bonds
and is planning additional proj¬
ects. So it is apparent that the
provision for off-street parking,
which is a comparatively new

purpose, can also add to the ordi¬
nary volume of financing which
we have been having.

Lease-Purchase Financing
Another newcomer is lease-pur¬

chase financing. This may not be
very familiar because not much
has been done. It is a procedure
under which a public body in need
of a building supplies the land
and then has the building erected
on the land by some other party.
The party that erects the building
may be private industry, or it may
be an Authority. Where private
industry erects the building, it is
leased to the community with
rentals designed so that after a

period of years title to the build¬
ing reverts to the local commun¬
ity. That, of course, does not in¬
volve tax-exempt financing be¬
cause the building is constructed
from private funds. Where the
construction is done by an Au¬
thority, however, it does result in
public financing and adds to the
supply of tax exempt obligations.
There is one other purpose that

1 want to mention, not because it
is likely to have any very sub¬
stantial effect on volume, but be¬
cause of the possible effect it may
have on the attitude toward the
tax exemption of municipal bonds
generally. That is what is known
as industrial aid bonds.

Briefly, half a dozen states have
legislation under which munici¬
palities can acquire land and buy
or construct buildings with the
proceeds of tax-exempt bonds,
after which the facilities are sold
or leased to private industry.
Aside from the unfair competition
which this affords to other indus¬
tries which are not so benefited,
or to other localities which are in
states which do not permit this
type of financing, it is felt by
many that it is a misuse of public
credit. It has been opposed by the
American Bar Association, by the
Municipal Finance Officers Asso¬
ciation and by the Investment
Bankers Association. It is con¬

sidered by many to be a subter¬
fuge under which tax-exempt
means are used to obtain funds for

private industry and, as such, it
certainly holds the threat of some
attempt to possibly remove tax-
exemption from all types of mu¬
nicipals. This has come up from
time to time, as some of you

probably know, in past years.

The Port of New York Author¬

ity may give a slight boost to the
1953 output. It is contemplating
the sale of possibly $35 million of
bonds before the end of 1952 and
at the moment the expectation
seems ' to be that a somewhat

larger amount than this may be
forthcoming next year.
New York City, of course, is

always a possible source of a large'

amount of bonds. In recent years, v
the City has done no public fi¬
nancing. It has sold bonas but
these have been purchased by its,,
own sinking and pension, funds .

which have had sufficient money
awaiting investment to take care
of the City's current capital needs.
The outlook is for no immediate ,

change in this particular situation.
There has*been discussion from ,

time to time of certain projects
such as the Second Avenue Sub¬

way which, if they came, might be
of sufficient size to require a pub¬
lic offering of the City's obliga¬
tions. These am merely in the
talking stage,, however, and it is
pure conjecture as to when some
of these may result in financing,
if ever.

So much for the outlook for the

supply of tax-exempt bonds in the
next few years. The general pat¬
tern seems to be the annual issu¬
ance of at least as many bonds as

we will have this year with the
odds favoring an increase to a

figure possibly between $5 and $6
billion in 1953.

Attitude of Municipal Bond
Purchasers

Now let us take a look at the

possible attitude of the principal
purchasers of municipal bonds. In
recent years these have been trust
funds, corporations, commercial
banks, casualty and fire insurance
companies, wealthy individuals
and, more recently, savings banks.
Life insurance companies have,
been pretty much out of the mar¬

ket. Because they pay no income
tax, they get no benefit from the
tax-exemption and,: as it is nee-,

essary to pay a certain amount of
premium for the tax-exempt fea¬
ture, there is no reason for the
larger life companies to buy them.
Taking these one at a time: In

the case of trust funds, the value
of tax-exemption to the fund de¬
pends entirely on personal income
tax rates and the tax status of the
beneficiaries. One trust fund may

pay its income to some individual
who is in a 66% bracket. Another
trust fund pays it to somebody in
the 25% bracket. Obviously, the
former is going to buy more mu¬

nicipals than the latter. Of course,
the same fund may have benefi¬
ciaries in various tax brackets.
In that case they have to strike a

happy medium; please the fellow
who wants tax-exemption and not
sacrifice too much of current in¬
come for the one in the lower

bracket who is not vitally inter¬
ested in tax-exemption.
In so far as personal income

taxes are concerned, the increase
which went into effect in 1951

amounting to about 10% is due
to expire on Dec. 31, 1952. With
the change in Administration, the
likelihood of that being re-enacted
is probably less than otherwise,
because with the Republican
Party more or less committed to
the reduction of taxes it would

seem rather difficult for them to

take definite action to renew a

tax once it had decreased.
With trust funds, therefore,

there seems to be no reason to

expect any more buying from this
source in 1953 than we have had
in the last couple of years, and the
possibility is rather for a lessening
of interest if there is a decrease in
the personal income tax.
In the case of corporations, the

Excess Profits Tax is due to ex¬

pire June 30, 1953. It seems to
have been rather generally felt,
that, in view of the unpopularity
o* this tax. it would probably be
allowed to die a natural death at
that time regardless of which
party won at the polls. ' • rr!
In addition to the Excess Prof¬

its Tax; which expires next June,
there was an increase in the Cor¬

poration normal and surtax rate
aurulg 1951 from 47% to 52%, due-
to expire March 31, 1954. It is?not
possible to predict just what may
occur at that time, but my guess
would be that here agairi the ddds
are against an increase in overall
corporation taxes above, the fig-;
ure now being levied and there
might be a, decrease.'. In other
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words, if there is any change it
probably will be on the downward
side. These changes, the same as
with the personal income tax, do
not become fully effective in 1953,
but if an investor is buying a
long-term bond his attitude to¬
ward the desirability of purchase
of tax-exempt bonds is certainly
going to be flavored by his tax
status in the following and sub¬
sequent years. * i r

With corporations, therefore, the
outlook seems to be for the pos¬
sibility of: some decrease in in¬
terest. ;1 . ,o

, Commercial Bank Bond Buying
As to commercial bank buying,

there is no definite indication of

any very susbtantial change in
volume from this sphere. There is
a possibility, however, that there
may be some increase in interest
because there is a rather general
feeling that commercial loans will
probably reach their peak some
time after the first of the year
and that there will be a gradual
tapering off at that time. If this
occurs, it means that the banks
will have more money available
for the purchase of securities.
Even if there should be a reduc¬
tion in the tax on their earnings,
the tax-exempt feature will still
be a valuable asset to them. Re¬
duction in taxes, however, might
result in any increased interest
being at a somewhat lower level
of prices.
•Casualty and fire insurance

companies are also affected by
the Excess Profits Tax and cor¬

poration tax the same as business
corporations and commercial
banks. There is the possibility in
their case, therefore, of some less¬
ening of interest with any reduc¬
tion to them of the value attached
to the tax-exempt feature.
Wealthy individual buyers will,

naturally, be influenced by any
possible changes in the personal
income tax.

Savings banks have become a

recent factor in the purchase of
tax-exempt bonds. Until about a

year ago they were not subject to
income tax. Now they are, so tax-
exemption is of benefit to them
and some people looked for big
things from the savings banks in
the way of municipal purchases.
It seems problematical, however,
bow large a factor they are going
to be.

Under the Revenue Act of 1951,
mutual savings banks are now

subject to a normal and surtax
rate of 52% on income, after de¬
ducting operating expenses and
interest payments to depositors;
but only where their surplus and
reserves are not less than 12%
of deposits.
In an address before the Mu¬

nicipal Forum of New York this

spring and again before the Sav¬
ings Banks Association of Maine
in September, Alfred J. Casazza,
Vice-President of the Savings
Bank Trust Co. of New York, was
inclined to minimize the immedi¬

ately stimulating effect which
this change in the tax structure of
savings banks will have on their
purchase of municipals. For one

thing, as just mentioned, not all
savings banks are subject to tax.
Again, those who are, have alter¬
natives other than municipals
which they can use to offset it. *

In the first place, the payment
of higher interest dividends,
which many of them can make,
will tend to cut their earnings
and may bring them down to a

point -where they are not subject
tax. Secondly, the realizing by
many of'net losses which they
have in ' governments and other
securities, if taken in 1953, could
tend to -'offset , earnings which
otherwise might bring them into
tax brackets in that year.
A third alternative is to pur¬

chase amortizing mortgages which
yield more after taxes than they
can obtain from municipals.
In addition, where they are per¬

mitted to do so, and they are now

permitted to do so in New York

State, those who can, will prob¬
ably put a certain part of their
funds in equities, the obtainable
yields here, of course, being the
highest of all.
Just what the volume may look

like in connection with savings
bank purchases is impossible to
estimate accurately. The only in¬
dication that we have is that, ac¬
cording to the National Associa¬
tion of Mutual Savings Banks,
during the first nine months of

1952, all savings banks in the
United States increased their

mortgage loans by $1,043,000,000,
against an increase in corporation
and municipal purchases of $510,-
000,000 of which only $138,000,-
000 was municipals. There was a

decrease in governments of $141,-
000,000.
In other words, the two possible

sources from which a new inter¬
est in municipals could come,
namely, an increase in deposits
and switching of their securities
resulted in a purchase during the
first nine months of 1952 of only
$138,000,000 municipal bonds. This
is roughly 4% of the total volume
of municipals issued during that
period.

Life Insurance Companies Not
Buying Municipals

As to life insurance companies,
their buying was negligible in
1952 and the outlook for 1953 is
for no change there. Some years

ago the larger life insurance com¬

panies were one of the principal
outlets for tax-exempt securities.
They bought in very substantial

volume, but as municipal prices
began to go up and the yields de¬
clined they became sellers rather
than buyers, so that at the present
time the larger companies hold
few, if any, municipal bonds.
There does not seem to be much

prospect for any change in this
situation until there is a rise in
the yields obtainable in the long-
term tax-exempt market. Another
factor serving to dampen any in¬
terest some of the companies
might develop over the nearer
term is the fact that many are
pretty well committed to their
corporate borrowers for some time
ahead. Simply taking care of
these requirements will probably
meet their investment needs for a

considerable period.
Briefly summarizing, therefore,

the various factors that we have
been considering, both as to pos¬
sible sources of volume of tax-

exempt financing in the next cou¬
ple of years and the investment
outlets for it, the present outlook
seems to be for an increase in the
annual amount of such issues dur¬
ing the next year or two against
an investment demand from cur¬

rent sources which gives no in¬
dication of exceeding that of 1952
and possibly may be somewhat
less. If that is so, it may be
necessary to broaden the market,
particularly with respect to long
maturities, and this means a level
of prices that will attract pur¬

chases from sources that have not

recently been interested because

of the low yields.

Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

Canadian Securities
By WILLIAM J. McKAY

A new and impressive alliance
of U. S. and Canadian capital is
taking shape this week in the
announced set-up of the vast
merchandizing concern of Simp¬
sons-Sears, Ltd. The combination
of two great merchandising organ¬
izations to cover the Canadian
area has already been discussed
in previous issues of this column,
but only recently has the planned
set-up been announced from To¬
ronto, Can. According to the plan,
as stated in a special dispatch to
the New York "Times," each
parent company will put up $20
million, and the board of directors
who will take office on Jan. 8
will comprise equally six Ameri¬
cans and six Canadians. The pro¬

posed board will comprise: Edgar
G. Burton, President of Simpsons,
Ltd., second largest Canadian de¬
partment store and mail order
chain, who will be board Chair¬
man; General R. E. Wood, Chair¬
man of the board of Sears Roe¬

buck; A. M. Wood, Sears Roebuck
Secretary; Crowdus Baker, Sears
Roebuck Treasurer; T. V. Houser,
Vice Chairman of Sears Roebuck

board; E. Gudeman, merchandis¬
ing Vice-President of Sears Roe¬
buck; George F. Trotter, Man¬
ager of the Kansas City retail
zone of Sears Roebuck.

The Canadians will be C. L.

Burton, Chairman of board of
Simpsons, Ltd.; G. M. Graham,
Vice-President, Simpsons., Ltd.,
mail order division; N. C. Ur-
quhart, director and Vice-Presi¬
dent, Simpsons, Ltd., and C. L.
Gundy and W. P. Scott, Simpsons,
Ltd., board members.
The Executives of the company

will be E. G. Burton, President;
George F. Trotter, Vice-President
in charge of retail stores; G. M.
Graham, Vice-President for mail
order operations, and R. C. Gib¬
son, merchandising Vice-Presi¬
dent.

The new company plans build¬
ing 15 new stores across Canada
that will cost in the neighborhood
of $50,000,000. These stores, like
those of Sears, Roebuck & Co. in
the U. S., will be located in subur¬
ban areas and surrounded by acres

of parking space. Additional stores
will be added whenever it is
deemed to be profitable, Mr. Bur¬
ton said in a press interview that
the new company hopes to reduce
the present price of many classes
of merchandise.

Stating that Simpsons doesn't
want to upset its relations with
Canadian manufacturers, Mr.
Burton announced that the Simp¬
son-Sears trade names would be

appearing on the great percentage
of products in its stores. If manu¬
facturers here could meet Simp¬
son-Sears specifications, then they
could look forward to 85% of the
new company's business. The
other 15% of merchandise would
be imported from the United
States and elsewhere, Mr. Burton
announced.

It is announced there will be no

public financing by the new or¬

ganization except if mortgages are

necessary in the future. Author¬
ized capital stock of Simpson-
Sears is 200,000 shares of class
A, 1,000,000 of class B and 1,000,-
000 of class C, all no par value.
Simpsons, Ltd., gets all class B
and Sears Roebuck all class C
with equal voting rights. Class A
shares are for a new employee
profit-sharing plan and for pen¬
sions and other benefits.

Rejoins So. Brokerage
DALLAS, Tex.—S o u t h e r n

Brokerage Co., Tower Petroleum
Building, announces the reinstate¬
ment of J. Vance Hoagland as

registered representative, after an
absence of some six month while
associated with Texas Income

Shares. Mr. Hoagland will have
his office in Majestic Bldg., Fort
Worth, Texas.

H. M. Groye & Assoc. ,

ORLANDO; Fla.—H. M. Grove
is engaged in a securities business
from offices at 801 Euclid Avenue
under the firm name of H. M.
Grove and Associates. Mr. Grove
was formerly connected with Se¬
curity Associates.

The Government market continues to bounce all over the lot,
with prices still easy to move in both directions. It seems as though
it takes only a very limited amount of volume and activity, plus '
the professional factor to make it overbought. On the other hand, a
very small amount of selling along with this same professionalism
makes it oversold. This seems to indicate the thinness of the mar¬

ket and its susceptibility to sharp and, at times, violent quotation
changes. To be sure, this makes for considerable caution in the
money markets, a condition that is expected to continue for a while
yet, according to many in the financial district.

It seems as though a market that can be moved about very
readily is still in the offing for the time being. Rallies and declines
are expected to continue within not too wide a range. Tax opera¬
tions will tend to increase as the year moves along, with greater
institutional participation looked for. Commercial banks, although
only limited buyers of the higher income issues, appear to be the
important operators in the market. The tap bonds as usual seem
to depend mainly upon state funds for investment buying.

The 210-day tax anticipation bills went at an average yield
of 1.846%'compared with 1.72% for the recently floated 161-day:
obligations. Corporations, according to reports, will have a big
interest in the new offering.

( Diverse Opinions on Interest Rate Trend
There appears to be two rather distinct schools of thought

with respect to the future trend of interest rates. One group, it
seems, does not look for any important changes in interest rates
in the coming year, because they believe that the demand for funds
will be as large as it was in 1952. They hold to the contention
that business activity will continue at a high rate and this will;
create a demand for all the loanable funds that the banks, insur¬
ance companies and other nonbank investors will have at their;
disposal. Accordingly, very little change, in their opinion, is indi¬
cated in the general market action of Government securities from '

what has taken place in the past year. They do not expect the
pressure on money rates to differ greatly from what has been tak¬
ing place. The monetary authorities, it is pointed out, will con¬
tinue to follow much the same pattern that has been in vogue
for quite some time now. A Government bond market with con¬

siderable stability within a rather narrow trading range is what
is expected by the followers of this idea. To be sure, the market
could be subjected to fairly sharp movements in both directions,
but these price gyrations would be contained within not too sizable

trading areas.

7 The Conflicting View
The other group holds to the belief that fmoney rates will

soften considerably sometime during 1953, because they are of the
opinion that a letdown in business activity during the coming year
will greatly lessen the demand for loanable funds. It is pointed
out that a readjustment in business is overdue and will come about
next year, and as a result the banks will have more funds than

will be taken up by the demands of business. Housing, it is be¬
lieved by this group, will not make the same demands for loanable
funds as in 1952, which will mean that money will be available
for other purposes. Commodity prices are not likely to rise as they
have and in many cases there will be price declines. Consumers
loans could pass the peak and decline in the not distant future.
Economies in Government spending are also anticipated by this
group during the coming year. Accordingly, with a decreased de¬
mand for bank loans and other credit, a better tone is looked for
in the Government bond market by this group. With the decline
in business activity which is predicted by the followers of this idea,
would most likely come an easing in money rates by the monetary
authorities. They point out that the decreased demand for loan¬
able funds by business and the softening of money rates by the
powers that be, would have to have a beneficial effect upon the
tone and trend of Government securities. As a result, the higher
income Treasury obligations are the issues this group are advis¬
ing customers to pay attention to, both for income and apprecia¬
tion possibilities.

No Change Expected in Prime Rate
Although not so much is being heard now about the prime

bank rate as such, the question as to whether or not it will be
raised comes up each time there is a sizable increase in bant:

loans. Nonetheless, it seems as though concensus in the financial
district is still that an increase in this rate will not take place. It is
felt that as the peak in loans is passed as it will be in the near

future, and no change is made in this rate, there will not be any
alterations at all. If money should get easier no decrease in th®
rate would be looked for either.

Market Briefs
Tax switching and swopping continues to be rather sizable

and this has added somewhat to the volume and activity. It is
still, however, a thin and narrow market. A great deal of these
swops are being made in the notes and shorter bonds, at this time.

According to reports, there has been quite a bit of anticipatory
buying going on in the 2Vzs of 1963/68. There has also been

switching from other obligations into the issue that becomes bank

eligible the first of next month. The refunding announcement thafs
the December iy8s would be provided for by reopening the 2s o£

Aug. 15, 1953, had a moderately bullish effect upon the market.
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By OWEN ELY

Rockland Light & Power Company
Rockland Light & Power Company is one of the smaller New

Work State utilities (annual revenues $8 mililon), with head¬
quarters in Nyack on the Hudson River. It is one of a group of
northeastern utilities managed by the Tenney family of Boston.
The company's stock (selling over-counter around 11V2) is one of
the "old-timers" with a dividend record going back to 1914. The
company serves electricity and gas to Rockland County and parts
of Orange and Sullivan Counties. A New Jersey subsidiary (Rock¬
land Electric Company) serves the northern end of Bergen County
with electricity, and a Pennsylvania subsidiary (Pike County
Light & Power) serves both gas and electricity to parts of Pike
County. The entire territory comprises some 800 square miles, in
an irregular area along the New York-New Jersey border, from
Palisades to Milford just over the Pennsylvania border.

The company has four hydro plants on the Mongaup River at
the western end of its territory, and another is under construction
at Grahamsville in the Town of Neversink. It also has a steam
plant at Hillbuin and a large new one at Tompkins Cove, New
York. Since 1950 a 22,000 kw unit has been added to the latter
plant and a new 66,000 kw unit is under construction.

The area served by the company, while only 25 miles from
Broadway and 42nd Street, has lagged in development compared
with Westchester, Long Island and New Jersey, probably due to
lack of modern transportation and good roadways. The new
Palisades Interstate Parkway, scheduled to be completed by 1954,
is expected to add materially to the growth of the territory. Also
the State of New York has under construction a Hudson River
Bridge which is part of the New York State Thruway from New
York City to Buffalo. The latter road will also go through Rock¬
land County and should be of considerable help in opening up the
territory.

Even without benefit of adequate transportation, the area
served by the company in New York State increased in population
over 14% during the 1940-50 decade, compared with less than 10%
for the entire State of New York. The smaller area in New Jersey
increased its population 32% during the same time, or twice as fast
as the gain for the entire State, and similarly the area in Pike
County gained 13% versus 6% for the entire State of Pennsyl¬
vania.

The company's record during "the past decade has been as
follows:

Revenues ■ Common Stock Record
Year (Mill.) Earned Paid Price-Range
1951 $8.30 $0.68 $0.60 10%-9Vs
1950 7.42 .71 .60 10 -8%

> 1949, 6.47 .63 .53 9%-7i/4
1948 5.96 .54 .50 8V2-7%
1947 5.35 .68 .50 9%-7i/2
1946 5.00 .67 .50 iv/s-WZ
1945 4.73 .68 .50 11 -7%
1944 4.49 .56 .50 8%-7 ft
1943 4.20 .60 .50 8 -6i/s
1942 4.07 .57 .50 57s-4%

1952 ...
1953
1954

1955

1956

Estimate of

Construction

$4.0 mill.
10.4mill.
15.0 mill.

4.4mill.
4.2mill.

Needed Cash May be Raised by Sale of
Bonds Preferred Stock Common Stock

$5.5 mill.
6.0 mill.

$5.5 mill.
6.0mill. $1.0 mill.

$38.0 mill. $11.5 mill. $11.5 mill.

Lei Us Take Heed!
"The peak [of emergency production of machine

tools] will be thinner and sharper than it was dur¬
ing World War II, and it will be reflected mainly
in 1952 sales and profits. The industry is earning
in 1951 and 1952 the profits that would normally
be spread over several years, and those profits are

being concentrated into a period of high excess

profits taxes, price ceilings and renegotiation.
"This is a factor which has been given recogni¬

tion by the Renegotiation Board in its regulations
and all the regional boards must recognize the sig¬
nificance of this factor if machine tool builders are

to be treated fairly.
"If it is not recognized, and if machine tool build¬

ers are not left with enough of the peak profits to
tide themselves over the coming period of slack so
that they can continue servicing the necessary re¬
search and development, the industry will be seri¬
ously weakened and the country's defense capa¬

bility will be impaired.
"It is clear that the manufacture of critical ma¬

chine tools was slowed down at the start of the

present defense program partly because the indus¬
try had been weakened by the unwise renegotiation
procedure of World War II."—A. G. Bryant, Chair¬
man of the Renegotiation Committee of the National
Machine Tool Builders Association.

Here is a plain warning concerned with a key
industry. The situation described is, of course, not
confined to that branch—a fact which should not

escape attention.

Continued from Page 20

Commercial Bank Investment
Of Savings Deposits

ture, a greater amount of cash,
due from banks and short mar¬

ketable investments than your

long run needs, the excess liquid¬
ity will show up in your capital
funds bank. Obviously it does not
belong thereJ permanently and that
is your cue' to put it to work in
longer and higher yielding paper.
The capital funds, representing
your stockholders' permanent in¬
vestment in the business should
contain more of the longest and
highest yielding bonds than will
be found in either of the other
two component banks.

(8) At this point I can be
slightly more explicit, although
not very much so. As a rough
and ready rule of thumb, calculate
how many points average decline
in market price your investments
could sustain before the resulting
dollar depreciation would exceed
your free capital, that is, your un¬
divided profits, voluntary reserves
and any excess of market value
over carrying values of invest¬
ments. In other words, if you had
to mark your bond account to a

considerably lower scale of mar¬

ket prices, would you be using up

your capital cushion, beyond
which you don't want to go into
capital stock and surplus? The
larger the writedown you could
take on your investments without
exceeding this free capital, the
longer your investment position
can be, provided your local and
internal factors permit it and as¬

suming that the bond market out¬
look and yields on long bonds
favor such a course. As a bench
mark in this connection, the call
report for March 31, 1952 for all
Federal Reserve member banks
showed that 011 the basis of pub¬
lished capital figures their un¬

divided profits and voluntary re¬
serves were equivalent to a 3%
points decline in the value of all
their investments. This free cap¬
ital does not include the Bad Debt

Reserve, which is netted out of
Loans & Discounts. Your over-all

investment policy therefor, will

While the company reported share earnings of 83c for the 12
months ended Sept. 30, according to Moody's Service, the com¬
pany makes a "reservation of net income" (the purpose of which is
not clear) whichwould reduce earnings to 69c. President Lovett, in
a recent talk before the New York Society of Security Analysts,
estimated that 79c could be earned next year, presumably after the
reservation of income. Various earnings ratios were projected
through 1956 but the estimates were not worked down to a bal¬
ance for common. However, earnings for the preferred stock were
estimated at $13.18 in 1954, $14.67 in 1955 and $16.78 in 1956—
which would appear to indicate a substantial gain in estimated
share earnings for the common stock.

The company has nearly $17 million worth of construction
designated as "emergency facilities" on which it will obtain a tax

saving through accelerated amortization. If Federal tax rates re¬

main as at present this will represent a tax saving of $4,053,000 for
the period 1953 through 1959, running at the rate of $819,000 an¬
nually for 1955 and 1956, or an estimated 50c a share on the
common stock.

The company's growth in electric output is expected to con¬
tinue at the recent rate of increase so that by 1956 average resi¬
dential use may approximate 2,550 kwh compared with about
1,650 in 1951—an estimated increase of over 50%. The rate of gain
in sales of natural gas is expected to slow up somewhat during
1955-56, but the current rate of gain is faster than for electricity
so that the estimated gain during 1951-56 would approximate 72%.
The company's electric load is expected to increase sharply in 1953,
narrowing the present substantial reserve in plant capacity, but
very substantial additions to capacity are indicated for 1954-56
which will again give the company an ample reserve. The com¬

pany's construction program will be approximately as follows, ac¬
cording to President Lovett:

which with the other asset classi- and more stable eastern part of
l'ication percentages will add up the country, but even with this
to 100%. y,I . , , - allowance the difference in be-
(5) If by this time you are still havior was great enough to em- necessarily be guided by two con-

feeling frustrated because you phasize the need of analyzing the siderations; first, what this per-
don't know how long is long and composition of your time and sav- missible market depreciation is
which direction is up, it is partly ings money. The more nearly true for your bank and second, of
because the practical question of thrift accounts they are, the more course, how serious you consider
how many bonds of what length nearly like a mutual savings bank the risk at any given time that in
rests in part upon your own judg- you can afford to invest these de- a bad bond market your invest¬
ment of internal and local condi- posits. If you can properly afford ment market values might decline
tions. I cannot formularize for you to do so, the average life of your by that much. Of course, on bond
how to allow, in the shortness of investments in this bank might
your general bank bond account, run up to about 12 to 15 years,
for the number of slightly sub- On the other hand, if there were
standard loans and discounts on virtually no true thrift money

your books. Similarly in the sav- there, the average life of your
ings bank I frankly do not know savings bank bonds might be
how much you can lengthen out dpwn to seven years or less,
your bonds by reason of a high (6) This same type of examina-
percentage of insured real estate tion is also needed for your corn-

losses actually accepted on sale,
there is a tax-loss cushion to an

extent dependent on your tax
position.
Mention of this external factor

of bond market prospects is the
transition point in my remarks
from the local and internal factors
involved in applying the asset al-

mortgages as against conventional rrtercial accounts. In setting the location approach, to the external

'

$1.0 mill.

The remaining cash requirements v/ill be obtained through
depreciation, retained earnings and temporary bank borrowings.
Tax savings due to accelerated amortization explain partially the
omission of financing plans for 1955-61.

The equity ratio at the end of 1952 will approximate 37% but
Tnay decline to 28% by the end of 1954 as a result of substantial
senior financing; in the two following years, however, a recovery
to nearly 31% was forecast.

ones. These are factors to be con- average life of the strip of ma-
sidered. turities for your general bank,
There is an additional highly outside of the liquidity require-

important internal and local fac- ments, you will be guided by your
tor to be taken into account in own intimate knowledge of the
settling your sights on your sav- conditions in your local banking
ings bank investments. This ques- community and of your competi¬
tion is, how stable can you expect tive position in it, for example,
your time and savings accounts to the extent to which yours is a one
be in times of economic pressure? industry community, the possibil-
Let me illustrate the importance ity of new branch factories or new
of this point by considering the industries moving into it, the
comparative record between the quality, term and trends of your
1929 year-end and the 1933 year- loans and discounts, the extent to
end between (1) commercial bank which the stabilizing influence of
demand deposits adjusted, (2) farming is present, and similar
commercial bank time and savings factors. The basic thought' is to
deposits and, (3) mutual savings cut your cloth to fit your particu-
bank time and savings deposits, lar pattern and to anticipate rea-
Here's what happened. Commer- sonably expectable changes and
cial bank demand deposits ad- needs,
justed were down 34%. Commer- , (7) We've been considering increasingly important among the
cial bank time and savings de- some of the intangible and qual- earnings assets, and loans have
posits were down 43% while mu- itative factors to be weighed in dropped in relative importance,
tual savings bank time and sav- setting your sights on your sav- Back in 1878 the ratio of total
ings deposits, believe it or not, ings and your general bank in- loans to total deposits stood at
were up 7%. Now it is furthest vestments. We've set each of these 103%. Over the years it dropped
from my mind to suggest this two banks on its own feet pre- rather steadily to a low point of
catastrophe will recur, and I men- pared to cope with increases or only 16% in 1945, then rose again
tion these figures only to suggest decreases in each of your two to 34% at the end of 1951. Invest-
that even* under conditions of major classes of deposits. We've ments took up the slack. In 1878,
much less strain there could be a set up the general bank and the'investments were equivalent to
fairly wide divergence of action savings bank with only as much 55% of loans, while at the 1951
as between commercial bank sav- liquidity as you calculate may be year-end they amounted to 133%
ings accounts and those of the necessary for each ogfe and you of loans. The Loan-Deoosit ratio,
typical mutual savings bank. We have set up a "par fpir the course" despite the postwar inflation and
can discount the above difference for each of them. (Now how about credit boom, has returned only to
to some extent because of the con- the capital funds bank? If you where it stood in the depression
centration of mutuals in the older have in fact, in your over-all pic- year 1934. Hence, it is evident

and national considerations enter¬

ing into a bank's investment prob¬
lem at this particular time.

IV

Investments, Loans and Deposits
of the Commercial Banking

System

It helps to give us a better per¬
spective on our individual prob¬
lems if we take a quick look at
some of the historical highlights
and long-term changes in com¬
mercial banking. The figures
which I am using are for the Na¬
tional Banking System as a whole,
which gives me an unbroken Se¬
ries running back to 1863. Here
are some of the highlights: •

(1) Investments have become
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that a considerable part of your
Lread and butter will be provided

" by investments for a long time to
come.

(2) A second highlight which
has a bearing on our problem is
the fact that seldom does the

banking system lose deposits on

balance, and seldom does it liqui¬
date investments on balance, from
one year-end to the next. During
the 61-year period from 1890, for
example, there were only ten
years when the National Banks as
a whole lost deposits from one

year-end to the succeeding one,

and, by a coincidence, only ten
years when they liqudated invest¬
ments. During the remaining 80%
of the time, the natural growth
of the country caused gains in
Ithese series. It is some comfort to
note that in all this 61-year inter¬
val, there were only two years,
1921 and 1937, when both deposits
and investments of all National
Banks declined in amount. Some
idea of the historical size of the

post-1946 credit boom can be
gained from the fact that of the
10 years in which total National
Bank investments have declined
since 1890, one-half have been
since 1945.

(3 Looking now at loans, we
find them somewhat more volatile
than investments. Since 1890 there
have been 14 years during which
National Banking Systeim loans
declined, and six of these\ were
years when deposits also dropped.
Thus, in six out of ten years when
deposits were paid out on balance,
loan repayments provided the
funds, and only in two cases were
investments liquidated.
All this doesn't invalidate my

previous analogy between swings
in deposits and investments and
storms and waves of varying
depths. I am using annual data
here, and there can be fairly wide
swings within a single year. Fur¬
thermore, we've had many years of
inflation through bank financing
of government deficits. Also, it's
obvious that no one single banking
institution is likely to have the
stability of the banking system as
a whole. It is, however, worth¬
while to check the past figures of
your own bank against those of
your Federal Reserve District or
of the entire nation. Such a com-i

parison is a part of the process
of self-analysis involved in apply¬
ing the asset allocation or most

-

any other approach to the problem
of rational bank investing.

The Present Money-Market
Picture

Now at last we've come to a

consideration of the present na¬
tional money market picture and
the general question of "where
do we go from here"?
(1) I will start with a quick

look at the path that we've been
traveling in recent years to get
where we are now. We started

postwar with a tremendously ex¬
panded supply of money; that is,
bank deposits plus currency, and
also a tremendous demand for
money, for the purpose of satis¬
fying accumulated needs and new
needs for all types of capital plant
and equipment and for consumers'
durable goods. Wartime wage in¬
creases had improved the eco¬
nomic position of many persons
who became a brand new market
for the goods representing a

higher standard of living.
The money supply for a while

was greater than the need for it.
Price controls were dropped. As
a result of both these develop¬
ments, commodity prices rose. The
political and economic bargaining
power of labor was great enough
to maintain an upward wage-

price spiral, year after year. As
early as 1947, the high and rising

. physical production of goods, mul¬
tiplied by a rising price level, was
putting pressure on the money
supply. In late 1948 and the first
half of 1949, there was a tem¬
porary abatement of these pres¬
sures, but by the 1949 year-end,

there was" again pressure on the
money-supply and hence on bank
lending officers. . ✓

(2) The size of the postwar
capital goods boom has been in¬
creased by two factors that have
reinforced each other. The Up¬
trend in wage rates has encouraged
and even forced industry to mech¬
anized—that is, to substitute ma¬
chine-hours for man-hour^ And
this demand for more^efficient
plant and equipment ha&been met
by an intensely dynamic pace in
science and engineering. Part of
the expenditures hasTffeen to raise
production capacity ^and part to
replace economically- marginal,
inefficient capacit^Superimposed
on this postwar catch-up boom
has been a large and still growing
defense boom since 1950.
The need for dollars resulting

from the combination of high and
rising commodity prices and high
physical volume absorbed all our
national savings and has called for
the creation~of a vast amount of

bank credit^The volume of pri¬
vate debt has virtually doubled
since 1945. The pressure on the
Federal Reserve System -from
banking ansLnon-banking sellers
of Treasury paper finally forced
the System tol cease pegging
Treasuries at par or above. As
we're all aware, money rate^have
continued to stiffen and-1 cannot

yet see any clear indication of a

turn in business and the insatiable
demand for credit. Under, these
conditions we can only regard the
short-term outlook for long-term
bonds as rather uncertain. A bank
which lengthens its portfolio sub¬
stantially today is assuming a

change in the credit picture which
is not yet entirely clear.
(3) Nor is there much incentive

to lengthen out from the stand¬
point of income return; In mid-
January, 1848, the yield curve on
Treasuries showed a spread of
1.36% between bank-eligible
Treasury 1-year and 20-year obli¬
gations. As of" mid-September,
1952, this spread in yields had
shrunk to 0.63%. In the interim
income taxes had increased and

still further narrowed the addi¬
tional take-home pay obtainable
from lengthening bond maturity.
Fortunately for banks, it's been
the short rate that has risen to
about a 2.0% level for one year.

(4) Now let's analyze where we

go from here. Under what we

laughingly call "normal" condi¬
tions—if there are such, which I
doubt—our economy would sooner
or later overbuild, surpluses
would take the place of shortages,
we would have competitive buy¬
ers' markets in most lines, profit
margins would narrow, corporate
profits would decline, the volume
of retained earnings available for
investment ih capital foods'would
shrink and the monetary authori¬
ties would restrict the availability
of credit for external financing.
Business would then decline,
money would become more plen¬
tiful, the Federal Reserve would
reverse its credit policies, loans
would be paid off, banks would
buy bonds and bond prices would
rise. L

(

(5) Several of these symptoms
are in fact already appearing—
shortages are fast vanishing, buy¬
ers' markets are returning, the
rate of investment in capital goods
seems to have reached a plateau,
profit margins have been shrink¬
ing for 18 months past.'- It ought
not to be long now.

But there are also present
some hard facts that don't fit into
the above classical pattern.
1st: The Employment Act of

1946 commits the government to
policies that encourage inflation.
Full employment keeps labor
scarce and wages high and rising.
This fact, plus the economic and
political power of labor, tends to
keep commoditty prices rising
and this in turn requires a larger
money supply; that is, currency
and bank deposits. This demand
is reflected in a high loan demand
and a high supply of investments,

attended by high interest rates
and bonds yields and weak bond
markets.
2nd: There's a war on and de¬

fense expenditures will remain at
their present level or higher for
a period set more by military and
perhaps political considerations
than by normal business rea¬

soning.
3rd: During this period of high

detense spending, tne government
is doing some deficit financing.
Obviously the Federal Reserve
cannot follow a restrictive credit

policy if it's going to have to stand
by to help Treasury financing.
Deficit financing through the
commercial banks expands the
money supply, raises required
bank reserves and tightens the
money market.
For the foregoing reasons, we

can say that the next major
change in the direction of our

economy should be towards some¬
what lower levels of business and
credit and somewhat higher bond
prices. What we don't know is
how long the opposing, inflation¬
ary forces will postpone this
change. In the meantime, the
strong demand for credit which
has operated during the postwar
years ' could carry money rates
higher and bond prices lower.
It should also be pointed out

that when the reversal takes

place, the government bond mar¬
ket will probably prove to be as

thin on the upside as it has
proven to be on the downside. It's
unfortunate, of course, that bank
investing activities are subordi¬
nate to bank lending. As a result,
there is a tendency for banks to
compete with each other either
in buying bonds or selling them.
Not the least of the virtues of

an asset allocation approach is its
help in determining a bank's
normal position as a take-off
point in planning anticipatory
action in advance of important
turning points in the credit and
the bond-market cycle.

John Stein Joins
J. F. Reilly & Co.

Great Northern

John R. Stein

J. F. Reilly & Co., Incorporated,
61 Broadway, New York City, an¬
nounces John R. Stein is now as¬

sociated with the firm's trading
department. Mr. Stein was former¬
ly a partner in Frank Ginberg &
Co.

General Mtg. Invs.
CHICAGO, 111.—General Mort¬

gage Investments, Inc. is engaging
in a securities business from of¬
fices at 219 South La Salle Street.
Officers are Sam Tavalin, Presi¬
dent; E. A. Howard, Secretary;
S. Winston, Vice-President; and
Lillian Tavalin, assistant secre¬

tary.

Brady & Co. Formed
MASSAPEQUA PARK, N. Y.—

Michael J. Brady has formed
Brady & Co. with offices at 120
Avoca Avenue. Mr. Brady was

formerly a partner in Frank M.
Cryan & Co. and Brady & Co.

R. E. Brittain Opens
BELLEVILLE, Mich. — Robert

E. Brittain is engaging in the in¬
vestment business from offices at
7790 Rawsonville Road.

Considering what it has had to
contend with this year the show¬
ing of Great Northern from an

earnings standpoint has been
highly gratifying to the large
number of rail analysts and in¬
stitutional holders who have long
viewed it as being well up toward
the top among investment rails.
With a substantial jump of nearly
63% in net income for the month
of September, cumulative results
for the nine months forged ahead
of the like interval a year ago.
Earnings on the stock for the pe¬
riod came to $5.12 a share, com¬

pared with $4.53 a year earlier.
Moreover, this gain took place in
the face of a decline of roundly
$1 million in non-operating in¬
come.

It is generally expected that for
the full year 1952 the non-operat¬
ing income will catch up with,
and may even top, the non-oper¬

ating income of 1951. One of the
most important sources of the
road's non-operating income is
dividends on its holding of 830,179
shares of Chicago, Burlington &
Quincy stock. In the first half of
1952 the dividend amounted to

only $3.50 a share against $4.00 in
the first half of 1951. For the full

year 1952, however, it seems like¬
ly that $7.00 will be paid, the same
as last year. Spokane, Portland &
Seattle is also expected to dupli¬
cate its payment of $2 million to
Great Northern although it paid
nothing in the first half against
$1 million in the first half of 1951.
The traffic outlook over the bal¬

ance of the year also appears fa¬
vorable. It is indicated that the
lumber business is picking up
with relaxation of building con¬
trols. Iron ore movement rebound¬
ed sharply after settlement of the
steel strike. The Great Lakes will

shortly close for the season, if
they have not already done so at
the time this is published, but all
rail movement is expected to con¬
tinue in an effort to compensate
for some of the tonnage lost dur¬
ing the strike. Drought conditions
cut the wheat crop and thus ad¬
versely affected tonnage of this
important commodity. On the
other hand, fruit crops, which are
also important to the road, have
been quite good.

Last year the company reported
$7.74 a share on its one class of
stock outstanding. A short time
ago, when iron ore loadings drop¬
ped virtually to the vanishing
point because of the strike, when
lumber business was very spotty
to poor, and when it was obvious
that the wheat crop in parts of
the company's territory was suf¬
fering serious deterioration be¬
cause of the weather, it had gen¬

erally been estimated that Great
Northern would be one of the few

major roads to report a year-to-
year decline in earnings for the
full year 1952. Now it appears
almost certain that earnings will
show an increase. As a matter of

fact, most analysts believe that the
results will probably surpass the
$8.00 a share recently carried in
the press as the estimate of the
management.

The long-term outlook also ap¬

pears favorable. The traffic pic¬
ture is bright. Abundant power
from government hydro - electric
projects is bringing substantial in¬
dustry into the northwest, fea¬
tured by new and expanding alu¬
minum plants. The eastern end of
the system is also experiencing
consistent industrial growth. The
hydro-electric projects are bring¬
ing into production a large acre¬

age of new farm land and this is
expected to continue for a number
of years to come. Oil develop¬
ments in the Williston Basin, even
though the company owns no oil
lands itself, are bringing in im¬

portant new traffic and more in¬
tensive exploitation of the area

holds great promise for the fu¬
ture. This is so even though it is
likely that the oil itself will in the
long run move by pipe line.
As a final argument in the

road's favor, analysts point to the
outstanding debt job that has been
accomplished since the depression
era of the mid-1930s. At that time
non-equipment debt stood at
about $345 million. Now it
amounts to no more than $205
million. Moreover, low coupon re¬

funding has resulted in an even

larger percentage cut ih fixed
charges. Charges are now less
than $8 million as against more
than $19 million 15 or 16 years
ago.

First Boston Group
Offers Debentures of

Province of Quebec
The first direct long-term fi¬

nancing in 19 months by the Pro¬
vince of Qubec in the American
investment market was under
taken Nov. 19 with the public of¬
fering of $25,000,000 of the Cans-
dian Province's 31/4% debenture-
due Dec. 1, 1972. Priced at 98 and
accrued interest from Dec. 1,1952
and payable in United States
dollars, the debentures are bein
sold by a banking group headed
jointly by The First Boston Cor¬
poration and A. E. Ames & Co.,
Incorporated.
The new debentures are re¬

deemable at the option of the
Province, in whole or in part, on
and after Dec. 1, 1957, at prices
ranging from 101 to par.
Proceeds from the financing will

be converted into Canadian dol¬
lars and used to pay $23,000,000
of outstanding Treasury bills
issued for highway and bridge
construction purposes, with any
excess of Canadian dollars to be

applied to additional construction.
The industrial expansion in th j
Province as a whole, but particr
larly in the northern districts, h ~
made it necessary to build ad( -

tional new highways and bride* ;
and establish further communic
tion facilities. Expenditures <

approximately $81,500,000 f'
planned for this purpose durir. ;.
the fiscal year 1952-1953.

James J. Hopkins
James J. Hopkins of Gard" ■-

City, Long Island, a member c.
the New York Curb Exchange f "
30 years, and a former Governc
of that institution, died suddenly
on Thursday, Nov. 13, 1952, at
Mercy Hospital, Rockville Center,
Long Island. He was bcrn on

July 23, 1892, in Brooklyn, N. Y.
He became associated with the

New York Curb Market on Aug.
15, 1921, as a salaried market rep¬
resentative. Mr. Hopkins wa~
elected a regular member of th~
New York Curb Market on M? '

10, 1922, and was a partner in
firm, Kohn & Co. from 1923
through 1932.
Mr. Hopkins was elected a Gov

ernor of the New York Curb Ex¬

change on June 24, 1937, and wr*

reelected to serve a three-yer
term on Feb. 14, 1938. He h?d
served on several of the Ex -

change's committees including Ar ¬

bitration, Arrangements and For
eign Securities. He was elected
President of the Exchange Mem¬
bers' Five And Twenty Club in
1950. At his death he was active

as a stock specialist on theEx¬

change trading floor.
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Continued from page 11

"To Hold, oi Not to Hold"
Tity exchanges into stocks with
better patterns.

Competition

I can't turn from this subject
without at least mentioning the
obvious factor of competition be¬
tween industries, and between
companies as a ground for selling.
In recent years, for example,
rayon has replaced cotton in tires,
television has hurt the movies,

synthetic detergents have hurt
soap, and oil has curtailed the
markets for coal. Technological
shifts are constant sources of risk,
and competitive threats provide
frequent justification for wise
selling decisions on the part of
investors.

To summarize what I've said
there this evening: The investor
who owns carefully chosen stocks
should in general give the benefit
of doubt to continued holding be¬
cause (a) Our economy is grow¬

ing; (b) it has an inflationary
bias; (c) retained earnings impart
to almost all stocks a "built-in"

growth factor. The principal
dangers or risks to be guarded
against, any one of which could

suggest the wisdom of exchanges
into cash or other securities, are

(1) over-evaluation of favorable
factors—evidenced by high price-
earnings ratios; (2) impaired divi¬
dend-paying ability evidenced by
financial strain; (3) slowed growth
rates — maturity rather than
growth; (4) technological changes.
In conclusion I must mention

one factor which as a practical
matter influences (and frequently
warps) investor judgment more
than any other, and that is the
Capital Gains Tax. In an infla¬
tionary economy such as ours al¬
most all stocks go up in terms of
money; therefore, the Capital
Gains Tax is in fact a transfer tax
or an excise on investment flex¬
ibility. Put another way, it is a
penalty on wisdom in the applica¬
tion of capital, and thus thorough¬
ly unsound, if not outright folly,
in a growing economy such as
ours. The entire community of in¬
vestors, and investors are in the
best position to understand the
harmful effects of the tax, should
join in pursuading the new Con¬
gress to modify this profoundly
harmful tax.

Continued from page 6

The Election Results
And the Business Outlook

cullies are showing up abroad and
the demand for United States

exports has dropped.
(10) For the first time since

1929, we have a great boom in
industry with world-wide weak¬
ness in commodity prices.
What it boils down to is this:

There is enough steam in the
boiler to carry the current eco¬
nomic boom well into next year
if not farther. The stimulus of a

mew Administration more friendly
Ho business may easily carry us
to new heights of business activ¬
ity.. But the signs of an impend¬
ing setback are already visible.
Hie new Administration will cer¬

tainly have to deal with the prob¬
lems of business recession, and it
may face those problems before
the coming year is over. Much
will depend, obviously, upon the
kind of economic policies the new
Administration pursues. Much will
depend also upon the actions and
^policies of American business in
the months ahead.

Eisenhower's Viewpoints

Accordingly, it seems in order to
•examine what we know about the
economic viewpoints of President¬
elect Eisenhower. Now let me say

at once I have absolutely no in¬
side knowledge on this subject. I
know only what can be obtained
fey a study of what the General
has actually said and written, am¬

plified here and there by the opin¬
ion of some of those who have
lbeen associated with him.

In his speeches General Eisen-
Ihower denounced the current level
■of Federal outlays as "crazy
spending." The idea of a deficit
filled him with - indignation and
when he talked of inflation, as he
did almost everywhere, it was as

something dangerous and even
immoral that must be stamped
out

Time and again, he spoke of his
determination to restore "frugal¬
ity, thrift, and efficiency" to our
national government. "Everybody
im this crusade," he said in Okla¬
homa City, "is committed to sta¬
bilize money. . .

The Treasury and Federal Re¬
serve, he said, should work to¬
gether, and by inference, at least,
Iif? seemed to support the Reserve
System's efforts to combat infla¬
tion by quantitative credit con¬

trols. Taxes, he said, have just
about reached their limit.
As for the budget, the statement

issued by Senator Taft after his
Morningside meeting with General
Eisenhower called for a $20 billion
reduction in the next two years.
This proposal, interestingly
enough, has just been echoed by
Senator Byrd. In his Peoria
speech, Oct. 2, General Eisen¬
hower modified this position. "My
goal," he said, "assuming that the
Cold War gets no worse, is to cut
Federal spending to something
like $60 billion within four years."
This would be a reduction of
about 25% from present levels.
All through the scores of

speeches, prepared and off-the-
cuff, made by General Eisenhower
in this campaign, runs a strong
trend of conservatism in fiscal and

monetary matters. By instinct and
background he is a man who
really believes the old copybook
maxims: a penny saved is a penny

earned; waste not want not; hon¬
esty is the best policy. The Amer¬
ican people seem to have taken
to these recently unfamiliar dog¬
mas with enthusiasm.

Among businessmen this em¬

phasis on conservative fiscal and
monetary policies has made a

strong impression. But General
Eisenhower has made it plain he
has no intention of turning back
the clock.

Speaking to the farmers, Gen¬
eral Eisenhower, in his own words,
"Expanded upon the Republican
platform." He not only endorsed
the existing law calling for farm
price supports at 90% of parity,
but went further. On at least two
occasions he pledged the farmer
not 90%, but 100% of parity.
Speaking in Los Angeles, the

General pledged himself to "im¬
prove and extend" the Social Se¬
curity Program. Millions not now
covered, he said, will be covered.
Not only security for old age, un¬
employment insurance, care for
dependent children and widows,
but also better housing, the Gen¬
eral said, are "moral obligations."
He promised to "explore Federal
loans or other aid to local health

plans," and called for a program
of Federal aid to states in building
schools.

Out West and in Tennessee Gen¬

eral Eisenhower gave his support

to multiple-purpose dams like
TVA and Grand Coulee. He prom¬

ised that reclamation work would
go forward with the Federal Gov¬
ernment playing its full part but
not hogging the whole show.
All through New England in the

closing days of the campaign he
pledged that the full resources of
the Federal Government would
be used to fight another depres¬
sion and to maintain high employ¬
ment. He said this in Fall River,
in Lawrence, and in Lowell—
towns that still remember vividly
the great depression of 20 years
ago.

Speaking in Harlem during the
last stages of the campaign, he
said: "Never again shall we allow
a depression in the United States."
Then he went on to say: "So I
pledge you this. If the finest
brains, the finest hearts, that we
can mobilize in Washington can

foresee the signs of any recession
and depression, that would put
honest, hard-working men and
women out of work, the full
power of private industry, of
State government, of the Federal
Government will be mobilized to

see that that does not happen. I
cannot pledge you more than
that."
In short, the new Administra¬

tion is pledged to thrift, frugality,
economy, efficiency. The "crazy
spending of the National Govern¬
ment must be cut down," "the
deficits must be eliminated," in¬
flation controlled and taxes re¬

duced. At the same time the farm

program is to be expanded,
Social Security extended to mil¬
lions not now covered, reclama¬
tion projects advanced and high-
level employment and prosperity
maintained.

What Future?

What does all this mean for the
future of our economy? It means,
I think, that we have come to a
halting place in the Age of In¬
flation, but that does not mean the
new Republican Administration
has any intention of launching an
era of deflation.

I The people of this country ex¬
pect the new Administration to
put our financial house in order;
to restore economy and efficiency
in government; to reduce expenses
and ultimately to reduce taxes.
At the same time, it is perfectly

clear that neither the incoming
Administration nor the over¬

whelming majority of people of
the country have any intention of
carrying government economies to
a point that would jeopardize the
social advances of recent years or

risk the danger of precipitating
a depression.

Perhaps the key word should be
stability. More than anything
else businessmen would like to be
able to count on some reasonable

degree of stability in government
policies that affect their busi¬
nesses. For 20 years we have had
a regime which has kept the
economic life of the country in a

state of turmoil. All through this
period businessmen have felt that
their government was unsym¬

pathetic to them. They had to con¬

tend with a bewildering outpour¬
ing of government rules, regula¬
tions and regulators. Exasperating
and often unworkable controls
have been a constant hindrance.

In the field of industrial rela¬

tions the weight of government
favoritism has been thrown on the
side of labor, and for every eco¬
nomic problem of the period there
has been one sovereign remedy—
inflation.

Business Looking for Change
Now the business community

looks for a change. It expects that
after Jan. 20 the Federal Govern¬
ment is going to be run more
cheaply and more efficiently. It
expects that government will be
more friendly to business, or at
least less inclined to side with
labor. It looks for unnecessary and
burdensome controls to. be killed
or allowed to expire. It hopes for

early efforts to ease the weight of
taxation.
In some cases, businessmen

probably have their hopes of tax
relief too high. The excess profits
tax is almost universally expected
to expire on June 30 next. Tax
relief for individuals may have
to wait on progress in reducing
government expenses. Some busi¬
nessmen would hold back major
tax cuts until the economy showed
signs of needing a stimulant, but
it is evident that there is a strong
belief that the long road toward
heavier and heavier tax burdens

has finally reached a turning.
There is light at the end of the
tunnel.

There is strong expectation
among businessmen that the pro¬

longed fall in the value of the dol¬
lar will be halted. Money is going
to be worth saving again. With
this expectation goes a feeling of
greater confidence about invest¬
ments and capital expansion plans.
In labor relations the business

world expects that bargaining
will be less one-sided but there

is, as far as I can discover, re¬

markably little disposition to take
a vengeful attitude or to expect
that the next Administration will
or should favor management over
labor. Wages and working condi¬
tions will be governed more by
economic factors and less by po¬
litical factors.

Most businessmen think a re¬

cession is due in 1953 or 1954 but

they do not expect it to be either
deep or disastrous. Over the longer
period they expect improving
business and a resumption at long
last of the normal long-term
growth of America.

The Tremendous War Stimulus

Throughout these past 20 years
there has been no real growth
in productivity or in living stand¬
ards in this country except under
the stimulus of war and rearma¬

ment. The historic trend of our

country has shown over a great
many years a growth of real out¬
put per person in the order of
1.8% per year, but all during the
long decade of the 30's we made
no progress. It was not until 1942
under the artifical stimulus of war
that real output per person climbed
back up to the long-term trend
line. With the ending of that war,
growth again ceased and was not
resumed until the outbreak of the
conflict in Korea.

It is a tragic fact that through¬
out the whole history of this era,
the blight of mass unemployment
was never cured except by war.
The problem of how to achieve
and maintain prosperity without
war remains as one of the great
unsolved problems that the new
Administration will inherit. In

place of the artifical stimulus of
inflation, business counts on the
old-fashioned stimulus of confi¬
dence.

Yet with all this rising opti¬
mism, there is a healthy note of
caution. The next Administration,
it is widely recognized, faces
problems as massive and stubborn
as ever beset any government in
history. There is the enormous
task of putting the government's
own house in order, raising the
morale and efficiency of govern¬
ment personnel, bringing the
runaway budget under control,
reorganizing our sprawling bu¬
reaucracy and recruiting the able
and patriotic men an women who
will be needed to man key posts
in a revitalized Federal Govern¬
ment.

There is the problem of the
stalemate in Korea, which must
somehow be dealt with. Our

people are thoroughly fed up with
this unpopular war. If General
Eisenhower can find a way to con¬

clude it, his prestige will be enor¬
mous. His forthcoming trip to
Korea {may consequently have a
decisive bearing upon the whole
future of his Administration.

Then there is the crisis in our

relations with our allies. We are

committed to continued military

aid but the system of economic
aid carried over from the Marshall
Plan cannot go on. It is no longer
satisfactory either to us or to
those we aid. At the same time
economic conditions in Western
Europe are worsening and there
is no sign that Western Europe
has reached a point where it can
carry the present burden of re¬

armament and stand on its own

feet economically.

Tariff Revision Needed

It will be necessary to take a

hard look at our own tariff poli¬
cies, something peculiarly dis¬
agreeable to a Republician Ad¬
ministration, and it will be
necessary to re-examine the whole
structure of international trade
and currency. Trade, not aid, is
what our allies insist is needed.

Perhaps a new world economic
conference may be in order. We
have been dealing with the prob¬
lems of Western Europe on am

emergency basis. We must face
the fact that these problems are

not temporary. They are chronic..
They do not represent mere war

damage. They reflect the disloca¬
tions of a world that has been

undergoing rapid and fundamental
changes. The very urgency and
decisiveness of these problems;
will be a limiting factor upon the
new regime. In its budget-making,
it will have to take account of the
troubled state of the world.

Finally, there is this great prob¬
lem of maintaining a sound, but.
prosperous, economy. The out¬
going regime has had but one

remedy. To spend more money, to.
depreciate the currency. The new

Administration will have to find

something better.
After 20 years in the wilderness,

the Republican Party knows that
it faces a great danger. That dan¬
ger lies in the possibility that its
first return to power may be
marked by depresson and unem¬

ployment. Such an event must be
prevented if our two party system
is to survive. The business com¬

munity has an equally heavy stake
in seeing to it that depression is
avoided.

The leaders of American enter¬

prise, particularly those who man¬

age and direct large corporations,
must see to it in the months ahead,
that the policies they pursue are
wise and constructive, not merely
from the standpoints of their own.
companies but from the standpoint
of the whole country.
I have entire confidence that the

new Administration can and will

successfully meet this threat of
business recession. It will do so,
not just by spending more gov¬
ernment money. Rather, as Gen¬
eral Eisenhower has said, it will
mobilize the full power of private
industry and the various state
governments to work with the
Federal Government. Business,
labor, and agriculture all have a.

vital part to play in such an effort.
Perhaps the first essential is to

make sure that the existing boom
does not run away into a final
splurge of speculative excesses

stimulated by the new up-surge
of confidence.

What is needed on the part of
both business and government is
the kind of policies that will tend
to reduce the risks of both infla¬
tion and collapse. I see no reason,

why we should not have such
policies.
We may expect that the first

emphasis of the incoming regime
will be on reducing government
expenses. There will be vigorous
efforts to save money by elimi¬
nating unnecessary or wasteful ex¬
penditures. In addition, General
Eisenhower has indicated that he
expects to make substantial econ¬
omies in the $60 billion National
Security Program.
The effect of all this is, of

course, anti - inflationary, and
might be expected to have some

moderating effects on the boom.

Assuming some real progress in
economy, the Administration is
next clearly pledged to tax reduc-
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tions. • These, coming after the
budgetary economies have been
made effective, might very well
give a lift to the economy at a
time when it may be needed.
The indications are, therefore,

that the new regime will begin
with emphasis upon conservative
measures of budget balancing, but
that it will keep a sharp eye on
the economic weather and be pre¬

pared to modify its course if and
when the storm signals start fly¬
ing on the economic front.

Meanwhile, the whole country
can look forward to the stimulus
that comes from a major change
in the political climate, ushered in
by an Administration elected by
an overwhelming vote of all kinds
of people in all parts of the coun¬

try.

Continued jrom first page

As We See It
like. It is committed in regrettable degree to much of the
New Deal and the Fair Deal type of policy. The General
repeatedly asserted that the "social gains" of the past two
decades would be fully protected. Indeed very substan¬
tial if not controlling elements in his party are known
to be sympathetic to this policy. The Republican candidate
fully matched Democratic promises to the farmer. If one
takes into account what the President-elect himself has
said from time to time and the commitments of many
members of his party in Congress, one finds it difficult
to escape the conclusion that the Eisenhower Administra¬
tion is in large degree committed to the basic principles"
of the so-called Full Employment Act. It is to be hoped,
and it is certainly our hope, that a greater measure of
reason will be shown in the advocacy and promotion of
such measures and such philosophies, and we think it is
reasonable to expect more xbusiness-like administration of
them.

On the record, however, it is difficult to find any
basis for expecting a course from the Eisenhower regime
which leaves any solid ground for an appeal by the oppo¬
sition for support for a program which goes further in
these directions. The loyal opposition would serve the
country well if it promptly discarded any plans of the
sort it may be harboring. In fact, we should be greatly
pleased were it possible to foresee an opposite course by
the Democratic party, that is to say one which attempted
at appropriate times and in appropriate ways to hold the
controlling party in check in all such matters. Of course,
it hardly lies in the mouths of most Democrats to call
upon a Republican regime to act within reason and he
would be a little foolish, we are afraid, who looked for¬
ward to anything of the sort.

It Depends
• What of a constructive nature could, then, be achieved

by the defeated party to contribute to the well-being of
the country and toward a rehabilitation of its standing
with the general public? This is a large question—and
one, doubtless, which is giving the wiser heads in the
party a good deal of uneasiness at this moment. Much,
it seems to us, depends upon who is to be dominant in
the party henceforth. If one may judge by what appears
on the whole to be the personal inclinations of the Presi¬
dent-elect and those of the defeated candidate as suggested
by his pre-convention utterances and his work as Gover¬
nor of Illinois, the two are not worlds apart. It was the
so-called radical elements in the Democratic party—and
President Truman with his anomalous behavior — which,
along with the allegation of a "surrender" to the rightist
elements in the party by the Republican candidate, seemed
to leave the two so far apart as the first of November
approached. •

■ 'j If now the spirit of Franklin Roosevelt and Harry
Truman is to continue to live and dominate the Demo¬
cratic party during the years just ahead, it is hardly
likely that it will make any contribution at all to the
welfare of the country;- This, of course, may turn out to
be precisely what happens. But there are other possibil¬
ities. The party also has its Byrds, its Georges, its Rus-
sells, yes, and even its Douglases. Many had supposed
prior to the Chicago convention that Adlai Stevenson was

intellectually and constitutionally more closely akin to
these than to President Truman—and there are a good
many who are inclined to hold on to that opinion to this
day. There can be little doubt that President Truman

managed to dominate the party and the election in a

degree and in a manner little to the liking of many of
its members — quite possibly including the Democratic
candidate.

Now a Democratic party whose policies and whose
tactics during the next four years are based largely upon
the tenets of the Byrds, the Russells, the Douglases, the
Georges, and what seemed at one time to be those of
Stevenson might be of great service to the country. It
..would be idle, of course, to expect the party to embrace

all the philosophy of all of its members. That would be
an impossibility in the Democratic party as it is in the
Republican. But a course of action to which the more

intelligent and saner elements of the party could sub¬
scribe in good conscience should not be wholly out of the
question. The battle scars received during recent cam¬
paigns, particularly the campaigns of this year, are deep,
and unquestionably it would be difficult for the party to
get itself together promptly and effectively in any such
way as thus indicated.

But it would be an excellent thing if it could. There
are elements in the Republican party which need watch¬
ing and at times counteracting. The party even has its
share of day dreamers. It certainly has some members
who have gone to extremes in ways which are hardly
American. It likewise has elements which have always
been ardent advocates of policies which were never sound,
and which are today even less acceptable than they were
in days gone by. The extreme protectionists are among
these latter. It would be a good thing for us all if the
Democratic party would do what it can to make certain
not only that tariff walls and other artificial trade bar¬
riers are not made more severe, but that some progress
is made in the other direction.

Drop Truman
To sum up: The Democratic party as badly beaten

as it is at this moment could still serve the country in
the years immediately ahead, but it can not do so under
Truman leadership.

Continued from page 13

Deflation May Be in Offing
but at some point the bootstraps
have always been stretched to the
breaking point and deflation has
inevitably followed.
Before we gloat too much about

our 1939-1952 prosperity let us
examine the source of funds, the
expansion of credit and debt, that
financed the boom.
In 1939 when war broke out in

Europe the United States public
and private debt was roughly in
the neighborhood of $200 billion.
Between 1939 and January, 1952
the public and private debt owed
by American citizens expanded
approximately three-fold, to about
$600 billion, or an increase of ap¬
proximately $400 billion. The
average American owed $1,600 in
1939, but on Jan. 1, 1952 he owed
about $4,000. On Jan. 1, 1953 his
debt will be significantly higher,
at least $34 or $35 billion higher
as present debts increase still
another $30 or $31 billion.

? During the first part of the
period 1939-1945 the major source
of our increased money supply
was the expanding debt of the
Federal government, which in¬
creased roughly four times while
private debt increased only a little
more than 10% (some estimates
say it actually decreased a little).
At the end of the war this huge
reservoir of additional money
made economic desires effective
in the market place and business
volume and prices and profits rose
in spectacular fashion.

From 1945 to January, 1952 we
needed not only the additional
money created during the war but
we needed to increase our private
debt continuously to about double
to support the super boom we
have just experienced. By Janu¬
ary, 1952 our private and public
debts were about equal. The fi¬
nancing of the boom, therefore,
has been made possible by the ex¬

pansion of credit based on a con¬

stantly rising debt structure since
1939. If this is sound we have

nothing to do but continue the
process ad infinitum and a new
era is here.

As a matter of fact, some school
of thought argues that in 1951,
while we increased our private
debts almost $30 billion, at the
same time individuals were in¬

creasing their liquid assets. Al¬
though they admitted that the in¬
crease in liquid assets was only
about equal to one-fourth the in¬
crease in the debts they felt that

the situation was not out of line.
These government economists
failed to mention that the com¬

ponents making up these liquid
assets were themselves about

three-quarters claims or debts of
others. But we are now back to
the early days of the New Deal,
when we were told not to worry
about debts, for after all we

only owed them to each other
—and haven't they proved to us
that rising debts are a blessing,
not as was once thought the basis
for alarm. Could it yet be that
the rising mountain of debt that
has kept the inflationary boom
going could turn into a volcano
of deflation? Is some liquidation
of debt at least in order, and at
least some deflation in the cards?

Surprisingly enough, to keep
our boom going even the pros¬

perous farmer has been going into
debt recently. At the end of the
war, farmers, like the average
American citizen, were in a low
private debt position, for the
farmer almost the lowest in many

years. However, contrary to
popular opinion, the farmer's debt
on Jan. 1, 1952 was about 85%
above his debt at the end of

World War II. The farmer's non-

real estate debt has risen 144%.
Despite the good earnings, even
the farmers, perhaps the most
prosperous segment of our econ¬

omy, have not been able to take
their desired share of national

output without going into debt.
Even if debts were to level out

we would be in for some serious

readjustment. Can we really be¬
lieve that a boom based on con¬

stantly rising debt can continue,
or that we can shift to a new

basis without first liquidating at
least some of the excesses of the

past? We may not expect a de¬
pression but isn't a recession a

deflationary interlude possible?

Summary

As an economist I do not have

a crystal ball to look into 1953
and 1954. However, on the basis of
what has happened, it is clear that
a crystal ball to look into 1953
the boom has rested on Capital
Goods and Foreign Aid financed
by a rapidly expanding structure
of debt. Not only is it likely that
the demand for Capital Goods and
Foreign Aid will decline, first
gradually, and then more rapidly
in 1953 and 1954, but in line with
the trend towards conservatism

and politics and finance through¬
out the world, it is very likely
that some attempt will be made
to restore the integrity of the dol¬
lar, a least temporarily, to re¬
verse the trend of constantly ex¬
panding debt. As the source of
funds begins to dry up, and the
desires for Capital Goods and
Foreign Aid are weakened, the
bloom will be off the boom.
We are already shifting from a*

sellers to a competitive market
In 1953, business in general will
become strongly competitive and
this will have a much more seri¬
ous effect on profits than it will
on volume. The low cost pro¬
ducers will take business away
from the high cost producers,
many of whom will go out of
business, either forcibly or volun¬
tarily, as they learn the long
honeymoon is over. The medium
tost

„ producers will see their
profits cut drastically, and the
low cost producers will find that
their excess profits, characteristic
of a long sellers' market, will also
shrink very considerably. The
break-even points of American
business are undoubtedly much
higher than ever before. These
can, and undoubtedly will, be re¬
duced but in the adjustment pe¬
riod of 1953 and 1954 profits will
probably decline very consider¬
ably. It will not be necessary for
business volume to fall to depres¬
sion levels in order to have profits
in many industries look very sick
indeed. All we can know is that
just as at the bottom it is never

possible to see how far up we
can go, so at the top in an en¬
vironment of optimism, it is never

possible to appraise a subsequent
decline.
We are told that now the Re¬

publicans are in control, we
should have unbounded confi¬
dence, but should we have con¬

fidence that they are going to
build on an unsound structure or.

rather that they will try to put.
the house in order first, in spite
of some deflation, and lay a
foundation for sound prosperity
in the future.

At the American Institute we

believe that the stocks which
benefited most from the inflation
will suffer the most in the period
of readjustment beginning next
year, but that, conversely, certain
groups of securities will be ben¬
efited by such a trend tying in
political trends toward less gov¬
ernment control. Examples of
such beneficiaries in the defla¬

tionary interlude might well be
the American Telephone & Tele¬
graph Company and leading to¬
bacco stocks and special situations
with General Foods, Woolworth,,;
Coca-Cola and Burroughs Adding
Machine Company as outstanding-
illustrations.

Thirty Years for
James B. Powells

FAN FRANCISCO, Calif. — Mr.
and Mrs. James B. Powell (Har-;
ris, Upham & Co., San Francisco)
are celebrating their 30th wedding
annversary. They are leaving for
a trip to Whittie, California for
several weeks' stay, and from there
they will fly to Texas. They have
two children, a daughter, Mrs.
Frances Lee Goodwin, and a son,

James, Jr.
Mr. Powell has been trading

since 1926.

Frank Knowlton Adds
(Special to The Financial Chronicle)

OAKLAND, Calif. — Raymond
G. Sellars is with Frank Knowl¬

ton & Co., Bank of America Build¬
ing.

With Proctor, Cook
(Special to The Financial Chronicle)

BOSTON, Mass. — Allen Reid
has bscome associated with

Proctor, Cook & Co., 35 Congress
Street, members of the New York
and Boston Stock Exchanges.
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Continued jrom page 2

The Security I Like Best
of both developed and prospective
ore. At the close of 1951, man¬

agement admitted to proven re
serves in the amount of 17 million
tons with an average value of
$8.96 per ton. Thus, with gold at
$35 an ounce, Kerr-Addison's re¬
serves work out to a value in
excess of $150 million or about
$31 in ore behind every Kerr-
Addison share outstanding. The
position is unique in that no other
Canadian gold mine has ever de¬
veloped reserves even approach¬
ing this evaluation. Kerr-Addi¬
son's operating costs are the
lowest in the industry, averaging
roughly $4 per ton.

Moreover, the above-mentioned
reserves are conservatively re¬

ported, both as to grade and ton¬
nage. They take into account only
the ore that is above the 2,500 foot
level. Actually, the shaft has been
sunk to a depth of 4,000 feet and
it was recently announced that
rich, new ore over big widths had
been discovered. Eight new levels
are being established. At these

, deep levels, diamond drilling
has intersected ore averaging 1.17
ounces per ton (at $35 gold) across
a true width of 40 feet; another
drill hole showed .85 ounces per
ton across 43 feet. Thus, while it
is too early to make accurate pre¬

dictions, there is considerable evi¬
dence to the effect that the grade
of new ore at depth is far richer
than anything encountered at up¬
per levels where mining opera¬
tions are currently being pursued.

However, important results
were obtained during early 1952
at the 2,350 foot leyel. These new¬

ly found orebodies have been
rather completely outlined by a
maze of diamond drill holes. The

deposits are unusually compact
and are concentrated in widths
well above the average. Total
length of ore at this level is 4,134
feet, working out to 8,517 tons per
vertical foot. Grade, averaging
about $15 per ton, is almost dou¬
ble the richness of that found at

upper levels currently being
mined. Geology is excellent from
the operational standpoint and the
structures lend themselves to the
low costs which are typical of the
overall picture at Kerr-Addison.
In view of the new and rich de¬

velopments at depth, management
believes that it can continue to
mill ore at the rate of 4,400 tons
per day without the necessity of
deepening the shaft for many

years.

Kerr-Addison's extremely fa¬
vorable position can be summar¬

ized briefly:

, (1) Unusually large proven re¬
serves of profitable ore. Com¬
petent independent engineers
speculate that the big mine might
well have an ore expectancy far
higher than management's con¬
servative estimates.

(2) Grade of ore improves ma¬

terially with depth. As the min¬
ing program progresses, this
higher grade ore will be brought
to the mill head. Thus, corre¬

spondingly higher future profits
can be expected.

(3) Kerr-Addison is one of the
few gold mining enterprises that
has been able to complete a vast
expansion program during the
trying period the industry has
experienced over the past ten
years.

(4) On visiting the property in
northern Ontario I was very fa¬
vorably impressed with the mod¬
em plant and equipment, effi¬
ciency of mining and milling
methods employed, and the ob¬
viously high calibre of manage¬
ment and personnel. Labor re¬

lations are good; turnover rate
is low.

(5) Production and earnings
have been in a long-term rising

trend despite deteriorating con¬
ditions for the industry as a

whole. The annual dividend of
80 cents per share returns a cur¬
rent yield of about 41/2%-
For centuries, gold has been the

classic medium of universal value.

Although nations may forbid its
free circulation among citizens,
they are quick to demand pay¬
ment in gold to cover debit trade
balances from foreign accounts.
That faith in gold as a stable
measure of value remains un¬

shaken, seems evident as we
observe vast quantities of the
precious metal being accumulated
throughout the world in private
hoards. A nation's currency that

is deficient in gold backing is a

currency devoid of international
confidence, and ..trade with that
nation will languish. Money sup¬

ply has been in a long rising
trend, yet a smaller and smaller
proportion of newly mined gold is
being monetized. It is entirely
possible that in the not too dis¬
tant future powerful economic
forces will bring about an up¬
ward revision in the official gold
price—a revision that would more
realistically appraise the i degree
of world inflation that has al¬
ready taken place. Such an
eventuality would have a pro¬
found and favorable influence on

the fundamental position of a

company such as Kerr-Addison.
Enhanced value of the great ore

reserves plus a sharp improve¬
ment in net income would un¬

doubtedly be quickly reflected in
the market value of the stock.

Continued jrom page 5

'The State of Trade and Industry
figure shrinks to $137.3 billion. National production in 1939 was
$91.3 billion.

According to Francis W. White, President of American Woolen
Co., New England woolens and worsted manufacturers must cut
prices to compete with foreign-made fabrics and synthetic fibres.
He emphasized that imports of woolens and worsteds from Britain
in the first nine months of 1952 were greater than the yardage
imported in all 1951. And to add to the troubles of New England
mills, synthetics, most of which are made in the South, have
taken about half the women's suit and men's summer suit busi¬

ness, he stated.
United States exports in September amounted to $1,217,300,-

000, the United States Department of Commerce reported. This
was 3% behind the 1951 monthly average and about 8% under,
the rate in the first half of this year. While'the flow of U. S.
goods abroad in September was only $14 million below Sep¬
tember, 1951, the showing was aided by big military aid ship¬
ments. Excluding deliveries of arms to Europe, September ex-

ports were $973 million.
The import side of the picture shows that the U. S. bought

a great deal more foreign goods this September than in the like
1951 months. Imports were valued at $877 mililon, a 20% increase
over September, 1951. Nevertheless, the nation's imports were
still 4% below the 1951 monthly average and 3% under the rate
for the initial six months of 1952.

* ' V'.'*' "• •, ' - .v

Steel Output Set at Fractionally Lower Level
Steel production this year in the United States will be the

third largest in history, despite a two months' strike of steel-
workers, says "Steel," the weekly magazine of metalworking.
The only years eclipsing 1952 will be. 1951 and 1950.

Output this year will exceed 90 million net tons of steel for
ingots and castings, and conceivably may reach 93.5 million tons.
Production in the record year of 1951 was 105.2 million tons. In
1950 it was 96.8 million tons.

Production in the first 10 months of 1952 totals 74,010,497 net
tons, with October's output of 9,790,000 tons setting a new all-
time record for a month. Previous monthly record was made in
March of this year, with 9,404,191 tons.

The country's steel production capacity is still growing, so
it's possible that more new records will be cast. But even if

November and December fall somewhat below October the total

for the year should be at least 90 million tons. If November and

December each only equal October, the year's total would be
93.5 million tons, continues this trade journal.

The high rate of output and the catching up on orders ac¬

cumulated during the steelworkers' strike are again building
pressure for removal of government controls on steel. Controls

on distribution and use of steel are due to expire June 30, 1953,
but steel industry leaders hope this date can be stepped up by at
least three months.

Evidence of the improved supply of steel is the approval
given by the government for distribution of 1,480,000 additional
tons of carbon steel during the first quarter of 1953. This tonnage
is confined to seven product classes but that was expected.
Loosening of the steel supply comes product by product and
plant by plant. Recognizing this, the government will review

the situation again before Dec. 10, and, if possible, make another
suplemental distribution for first quarter use, states "Steel."

Some metalworking plants think their only steel supply
problem in the first quarter will concern bars over an inch im

diameter. Helping ease pressure around the second quarter will
be a new bar mill at the Pittsburgh works of Jones & Laughlin
Steel Corp.

Plate demand continues well ahead of supply and first
quarter order books have virtually no more openings for non-

defense tonnage. Some plate producers look for an easing in the
second quarter. Structural steel supply is catching up with de¬
mand as a result of government limitations on construction.

Hot-rolled and cold-rolled steel sheets continue in a firm demand,

particularly from the automotive and appliance fields. Several
mills are increasing allotments of galvanized sheets; some con¬

sumers are offering galvanized tonnage for resale midway be¬
tween mill and warehouse prices, this trade weekly reports.

: Although steel mills' heavy production requires a vast
amount of steel scrap most of them are well fixed on this material.
Slow business among foundries keeps down demand for cast
scrap. As a result, many auto wrecking yards are wrecking out
very few cars. Foundries can't use all of the engine blocks from
them and the steel mills don't want them. Consequently, other
steel that normally would flow from these cars to the steel mills
lies idle in the graveyards, concludes "Steel."

The American Iron and Steel Institute announced that the

operating rate of steel companies having 93% of the steelmaking
capacity for the entire industry will be at an average of 106.1% of
capacity for the week beginning Nov. 17, 1952, equivalent to 2,203,-
000 tons of ingots and steel for castings. In the week starting Nov.
10, the rate was 106.6% (revised) of capacity and actual output
totaled 2,215,000 tons. A month ago output stood at 106.9%, or*
2,221,000 tons, while a year ago when the capacity was smaller the
estimated output was 2,073,000 tons with the rate at 103.7%.

Electric Output Lifted to Higher Level Last Week
The amount of electric energy distributed by the electric light

and power industry for the week ended Nov. 15, 1952, was esti¬
mated at 7,883,878,000 kwh., according to the Edison Electric In¬
stitute.

The current total was 77,083,000 kwh. above that of the pre¬

ceding week when output amounted to 7,806,795,000 kwh. It was

550,744,000 kwh., or 7.5%, above the total output for the week
ended Nov. 17, 1951, and 1,155,544,000 kwh. in excess of the output
reported for the corresponding period two years ago.

• Car Loadings Decline 3.8% Below Previous Week
Loadings of revenue freight for the week ended Nov. 8, 1952,

which included Election Day, totaled 829,198 cars, according to the
Association of American Railroads, representing a decrease of 32-,
814 cars, or 3.8% below the preceding week.

The week's total represented an increase of 37,795 cars or

4.8% above the corresponding week a year ago, but a decrease
of 10,682 cars, or 1.3% below the corresponding week in 1950.

United States Auto Output Rises 3% Above
Preceding Week

Passenger car production in the United States last week ad¬
vanced 3% above the previous week and was 22% above the like
week a year ago.

It aggregated 108,152 cars compared with 105,042 cars (re¬
vised) in the previous week, and 88,787 cars in the like week
a year ago, according to "Ward's Automotive Reports."

Total output for the past week was made up of 108,152 cars
and 30,376 trucks built in the United States, against 105,042 cars
and 29,212 trucks-the previous week and 88,787 cars and 24,030
trucks in the comparable period a year ago.

Canadian plants turned out 6,335 cars and 2,500 trucks against
6,803 cars and 2,553 trucks in the prior week and 4,987 cars and
2,963 trucks in the like week of 1951.

Business Failures Continue Mildly Higher
Commercial and industrial failures rose mildly to 143 in the

week ended Nov. 13 from 143 in the preceding week, states Dun
& Bradstreet, Inc. Casualties were heavier than a-year ago when
109 occurred, but they remained below the 170 in the comparable
week of 1950. Only one-half as many concerns failed as in the
comparable week in prewar 1939 when 308 were recorded.

Liabilities of $5,000 or more showed a slight increase over last
week and were considerably higher than a year ago. Little change
appeared among small failures the past week.

All of the upturn during the week was concentrated in manu¬

facturing and wholesaling. Retail and commercial service casual¬
ties, on the other hand, declined. The only marked drop occurred*
in construction, which fell to 12 from 21. All lines except con¬
struction had more businesses failing than last year. The sharpest
rise from the 1951 level took place in manufacturing where casual¬
ties were more than twice as numerous as a year ago.

Failures in the Pacific States held steady at 43, in the South
Atlantic at 12, while the East North Central failures rose slightly
to 21 from 18, ancl New England to 12 from 9. The week's only
geographic decline-brought the toll in the Middle Atlantic States
down to 49 from 57. Only one region, the West South Central, had
fewer failures than last year, casualties in the Pacific and East
North Central Regions had the sharpest rise from 1951.

Wholesale Food Price Index Holds at 28-Month Low

Following ;four successive declines the Dun & Bradstreet

wholesale food price index for Nov. 11 remained unchanged at
$6.30, the lowest point touched since July 11, 1950 when it stood
at $6.28. The current index marks a drop of 5.5% from the $6.67
recorded at this time last year.

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 gen¬

eral trend for |ood prices at the wholesale level.

Wholesale Commodity Price Index Recedes Moderately
Following Irregular Post-Election Trend

.• The Dun & Bradstreet daily wholesale commodity price index
showed a moderate decline last week, following irregular move¬

ments after the election. The index closed at 285.14 on Nov" 10,
a drop of 1 point from 288.15 a week previous, and a decrease of
8.1% from 310.41 recorded on the corresponding date a year ago.

Grain markets were somewhat unsettled during the past week
although final Quotations showed only minor changes from the
preceding weeki Comparative firmness in wheat reflected fairly
good mill dernapd, continued drought conditions in the Southwest,
and an improvement in export business. Despite heavy marketings
of new crop corn, prices were relatively strong, aided by improve¬
ment in export demand and an easing in country selling pressure.
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Oats prices advanced slightly as country offerings continued small. Continued from page 12
Trading activity on the Chicago Board of Trade was compara¬

tively slow. Daily average purchases of grain and soybean futures
totaled 42,000,000 bushels during the holiday; week; against 45,000,-
000 the week before, and 66,000,000 in the corresponding week
last year.

, ,, ..,

New buying in the domestic flour market was hesitant as
prices for most types were maintained at around the highest levels ■ ■
of the season.

Replacement purchases were at a minimum despite dwindling...
mill balances.

Export sales were fair. Cocoa prices moved lower on sellirtg
influenced largely by a freer movement of new crop cocoa and
expectations for a good African crop this season. Warehouse stocks
showed a further decline to 49,110 bags as of last Friday, as cornr •;

pared with 143,023 a year ago. The sugar and coffee markets were/
mostly steady in rather slow trading. Hog prices were steady to
firm most of the week but declined sharply at the close due to
heavy market receipts. Cattle prices were firmer, while sheep-*
remained steady.

Spot cotton prices were irregular last week and fluctuated
over a fairly wide range.

Values were off quite sharply on Wednesday of the preceding
week following the election but subsequently recovered most of
the losses only to decline sharply on Monday of last week follow¬
ing publication of the semi-final estimate of this year's cotton crop
by the Crop Reporting Board.

The report showed a gain of nearly 500,000 bales over-the-
Oct. 1 forecast, putting indicated production at 14,905,000 bales.
This compares with last year's crop of 15,144,000 bales, and the
ten-year average of 11,755,000 bales. Mid-week firmness was at¬
tributed to buying influenced by an improvement in the technical
position following recent sharp declines and reports of a spreading
holding movement among farmers in the South. Loan entries
during the week ended Oct. 31 were reported at 43,600 bales, up
from 23.700 the week before, and bringing total entries for the
season through October to 101,900 bales. Sales activity in spot
markets fell below the preceding week and the same week a year
ago. ; ///,• ;.;• ' V..... /.//• .V . ■ •'

Trade Volume Rebounds After Slight Decline of
Preceding Week

Retail trade throughout the nation in the period ended on

Wednesday of last week rebounded after the dip in the prior week
when many shoppers were diverted by the intense interest in the
elections. As during the last seven months, retailers generally had
larger receipts than in the comparable week a year earlier. Mer¬
chants in some parts began to introduce the Christmas theme into
their promotions and consumer response was quite favorable.

The total dollar,, volume of retail trade in ihe week was esti¬
mated by Dun & Bradstreet, Inc., to be from unchanged to 4%
higher than a year ago. Regional estimates varied from the levels
of a year before by the following percentages: New England,
South, and Northwest +1 to 4-5; East —2 to 4-2; Midwest 0 to
4-4; Southwest and Pacific Coast -f-2 to -f 6.

Shoppers spent more for apparel last week than in either the
prior week or the similar 1951 week.. The purchasing of outer¬
wear expanded perceptibly as temperatures tumbled in many sec¬
tions.

The sharpest rises during the week were scored in the sales
of men's wear which were stimulated by many price reductions.

Lingerie, accessories, and sportswear were in widened demand.
The buying of shoes continued to surpass that of a year before
by about 5%.

Food stores sold slightly more than in the previous week and
moderately more than a year ago. Price shavings in pork, lamb
and some fruits attracted many housewives. Sharp gains over the

year-ago levels were scored in the selling of frozen foods, oleo¬
margarine and canned meats.

The interest in household goods held close to the increased
level of recent weeks and remained markedly higher than that of
a year earlier.

The post-election drop in the sales of television sets was more

than offset by the increased interest evoked by new stations, par¬
ticularly in the Southwest and Pacific States, and by the usual
seasonal rise.

Trading activity in most of the nation's wholesale markets did
not vary sharply during the period ended on Wednesday of last
week. As during recent months the total dollar volume of whole¬
sale trade was moderately higher than that of a year earlier.
Merchants were more prone to add to their inventories than at this
time a year ago. I

Department store sales on a country-wide basis, as taken
from the Federal Reserve Board's index for the week ended Nov.

8, 1952, declined 8% below the level of the preceding week. In
the previous week a decrease of 5% was reported from that of the
similar week of 1951. For the four weeks ended Nov. 8, 1952,
sales reflected no change. For the period Jan. 1 to Nov. 8, 1952,
department store sales registered a drop of 1% below the like

period of the preceding year.

Retail trade in New York last week declined, according to
observers, from 3 to 4%. Merchandisers were at a loss to under¬
stand the cause of the decline.

According to the Federal Reserve Board's index, department
store sales in New York City for the weekly period ended Nov. 8,
1952, decreased 13% below the like period of last year. In the

preceding week a decline of 4% (revised) was reported from that
of the similar week of 1951, while for the four weeks ended Nov.

8, 1952. a decrease of 3% was recorded. For the period Jan. 1, to
Nov. 8. 1952, volume declined 8% under the like period of the
preceding year. . 1 —

An Appraisal of Election Results
worried about declining earnings Private debt is low in relation
and possibly declining dividends, to liquid assets and national in-
They believe profit margins will come.
narrow and competition increase. People are saving a great deal
They are fearful that inventories of new money.
are too high. They expect com- Even the burden of public debt,
— — *>rl-GS *n relation to national income has
They don't see how taxes can be been greatly modified,

reduced. They have been saying In ^is campajgn> Eisenhower
1 >? ^eP.ubllcan ^ strongly and clearly stated that

proci/^Arif Thfv he would fight any insipient de-

blfieve that stock prices are his- Pression with a11 the weapons atbelieve that stock prices are nis hig comman(j. We know from. • 11AU vvAiuiiauu „ , ^ A1V11J 0X~torically high. If commodity Prices perjen€e that Federal spending isare to decline, they be eve fla-
^ ^ most powerful of thesetion will cease to be an important

weaDonsfactor- in -supporting stock price A , . .

levels. As Piant and equipment ex-
, penditures go down, and as accel-

^/.tf Such Fears Are Not New erated amortization accelerates!;
\ Every six months since World balance sheets will become more
War II ended, there has been a liquid.
comparable set of fears as to what There are floors under many
was going to happen six months farm commodity prices, and nu-
later. merous industrial raw materials

So far nothing very terrible has are likely to be stockpiled in a

happened. Probably we should recessionary period by the gov-
take these fears somewhat more eminent,
seriously than has been true up The economy has many cush-
to this time. On the other hand, ions, including social security,
we need not accept them at full Savings bond maturities next
value. - '

year will have a sharp upward
We don't have time to discuss jump and will be available for

them in detail this afternoon. But spending if the holders so desire.
I would like to make certain perti- EPT is likely to be modified,nent remarks with respect to some and wm possibly even be elimi-of the more important factors in- nated next June 30, and would
volved.

s,:; surely be eliminated if recession
Prior to the election it still were to develop,

seemed to me that next year could a great many large jobs remain
be a very satisfactory year. As- to be done, including new roads,
suming no new elements of conse- schools, sewage svstems, etc.
quence come into the picture, I Meanwhile, unfilled orders in
believe the economy a year from the hands of business are at a
today could look about as follows: new all-time high.
The annual rate of defense The new Administration will

spending might be $4 to $6 billion have its own answers to problems
higher than now. of recession, but it is worthwhile

So far as any official announce- to note that a lot of preliminaryment is concerned, the objective of work is being done on suggested
defense spending is still a level of solutions by the present Admin-
about $58 billion a year, which istration and its various agencies,
we have not yet reached, and So the programs will be available
which is supposed to be sustained jf the necessity arises and the in-
for two years after it is reached, clination to use them is present.
The latest report of the Office

of Defense Mobilization indicates Does the Election Change My
that in the next year deliveries Views on the Near Term?
of hard military goods will rise What Eisenhower does in the
another $6 billion a year from the next 12 months is certainly going
level of the third quarter of 1952. to have an important influence on
The New York "Times," Nov.. 14, markets. He has numerous prob-

quoted Senator Styles Bridges, lems, and the skill with which he
coming probable majority leader solves them will be important to
of the Senate, to the effect that a our business. There is no way of
commission would be created to being sure in advance just what
endeavor to obtain the greatest these solutions will be. We can
amount of defense for a minimum only conjecture from what we now
cost. He said the report of this know. -

commission probably could not be One of the first problems he
completed in less than six months will face is that of Korea and the
after its initiation in January, and defense program in general. It
would be of no help in legislative seems highly improbable that the
considerations of the military result of his Korean visit will be
budget for the 1954 fiscal year. intensified warfare beyond the
McGraw-Hill's most recent sur- borders of Korea. Conceivably,

vey indicates that plant and equip- some kind of real armistice could
ment expenditure will drop only be reached.
about $1 billion from 1952 to 1953. If so, it is obvious that the de-
Residential building might be mand for a cut in defense expend-
about at the present rate, or as itures would be stepped up. Eisen-
much as $2 billion a year lower, hower is favorable to such a cut
The level of business inventory anyway, at least to the extent of
could be about what it is now. eliminating waste. However, any
Personal consumption expendi- cut is likely to be slow in taking
tures might be about $5 billion place. Senator Styles Bridges has
higher. Thus, gross national prod- already indicated it will be about
uct might be from $6 to $8 billion eight months before a newly ap-
higher a year from now than it is pointed committee on elimination
now. of defense waste can make its
Of course, many new elements recommendations,

will come in, but it is hard to ap- It will be tempting to allow the
praise them now and they might Korean taxes to run off by expi-
be good instead of bad. I am ration. Excess profits tax expires
merely taking the same set of cir- June 30, 1953. The Korean boost
cumstances which I believe every- *of roughly 10% in personal in-
body else is taking with respect come taxes expires Dec. 31, 1953.
to next year, and saying that the The normal and surtax rate on

result is more likely to be a good corporations automatically drops
latter half of 1953 than a poor one. from 52% to 47% on April 1, 1954.
If, by chance, we do start down, If the cut in defense expendi-

I believe the down side risks are tures and taxes occurred together:
limited in degree and duration, (a) the effect probably would be
because: the two factors would neutralize;
Stocks are low, not high, in re- (b) after all, it is not too bad a

lation to book values, earnings, risk to take a chance on allowing
dividends. people to spend their own money

rather than have the government
spend it—for awhile.

If, by chance, the Korean tax
boost named above were to be
allowed to run off by expiration,
and if the defense expenditures
were allowed to continue for a

matter of 8 to 12 months while
new programs were being drawn
up, the overall effect would be

temporarily more inflationary
than the present Democratic
spending outlay for this particu¬
lar period.
Wage and price controls may be

allowed to expire on April 30,
1953. (a) Meanwhile, wage con¬
trols are ineffective anyway,
(b) Price controls are apt to
become less effective, even
before expiration, (c) There is
even a risk that the unions will
attempt some last minute wage
increases before the Administra¬
tion changes, (d) In any event,
we are apt, under Eisenhower, to
work back toward relatively free
markets.

Probably in the next several
months Eisenhower will have to
enter into preliminary discussions
on new proposals foj* permanent
working arrangements between
this country and its allies, from
the economic point of view as
well as from the military and po¬
litical.

These new decisions could have
an important influence either way
on the 12-month outlook as well
as that for the far future.

Eisenhower undoubtedly stands
for greater power on the part of
the Federal Reserve with respect
to the management of credit and
interest rates. However, both Ei¬
senhower and the banking system
are keenly aware of the necessity
of keeping credit policy free of
possible blame for introducing a
serious business recession. Conse¬
quently, nothing drastic in the
way of change in banking policy
is apt to occur over the coming
12 months.

. '
V • f

.

,

Conclusion

From the standpoint . of the
long-term, there is a better chance
of avoiding serious monetary in¬
flation.

There is reason for encourage¬
ment as to continued dynamic
growth of the economy with due
allowance for interim periods of
correction.

Over coming months, invest¬
ment attention might well be cen¬

tered on choosing these industries:
Which will benefit from looser

price controls, such as food
processing, tobacco, grocery1
stores;
Which will benefit from

greater availability of materials,
such as automobiles, air condi¬
tioning, tin containers, finance
companies, and elevision;
Which will benefit from more

favorable Federal regulation,
such as possibly air lines, alumi¬
num, electric and gas public
utilities;
Which will benefit from elim¬

ination of excess profits taxes
without being hurt by offsetting
renegotiation, such as chemicals,
drugs, electrical equipment, pa¬
per. some tires, some groceries,
and air conditioning.
Which will benefit from

higher interest rates, such as
banks and insurance companies.

With Edgerton Wykoff
(Special to The Financial Chronicle)

LOS ANGELES, Calif.—Ken¬
neth D. Russell has become affi¬
liated with Edgerton, Wykoff &
Co., 618 South Spring Street. Mr.
Russell was formerly with Morgan
& Co. and J. A. Hogle & Co.

A. N. Malone Opens
ROCHESTER, N. Y.—Arthur N.

Malone has opened offices in the
Powers Building under the name

of Arthur N. Malone & Co. to en¬

gage in the securities business.
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Is Prosperity Permanent?
that these new devices have a positive side, some inflation is
social price tag attached to them, pumped into the economy to stim-
and that seemingly, the more we uiate overall demand, including
use them the higher the price demand for that part of produc-
becomes. tion that has been laggard. On

the negative side, since tne corn-
Devices In Retrospect pulsions are removed, there is a

In retrospect, it seems that these failure to reassign productive re-
several devices would have been sources to their most effective and
effective if we had had them dur- efficient uses. In both cases, the
ing the depression of the 1930s, social costs are large though not
Some of our confidence in them is precisely measurable.
no doubt based on this notion.
Could it be that we have unwit¬

tingly prepared for the economic

Changes in Monetary System
Modifications in our monetary

depressions of the past rather than system are said to constitute an-
of the future? Have we built at a oiner prosperity prop. When co^~
considerable social cost a "Maginot traction hit the nation in the late
Line" to hold back the business 1920s and 1930s, the money and
cycje? I do not think so. There banking system added fuel to the
is a social cost in what has been ±ire. Tne deposit liabilities of the
done, but I think we have got banks were then supported to a
something in return. We want to £ar greater extent than at present
be as sure as we can be that what by short-dated commercial and
we have is worth the social costs— securities loans — loans made
and we want to know enough mostly to a business community
about the consequences of using whose future profitability became
these devides to prevent these so- increasingly questionable. To try
cial costs from becoming any *° maintain solvency, banks nat-
greater than they need be. urally called for payment, with
There are some five categories disastrous effects upon the supply

of these devices—what might bo deposit money.
Today, the deposit money of the

nation is supported more by long-
called prosperity props.

The first is that a far larger part "a"T 15 "Tc H*. "J"s"
of personal income now is com- dated or term loans to business,
paratively independent of busi¬
ness activity, be it expanding or

contracting. There is now one

and by both long and short-dated
government debt. The deposits
of the banks, moreover, are in-

public worker who receives his ^^Corpora^ot"^^!'
Jprc r^ri far less probability of a deflation-

income check from

source for every nine workers pri- Iai .^uudu;u^ f
vately employed. At the turn of ary cbam, reaction of loan-calling
the century, there was only one SK
for every 26 privately employed.
At least $1 out of every $6 of

But again, there is a social cost.
The expanded debt—particularly

personal income last year came fede™' debt-which has been so
from one or another form of gov- largely monetized by the banking
ernment payments. It is a sur- system„> has lnvo'ved an e,xPa""
prising fact that welfare payments CerleveToTinterest rates^These
alone, even in these lush times, are t?wer Aevei oi interest rates, inese
larger than dividend paymen s. have combined to exert strongJ

inflationary pressures over the
Impact of Government Spending years. . /

Federal, state and municipal The nature of the national tax
governments are now taking and take is a fourth potential prop to
spending about a quarter of the prosperity. This year, about two-
national product; whereas 25 years
ago they took and spent less
than 10%.

This large segment of national

hirds of all the taxes collected by
government units of all descrip¬
tions, including social security
'axes, will take the form of di¬
rect taxes on incomes of individ-

income and spending activity pro- iaxT on £niYmeb V£ maivia-
vides a stabilizing influence. But aals a"d corporations. If contrac-
it represents a big price to those f10n should begin to appear, the
who regard small government as ^come tax base would itself de-
the only government that in the cllne; Po lt!cal commitments to
long run is compatible with the spend' mc'uding commitments for
maintenance of human freedom unemployment compensation, pre-
And it removes about one-quarter ?umably would continue at exist-
of our national effort from being mg or eve" hlgh,er 1fvels' The
tested daily in the free market S°vernment would thus spend
place for its efficiency and de- m?re m.°"ey than ,'t would re-
sirability ceive, with the result that a com-
Th« . i pensating influence would offset

tural nrn<?nrtc a * the contraction of private spend-
Tninimiim wIcto+I rlg y of ing. This is the so-called com-mimmum wage rates, are a sec- nensatine budeet As a matter of
ond category of frequently cited £he0 ft seems' to have a good
prosperity props. These, it is said, Hetl of valMitv As a matter of
by insuring the maintenance of nractice however we do rat know
income to large parts of the pop- Practice, nowever, we do not know
ulation, will keep consume? pur- WumeTand
chasing on a reasonably even keel, business mlnaeers mfeht be I
even though the seeds of contrac- Duslness manaSers might be. 1
tion might germinate in other
parts of the economy. But here
again we find the prosperity props
are not without a cost. Agricul-

am

inclined to feel, however, that the
effect would not be too bad.

The "Ace in the Hole"

When we say we know so much

inth*Y*r™r'ZZ"?Z%Z1'= *"T"C more ab°ut how to maintain pros-
butthteh a™ WOrker' Parity, we are thinking about allout they are costs to everyone of th' oPVPrai caf%ertr\^ nf
who goes to the grocery store, or prosperity mop? But we also

Rig^d^osts Gcamiof1 nl i ** 1 plaPt' have in mind that, of itself, a
the individual ^np^nfnL -wl * deliberate combination of easy
is the family, m the indiviS m°nefy p0l.icy fnd defic'1 finan®"
business, extremely vulnerable in lng' lf Pushed far enough, may be
a period of letdown. Families to- effective in most circumstances,
day, as well as businesses, have This fifth category of prosperity
high break-even points. props „ the „ace ln the hole„ ,0
Inflexible costs, and their usual he iiSe(i when needed Tt i<? the

companion, inflexible selling ® needed. It is the
prices, are certain after a time to ultlmate means of implementing
result in the failure of the nation's the political commitments we

Pf^uction to conform to have taken as a nation in the so-

«££ usually -If FU" ^Ployment Act of
follow—one positive and one neg- ^946.
ative— but neither is generally Yet the record of the last sev-
recognized for what it is. On the eral decades does not provide too

much confidence for such a com¬

fortable conclusion. Sometimes I
wonder whether all of our discus¬
sions about business cycles and
devices to maintain full employ¬
ment may not be far less reflected
in actual experience than we
think. Apart from war and the
accompanying expansion of gov¬
ernment activity, the so-called
prosperity props in recent years
do not seem to have been partic¬
ularly important or significant in
influencing business activity.

The 1930s Experience

We had an easy money policy
in the 1930s, and we had deficit
financing, but recovery did not
really taKe hold. It seemed a little
bit like trying to push on the end
of a string, borne said we had not
pushed hard enough. The deficit
wasn't big enough! But it was not
until the "Arsenal of Democracy"
concept of the . early 1940s pro¬
vided a war-like psychology for
the economy that large unemploy¬
ment began to disappear.
From 1940 to 1945 there was a

50% increase in the national prod¬
uct in real terms, but almost all
of this increase was absorbed by
the Government for war purposes.
Personal consumption of services
and non-durable goods rose sharp¬
ly, but private investment and
consumption of durable goods de¬
clined by a nearly compensating
amount. In other words, the net
expansion in that five-year period
was supplied by, and almost to¬
tally absorbed by, the Govern¬
ment military program.

Nor has the legislated commit¬
ment of the postwar period to
maintain full employment been
put to a severe test. Despite the
replenishment of war-created
shortages, there was no significant
expansion in the total national
product from 1945 to 1950. All
that happened was that there was
a very substantial postwar decline
in the Government sector of the
national product, and a compen¬

sating increase in the private sec¬
tor. Private investment and dur¬

able consumer purchases rose

sharply, and there was a still fur¬
ther expansion in the consumption
of non-durable goods and services.

A War Induced Boom

The boom of the first five years
of the decade of the '40s was a

war-induced boom. The main¬

tained high levels of the second
five years were supported by re¬

plenishment of plant and equip¬
ment and durable consumers'
goods that had failed to keep pace
—indeed had actually declined
during the war years. There was
evidence that the whole thing was

beginning to peter out as the dec¬
ade of the '40s came to a close,
when the Korean incident oc¬

curred and a new Government-

induced boom based on defense

mobilization was super-imposed
on the old one.

This can only mean, it seems to
me, that since the Great Depres¬
sion, the economy has been pri¬
marily influenced by war or war-
induced activities. The new de¬
vices for the maintenance of pros¬

perity have not yet been ade¬
quately tested, and any judgments
reached with respect to them at
this time must be tentative.

Yet, despite the lack of an ade¬
quate demonstration of the effec¬
tiveness of these devices, I am
inclined to believe that they should
be adequate to cushion the extent
of future business declines. A tax

structure that automatically pro¬

vides a compensating budget, more
stable money supply, fixed Gov¬
ernment payments, rigid mini¬
mum wages, and agricultural sup¬
port prices, should, I feel, help
cushion the influences that might
otherwise make for progressive
contraction. But they are hardly

likely to prevent contraction en¬

tirely and I do not believe that

they can be expected to prevent

some unemployment from occur¬

ring.

A Look at "Social Costs" *

While these are some of the
considerations relating to tne de¬
gree of effectiveness of our pros¬
perity props, a further look at
some of the social costs is required
before attempting an appraisal of
what we really have. We have
seen that these props involve in¬

creasing Government participa¬
tion in, and support of, the econ¬

omy—usually with inflationary
measures. In recent years, we
have more and more heard of in¬
flation as a way of life. They tend
to prevent flexibility and thus re¬

tard adjustments to the most ef¬
ficient and effective use of avail¬

able resources. They make more

difficult, and may prevent, a

pruning of the economic orchard
as a means of achieving a new
and vigorous growth. But the costs
of these devices are not limited
to domestic matters. These devices

are essentially nationalistic in
nature, and they result in policies
that are typically labeled "eco¬
nomic nationalism."

Among other things, they in¬
volve unilateral nationalistic ac¬

tions in the field of money policy
and price policy. They cannot fail
to be disturbing to international
economic growth and development
as differences occur in the in¬
ternal policies and adjustments
among nations. They carry in their
wake all of the paraphernalia of
trade barriers, exchange restric¬
tions, balance of payments prob¬
lems, and discriminations.

Neglect of Field of International
Growth

Economists in recent years may
have overly devoted themselves
to the nationalistic solution of

problems of employment and
cyclical business behavior, and too
little to the broader and poten¬
tially more fruitful problems of
growth and development— par¬

ticularly in the international field.
Mr. John H. Williams, in his
Presidential address to the Ameri¬
can Economic Association last De¬

cember, did a superb job of call¬
ing this to the attention of his
colleagues.

Lurking in the background of
this preoccupation with the prob¬
lems of cyclical analysis and full
employment are the holdover
ideas of the 1930s dealing with
economic maturity and stagnation.
Have we arrived at a position in
our thinking where we have so

completely lost confidence in the
employment opportunities of long-
run growth that we dare not per¬
mit the economy to adjust itself,
but rather encourage Govern¬
ment participation and inflation
for fear that its alternative is

stagnation?
This preoccupation with na¬

tionalistic structures and policies
for the maintenance of full em¬

ployment is not unique to us in
the United States. It has domi¬
nated thinking in England, and on
the European and South American
continents as well. Perhaps the
biggest price of all that the West¬
ern world is paying for these new¬
found props to prosperity is that
we may be forfeiting the oppor¬

tunity to reach permanent solu¬
tions to some of the stubborn

problems of economic readjust¬
ment in the postwar world.
There is some evidence that the

Western World is approaching a

period of basic decision in these
matters. On the one hand, new

and challenging long-term growth
opportunities are opening up. On
the other, evidences of an inter¬
vening contraction are beginning
to appear. Shall each of the free
nations continue to seek a restric¬

tive—perhaps garrison-like—pros¬
perity with emphasis on internal
full employment as the predom¬
inant goal at all times? Or shall
the Western World set as its

primary goal an inter-dependent
expansion of resources—with con¬

fidence that growth itself will

provide a tolerable security
against prolonged periods of un¬
employment?
The outlines of a new era of ex¬

pansion are beginning to emerge.
It is exciting to watch the restless
groping of Europe toward some
form of federation, and the
strength and efficiency tnai, goes
with a large unimpeded market. I
firmly believe the Old Wond can
have a new economic life 11 these
efforts are successful.
The United States, joining the

company of other industrial na¬
tions, has now reached a position
where it is consuming more raw

materials than it is producing. The
lesser developed countries of the
world have rich stores of ma¬

terials. The industrial nations of
the world have skills and capital
which will be shared on mutually
beneficial terms when the world
has put in storage some of its
nationalistic economic armor. I

agree with Mr. William S. Paley
of the President's Materials Policy
Commission when he j describes
"the possibility of a new era of
advancement for the world which
is dazzling in its promise."
Add to these opportunities the

gradual industrialization of the
lesser developed areas of the
world and the prospects are no

less challenging than those that
existed at the opening of the 19th
Century.

Storm Clouds of Contraction
Gathering

But it would be easy to forfeit
or indefinitely delay the realiza¬
tion of this optimistic future. The
storm clouds of contraction appear

to be gathering abroad as well as
here. The level of production in
Europe according to studies of the
United Nations reached its peak in
the last quarter of last year, and
has since either leveled off or

declined.
Here in this country there is a

growing chorus of opinion that we
may not continue to have an ex¬

panding defense mobilization pro¬

gram much longer to support us
in the style to which we have be¬
come accustomed. No doubt there
will continue to be a high level
of outlays for a long time to come,
but the expansion phase, so stim¬
ulating to the economy, may be
over by the middle of next year.
There are a number of addi¬

tional factors that may test our

new-found props to prosperity.
We now have in this country a

manufacturing capacity that is
twice as great as it was at in
1939, only a dozen years ago. It is
surprising to see how quickly the
nation has been able to provide
the defense mobilization needs
without significant impairment of
consumer supplies. Even some of
the materials shortages that have
as recently as six months ago
looked like they would be with
us for a long time, now appear to
be vanishing. There is talk in the
steel trade that surpluses may re¬

appear by next March despite the
five-week strike of last summer.

Most kinds of debts have .in¬
creased in recent years—business
debts, agricultural debts, consumer
debts. Costs are high and annual
rates of profits after taxes have
tended to sag since reaching a

peak in the fourth quarter of 1950.
The housing market and the motor
car market, which played such
important roles in the immediate
postwar prosperity, are beginning
to reach the position where new

demands will be geared more to
replacement and to new family
formation. Even family formation
itself is expected to decline from
a postwar average of over a mil¬
lion families a year to something
around 750,000 for the next several
years.

When we add to this catalog of
potentially depressing influences
the further thought that plant and
equipment expenditures may be
approaching the end of their de¬
fense-inspired stimulation; and
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that expenditures for the defense
mobilization itself are expected to
reach a plateau by the middle of
next year—when we put all this
together, we have an impressive
list indeed of question marks to
put beside the permanence of
prosperity. Despite a need for ex¬
panded municipal facilities such
as schools and highways—and the
seemingly favorable prospects for
consumer spending, I am inclined
to feel the forces of contraction
will carry the heaviest weight
during the next year or so. •-

If this anticipated contraction
begins to make itself felt,.- our
newly developed prosperity props
will get their first real test. At
that time it will be well to keep
in mind the important distinction
between maintaining full employ¬
ment on the one hand, and pre¬

venting a self-generating con¬
traction on the other. Whether
these new devices are thought to
be successful may depend on
which of these yardsticks we
select for testing them.

Don't Expect Too Much

It is better that we do not ex¬

pect too much, for if we do, we
may be disappointed. We and the
other nations of the free world
would then no doubt run to our

respective nationalistic cupboards
for still further prosperity props
-—which means still easier money

policy, price supports and sub¬
sidy and deficit financing. That,
it seems to me, would be unfor¬
tunate for three principal reasons.
The first reason is that war-

induced prosperity has obscured
the effectiveness of these devices,
and we simply do not know how
far they must be extended to
maintain full employment at all
times. It may be that strong doses
can achieve full employment
without the help of war-induced
activity, but the costs in terms
of ultimate inflation, rigidities in
the use of resources, and govern¬

mental
, encroachment, could not

fail to increase with the size of

the dose.

The second reason is that our

fears may bp too much conditioned
by the length and depth of the
Great Depression of the 1930s.
Prosperity is not a new thing for
this nation. We have known a

great deal of it over the past cen¬
tury—and without the assistance
of prosperity props, or of war, or
war-like condit^jons. About 60%
of the time during the past 100
years, according to data prepared
by the National Bureau of Eco¬
nomic Research, has been char¬
acterized by expansion — about
40% by contraction. The economy
of the nation was growing. I be¬
lieve that if we do not overly in¬
dulge in nationalistic policies that
tend to dampen growth and ex¬

pansion, we can have the same
kind of growth reproduced on a

larger scale throughout the West¬
ern World in the century ahead.
But that will require restraint in
the use of nationalistic economic

policies, both by this country and
by others, even though they may
'be presented to the public with
such appealing titles as full em¬

ployment policies.
The third reason for restraint is

that the free world cannot ex¬

pect to be politically and mili¬
tarily cohesive and strong, and at
the same time economically di¬
vided. Economic nationalism has

been described as the arch enemy
of free world unity. Yet we have
not seemed to; realize the heavy
burden these 'nationalistic full

employment policies have placed
on the economic relations of the

free nations. The United States is

today the most influential factor
in Jhe world economy. Our re-

; sponsibilitv cannot be discharged
isimply by largesse. We must lead
.in the search for more enduring
solutions.

For these several reasons, it
seems to me that the social gains
from these new structural devices

in our economy are likely to out¬
weigh the social costs only when
they- are used in moderation—
that is, when they are thought of
only as means of preventing busi¬
ness contraction from becoming
cumulative in nature. But if an

attempt is made to use them to

prevent any contraction or unem¬
ployment at all, they can probably
be made effective only in strong
doses—and the social costs, both
to domestic economic and political
life, and to lost international op¬

portunities, are prospectively far
greater than the gains.

Continued from page 16

Next Four Years in Government
the forces of reaction, have not
given up. They are getting ready
to start tossing monkey-wrenches
into the machinery. They have
been repudiated by the people,
but if they can produce a first
class depression, or if war should
come, they figure the people
would come running to them
again. The thing to do is put
down this evil myth that govern¬
ment paternalism is a new and
liberal idea once and for all; and
the time to do it is when the
forces of freedom have the upper
hand.

But we can't do it by turning
our backs on the problems. Free¬
dom involves not only vigilance,
but hard work. Who was it that

spoke of "the burdens of free¬
dom"?

The Federal Government Too Big

The Federal Government is too

big. It wields too much power
over the lives of the individual.
We agree on that. But what do
we propose to do about it?
Eisenhower has been elected;

but up in my part of Texas lives
a farmer named O. B. Harvey. He
faces a Federal court suit for the
collection of $241.38. Why? Be¬
cause a PMA committeeman in

his county filed a complaint in
1950 charging Mr. Harvey with
producing nine acres of cotton
without having been granted a
cotton allotment. Mr. Harvey says
he did have an allotment; and
further^ that the nine acres of
cotton was planted, hoed and pre¬

sumably picked by a Negro ten¬
ant on his farm. But that's not

the point. On the form, issued
by the Department of Agriculture,
on which the complaint was made,
Mr. Harvey's farm is referred to by
a serial number—D-199, Wheeler
County. It also contains the fol¬
lowing printed provision:
"Section 3—Until the penalty

on the farm marketing excess is
paid, and a marketing card is
issued for the farm"—serial Num¬
ber D-199, remember—"all cotton
produced on this farm and mar¬

keted shall be subject to the pen¬
alty at the rate shown above, and
the buyer will be required to
collect such penalty or deduct it
from the purchase price."
That means that the govern¬

ment is forcing the gin man or
the buyer of cotton from a farmer
without a blue card to become an

involuntary collecter of fines,
without pay! Does that sound like
America?

The notice goes on: "Further"—
and the rest of this sentence is

given in italics, for emphasis—"a
lien on the entire crop of cotton
produced on the farm shall be in
effect in favor of the United States
until the penalty on the farm mar¬

keting excess is paid."
You will notice that reference

is made to a marketing card. Few
Americans realize that, in years
of surplus, when the Secretary of
Agriculture so decrees, referenda
are held among cotton farmers—
and among growers of certain
other crops, too—in which they
must choose between accepting
acreage allotments and marketing
quotas and having their support
prices drastically cut. If they vote
for the allotment and Quota, then
these farmers—these free Amer¬
icans, descendants of the individ¬
ual who left his plow, grabbed his
pun and ran to join the fight at
the bridge, because he wanted to
be free—these Americans must be
issued a blue card by the govern¬

ment in order to sell their crop
on the open market! That's how
far we Americans have gone down
the road to socialistic centralism!
If that had continued, how long
would it have been before you
bankers would have to stand in
line for a green card in order to
carry on the business of banking?
The law under which Mr. Har¬

vey of Wheeler, Texas, is about to
be sued is still on the books. The
election of Dwight Eisenhower
hasn't changed it. Nobody can

change it but you, the American
people, through your elected rep¬
resentatives.

Centralization Can Be Stopped

The extent to which the .cen¬

tralization of government has
been carried is appalling. It has
crept up on us, ana even those or

us who fancied we were fighting
a winning battle against it cannot
conceive how thoroughly this doc¬
trine has woven itself into our

government and our lives. You
and I will never live to see it
rooted out. All we can do is stop
its advance.

It has been going on a long
time. Back in the early nineties,
one of the great Democratic gov¬
ernors of Texas, James Stephen
Hogg, saw it coming, and outlined
some of its evils with uncanny

foresight.
Most of you have read, or heard

of, Jim Hogg's veto message on
the sugar bounty bill. But I should
like to read a few lines' of it here.
The Congress in Washington,

prodded by the sugar producers
of the United States, passed a bill
providing subsidies to sugar grow¬

ers, under certain conditions, to
protect them from foreign compe¬
tition. The Texas penitentiary
system at that time grew sugar
cane in great quantities on its
penal farms, and the Legislature
adopted a resolution requiring the
state to apply for the sugar sub¬
sidies.

Jim Hogg vetoed the resolution
with gusto. He pointed out that
Federal taxation was becoming
unbearable; and that to support
this new bounty, all farmers were
^ he taxed. Wrote Governor

Hogg:
"The people are tired of this

condition, and they ought to be.
Departure by the government
from its legitimate functions is
the cause. Favoritism of the few
at the expense of the many is the
method. These bounty laws are

governmental crimes, the culmi¬
nation of paternalistic .iniquity.
Those who receive their benefits
are blinded to the evils lurking
in them. Strong resistance will
be made to the abrogation of the
sugar bounty, but Texas cannot,
by my act or acquiscence, become
committed to the movement. The

wrong should be wiped out and
our state should take part in the
work. She cannot with, clean
hands do so if she accepts the
money. Driftwood on a great
stream at first seems harmless.
Let it alone, and in time the
river's current becomes changed
by it, submerging the country all
'round. So with this bounty law.
Permit it to stand, and the gov¬
ernment will follow the course,

already changed from a republic
to a centralism, sweening in its
way the liberties of the peonle.
Shall Texas be accessory to this
crime? No. not with my consent.
J

"On another point I oppose the
state's acceptance of the bounty.
In the management of her affairs

she is sovereign, supreme, subject
only to the control of the people
within her dominion. To accept
this bounty for sugar, she wouia
surrender the supervision and in¬
spection of one of her most im¬
portant industries to the Federa.
Government. For spoils she would
open the way for the invasion and
the final destruction of her in¬

dependent autonomy. For a mess
of pottage, seasoned with the sac¬
rifice of principle, boiled in sin,
she would surrender her birth¬

right. To procure this money, she
must file with the Federal Com¬
missioner of Internal Revenue a

notice of the place of production.
To him she must give a descrip¬
tion of the machinery and metn-
ods employed by her in the work.
To him she must give an estimate
of the amount of sugar she pro¬
poses to produce. To him she
must make application for a li¬
cense to follow the pursuit. To
him she must look for rules and

regulations of the business. T
him she must give bond and sure¬

ties that she will obey the law.
To him she must yield inspection
and supervision of her farming
operations. To him she must be¬
come bound by bond that she will
not only obey the law, but that she
will 'Faithfully observe all rules
and regulations that shall be pre¬
scribed by him for the manufac¬
ture of sugar.' For infraction of
the Jaw her agents and officers
would be subject to prosecution,
fine and imprisonment through
the Federal courts.

"We all know what this means.

Spies, informers and irresponsible
deputy marshals would swagger
and lurk around the farm worse

than the locusts of Egypt. Nothing
would please them better than to

'rope' the State of Texas into the
'National Court,' where they could
magnify the power of the Federal
Judge at the expense of her in¬
dependence and integrity. Other
potent reasons should move the
state to refuse this bounty. She is
no pauper or mendicant. She is
a sovereign state, in the full con¬
trol of her institutions, capable
of repelling with indignation
every subtle effort made to de¬
stroy her autonomy. When she
needs money she will resort to
constitutional means and call on

Texans to pay it. She would not
appeal to Massachusetts, Georgia
or other states to help her; nor
will she accept money paid for
public purposes by her sisters to
the Federal Government, simply
because the Congress is willing,
in the exercise of arbitrary power,
in defiance of the Constitution, to
let her have it."

That was in 1893—and it was

written by a Democrat—a great
Democrat in the Jeffersonian
tradition.

'

i

Have Four Years of Grace

We have four years of grace in
which to stem the advance of this

thing we call centralism, or so¬

cialism, or statism. Whatever it
is called, it is opposed to the idea
of individualism—the idea of the
freedom of the individual td work
out his own salvation, economic,
social, political and spiritual. Gen¬
eral Eisenhower can't do it alone.
Neither can the Republican Party.
It is the job of the American
people.
How shall we go about it?

First, by remaining everlast¬
ingly alert to what goes on in
Washington, and in our state capi¬
tals, and in our courthouses and
city halls.
And second, I propose a great

crusade that will carry us back
to the Constitution; back to the
dream of the American Revolu¬
tion. Let us preach it in our

homes, in our schools, in our
service clubs, in our businesses.
Let us talk more about our free¬
dom and less about our material

blessings. Last week, Clarence
Manion, the celebrated former
d^an of the Notre Dame School of
Law who spoke so eloquently in
behalf of General Eisenhower

during the campaign, made an ad¬
dress in your neighboring city
of Fort Worth. He pointed out
that one could look outside the
hotel and see many of our mate¬
rial blessings flaunted before the
world—billboards advertising our
marvelous electrical appliances,
our automobiles, our processed
foods, and thousands of other
things that have given us a fan¬
tastically high standard of living.
But nowhere would you see men¬
tion of the one thing that has
blessed Americans above every¬
thing else—freedom.
Let us carry this crusade par¬

ticularly into our schools and col¬
leges. Let us root out the subtle
and subversive propaganda too
often found in the textbooks and
the lectures of left-minded pro¬
fessors.
You trust bankers should ap¬

preciate something that was
shown me the other day. It is a

copy of a college text book which,
was, a dozen years or so ago,
adopted by the armed forces for
the use of personnel of the Army,
Navy, Marine Corps and Coast
Guard. It is titled "Economics:
Principles and Problems." The
authors are Paul F. Gemmill and
Ralph H. Blodgett. It was pub¬
lished for the armed forces by
Harper & Brothers. On page 521
of volume I appears the following
under the heading, "The Cures for
Economic Inequality," and the
sub-heading, "The Abolition of
Inheritance":
"Our goal, then, is equality of

opportunity as we have just de¬
scribed. The first move in this

direction, we believe, should be
the adoption of a thorough-going
Federal estate tax which will pre¬
vent the piling up of wealth for
the use of individuals, and will
insure its expenditure in the in¬
terests of all. If this tax is to do
its full share in reducing inequal¬
ities, it must take a very large
proportion of a man's estate upon
his death, leaving for the heirs
(apart from a modest provision
for direct dependents) little more
than mere keepsakes, which are
valued chiefly for sentimental
reasons.

"This arrangement would take
from the children of the wealthy
the advantage they now enjoy
through the inheritance of prop¬
erty which places them economi¬
cally far in advance of those who
have not chosen their parents so

shrewdly."
This text, we have been told,

has been withdrawn from use by
the armed services following pro¬
test from a few alert Congress¬
men. But it may still be in use
in some colleges.
Do you doubt that a crusade

to get our young people back on
the track as laid out by the archi¬
tects of the Revolution and the
Constitution is needed?

!, Yhis is the crusade which you,
as American businessmen, can
conduct for the next four years.

This is not the time to rest on
the laurels of a successful political
campaign. The battle is ours,
but the war is yet to be won.

Joins Fusz-Schmelzle
CSpecial to The Financial Chronicle)

ST. LOUIS, Mo.—John A. Ladd
has become associated with Fusz-

Schmelzle & Co., Boatmen's Bank
Building, members of the Midwest
Stock Exchange. -

With Saunders, Stiver
(Special to The Financial Chronicle)

CLEVELAND, Ohio—Harry T„
Ewig, Jr. is now with Saunders,
Stiver & Co., Terminal Tower,
members of the Midwest Stock

Exchange. . .. ...

With Cantor;^ Fitzgerald
(Special to The Financial Chronicle) '

BEVERLY HILLS, Calif.—Ce¬
celia R. Lieb has been added to
the staff of Cantor, Fitzgerald &
Co., Inc., 224 North Canon Drive.
Miss Lieb was previously with
Edgerton, Wykoff & Co.
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A New York Mortgage Exchange Announced
Executives of Lav/yers Mortgage anc| Title Company say it
will be open market place for first and second mortgages cov¬

ering Metropolitan area and will be operated by the Mortgage
Division of their company.

Announcement of the establish¬
ment of the New York Mortgage
Exchange was made jointly on
Nov. 19 by Hon. Thomas G. Grace,
Chairman and Harry Fromkes,
President of Lawyers Mortgage
and Title Company.
The New York Mortgage Ex¬

change will be an open market
place for both first and second
mortgages covering New York
City and the metropolitan area,
and will be operated by the Mort¬
gage Division of Lawyers Mort¬
gage and Title Company. Mr.
Grace stated that Lawyers Mort¬
gage and Title Company has the
know how necessary to success¬

fully conduct the New York Mort¬
gage Exchange, as it is the direct
successor to the old Lawyers

Mortgage Company originally es¬
tablished in 1893. Although at first
confined to so-called conventional
mortgages, Mr. Grace predicted
that the Exchange would soon

enlarge its activities to include
F.H.A. and V.A. mortgages in both
local arid national areas.

The New York Mortgage Ex¬
change will devote itself exclu¬
sively to finding buyers and
sellers of the mortgages listed
with it, and will provide liquidity
for first and second mortgages in
somewhat the same manner as

now enjoyed by stocks and bonds.
Transaction on the New York
Mortgage Exchange could be con¬

summated in a matter of ,days,

while formerly this would take
many weeks.

Mortgages will be classified by
the New York Mortgage Exchange
into five classes, namely AA, A,
B, C and D, which will be quoted
as follows: AA ranging from 100
and over; A ranging from 90 to
100; B ranging from 80 to 90; C
ranging from 70 to 80; and D
ranging from 60 to 70. Each class
of mortgages will be available in
various amounts, interest rates and
terms.

Commissions of 1% will be paid
only by the buyer. On newly listed
mortgages, the seller will pay a

listing fee which runs from a
minimum of $25 on small mort¬
gages to a maximum of $100 on

mortgages of over $100,000. The
seller will give the New York
Mortgage Exchange at 30-day ex¬
clusive listing and the mortgage
will then be listed in proper class¬
ification after approval by the
seller of such classification. The
seller will pay the cost of a policy
of title insurance running to the
purchaser. There are no other
charges involved.

Seligman, Lubetkin to
Admit M. E. Kennedy

Seligman, Lubetkin & Co., 30
Pine Street, New York City, mem¬
bers of the New York Stock Ex¬

change, on December 1st will ad¬
mit Margaret E. Kennedy to
partnership in the firm. Miss Ken¬
nedy has been conducting her own
investment business under the
firm name of Margaret Kennedy
Company.

Continued jrom page 15

The Seaich ioi Oil
—A Risky Business

because no machinery has been
set up by Congress or the Execu¬
tive Branch of the Government to

carry on operations.
Incidentally, prior to the Su¬

preme Court decision the activity
was great and the successes were
remarkable. Out of 46 structures

drilled, 28 were shown to be capa¬
ble of producing gas or oil, or
both. It is very expensive to carry
on this work. Costs in excess of
a million dollars a well are not
unusual.

Some may wonder what differ¬
ence it makes who is landlord of
the tidelands as long as operators
can go about the business of drill¬
ing wells. From the producers'
point of view the difference can
be quite material.
In view of the Federal Govern¬

ment's eagerness to control free
enterprise and to set up in com¬

petition with business no one
knows what kind of leases it will
issue. We may find ourselves in
the position of the man who was
about to rent an apartment and
was offered a lease to sign. He
read it through and found that it
contained more restrictions than
the United Nations' charter.
"Look," he said to the landlord, "I
have difficulty keeping the Lord's
Ten. Commandments to qualify for
a lovely place in Heaven. I'll be
darned if ITI try to keep your 50
commandments just for a three-
room apartment."
In the second place, the States

have appropriated all revenue

from such lands to certain State
funds. The loss of this revenue

will make other properties bear
greater taxes.

Third, the States have, compe¬
tent and efficient conservation
bodies with years and years of
experience. They are cognizant of
the industry's problems and are

accustomed to working with oil
operators. The administrative
abilities of these bodies are far

superior to the bungling we gen¬
erally associate with the Govern¬
ment's bureaucrats.

Fourth, if the Government has
power to take natural resources
in the name of national defense,
when and where will this super-

Federal power end? Submerged
lands could well mean lands un¬

der bays, rivers, and lakes, as
well as under gulfs and oceans.
And if the Government can claim

oil, why not other natural re¬
sources as well?

Industry Fosters Conservation
A third subject about which the

public has been interested is that
of conservation. Intelligent and
patriotic oil men long ago realized
that they were in effect thfe trus¬
tees of a natural resource so im¬

portant that this country's tech¬
nological development could be
thought of as virtually-dependent
upon it. They understood that
their legal right to this resource

conferred upon them the moral
obligation neither to waste nor

to squander it. So they fought to
establish laws in the various pro¬

ducing States that would require
the conservation of oil and gas.
They were encouraged in this by
the Federal Government and by
the State Governments involved,
but, by and large, oil conserva¬
tion has come about through the
enlightened action of men within
the oil industry.
The purpose of conservation, as

stated in the compact of the Inter¬
state Oil Compact Commission, is
simply to "conserve oil and gas by
the prevention of physical waste
thereof, from any eailse." The
chief device used in carrying out
this purpose is the establishment

of quotas for the withdrawal of
oil from each individual well.
These quotas are computed by
technical means which determine
the most efficient rate of produc¬
tion for each well—that is, the
rate at which the greatest ulti¬
mate recovery of oil and gas may
be expected.

, It is occasionally charged that
the practice of setting production
quotas for wells is a price fixing
device. Now, it is obviously true
that if there were no such restric¬
tions and if producers exploited
their wells as rapidly as possible,
the immediate result would be a

flood of crude oil to the refineries.
The price of crude would un¬

doubtedly drop— at least for a
time until the damage done to the
wells brought about a shortage at
a later time. In that sense, there¬
fore, conservation does help to
stabilize the price of crude oil.

Not Price Fixing
But that is not the same thing

as saying the quotas are manipu¬
lated for the purpose of fixing
prices. I do not have knowledge
—and I certainly do not believe
—that the various regulatory
bodies which make up the Inter¬
state Oil Compact Commission fix
particular quotas with the idea of
establishing or maintaining par¬
ticular prices. They do adjust
quotas according to their best per¬
ception of anticipated demand as

indicated by such factors as the
expressed needs of bona fide pur¬

chasers, the estimates compiled by
the Federal Bureau of Mines, and
other such data. In other words,
they try to see that we have all
the crude oil available that we

need, as far as it is possible for
our domestic production to supply
it, but they hold a check on

physical waste, whether that waste
occurs above ground or under
ground.
For such assurance as it may

constitute, I might observe that
the industry's conservation prac¬
tices have had even the approval
and cooperation of the New Deal
and the Fair Deal Administrations
of the past 20 years. If any un¬

worthy purposes, such as price
fixing, lay behind our practices,
those Administrations would have
lost no time in jumping on our
necks.

Perhaps the greatest stride to¬
ward better conservation that we
have taken in recent years is the
improved and increased utiliza¬
tion we have been making of nat¬
ural gas. This is a matter which is
of particular interest and concern

to those of you who happen to be
fuel oil jobbers, and it is also a

matter about which some false
ideas have taken root.

Expansion of Natural Gas

For many years, because of very
limited avenues to markets and

the very low price paid for gas,
the producer considered gas as a
waste product and made little or

no effort to conserve it. In those

days a gas well had no more value
than a dry hole, unless it hap¬
pened to be located near pipe line
facilities and a market.

Today, in spite of the fact that'
prices are far from satisfactory,
gas production has a new look in
the eyes of the producer. This
change has been brought about by
the expansion of markets through
the operation of numerous trans¬
continental pipe lines, the con¬
struction of natural gasoline
plants, technical advances in the
extraction of natural gas liquids,
and the growing distribution of
gas and its products in the house¬

hold, industrial and petrochemical
fields. •?' - .

. v "

There should be no fear at the
moment that gas# will run the
furnace oil business afoul. There
is plenty of room in this period
of expanding industrial and do¬
mestic construction for both gas

and oil. Gas has made strides in

the heat energy field, but statis¬
tics show that the rise of gas to

capture the markets has been only
limited.
I have some comparative data

on the increased consumption of
natural gas and fuel oil in the
United States in those markets

where these fuels were competi¬
tive for the years 1945 through
1951. This was the period of the
greatest expansion in natural gas

history—a period which saw

striking increases in the use of
gas for domestic purposes, power

plants, manufacturing industries,
and so on. And yet, comparing
the growth in the use of natural

gas with the growth of the heat

energy field as a whole, statistics
show that natural gas actually lost

position by 4J/2% in the 1945-1951
period. Fuel oil, on the other

hand, gained position by 8% dur¬

ing the same years. So you see,

natural gas still hasn't grown legs

long enough to match the strides

being made by liquid petroleum

products.

Actually, a great deal of the
natural gas being produced today
never leaves the production areas.

This is true in large part because
certain industries such as petro¬

chemicals and aluminum have

chosen to locate new plants in

those areas. It might interest you
to know that 55% of the gas pro¬

duced in Texas is marketed there.

Threat of Government Control

We all have our problems, but
the central issue of our time is

the threat of Government control,
and it will take the united force
of the entire oil industry to meet
this. We may take pride in the
fact that our industry has been
outstandingly successful in ward¬
ing off the tentacles of Federal
strangulation. We are an inspira¬
tion to millions of Americans who
resent the extension of Federal

power into private and business
life. Even as we continue to com¬

pete vigorously among ourselves,
we—marketers, refiners, produc¬
ers, transporters, and everyone

else connected with petroleum—

must stand together and present a
united front to those who would

divide and conquer us. In this

way we shall preserve the free¬
dom of our industry;, we . shall

continue to bring the public bet¬
ter values in products and serv¬

ices; and we shall earn the grati¬
tude of later generations, who,
like ourselves, must have the op¬

portunity to know and treasure
freedom.

Exchange Firms Ass'n Elects Officers
Roscoe C. Ingalls, senior partner of Ingalls & Snyder, New

York City, was elected President of the Association of Stock
Exchange Firms for the 1952-53 fiscal year by the Board of
Governors at its Annual Meeting in New York City. He succeeds

Horace W. Frost Russell E. Gardner Jr.Roscoe C. Ingalls

Walter Maynard, Shearson, Hammill & Co., New York, who has
served as President of the Association since November 1951. Mr.

Ingalls became a member of the Board in November 1949. He has
been in the securities business since 1912 and formed his present
firm in 1924.

Horace W. Frost, Tucker, Anthony & Co., Boston, and Russell
E. Gardner, Jr., Reinholdt & Gardner, St. Louis, were elected
Vice-Presidents and Robert A. Magowan, Merrill Lynch. Pierce,
Fenner & Beane, New York, Treasurer.

New Governors elected for a term of three years to the Board
of 35, at the Annual Meeting of members of the Association held
earlier, are:

Charles Edgar Ames, Kean, Taylor & Co., New York; Charles
P. Cooley, Jr., Cooley & Company, Hartford; James J. Lee, W. E.
Hutton & Co., New York; and Harry C. Piper, Jr., Piper, Jaffray
& Hopwood, Minneapolis. . ; .

Re-elected for three-year terms were: John E. Blunt, 3rd,

Blunt, Ellis & Simmons, Chicago; Douglas G. Bonner, Bonner &
Gregory, New York; Horace W. Frost, Tucker, Anthony & Co.,
Boston; Willis D. Gradison, W. D. Gradison & Co., Cincinnati;
Robert A. Magowan, Merrill Lyneh, Pierce, Fenner & Beane, New
York; Edward P. Prescott, Prescott & Co., Cleveland; and William
F. Van Deventer, Laidlaw & Co., New York.

Elected as the*^Nominating Committee for 1953 were: George
E. Barnes, Wayne Hummer & Co., Chicago; Albert H. Gordon,
Kidder, Peabody & Co., New York; William B. Haffner, Wilcox
& Co., New York; Ranald H. Macdonald, Dominick & Dominick,
New York; and Edgar Scott, Montgomery, Scott & Co., Phila¬
delphia. ; , . • „

Following the organizational meeting of the Board, Mr.
Maynard and the retiring Governors were guests at a dinner in
their honor, attended by many past Presidents and Governors of
the Association. Tjhe retiring Governors are:

Harold L. Baehe (elected 1946), Bache & Co., New York; Hal
-H. Dewar (elected 1949), Dewar, Robertson & Pancoast, Sa.n An¬
tonio; Wilbur G. Hoye' (elected 1946), Chas. W. Scranton & Co.,
New Haven; and Jpseph Ml Scribner (elected 1945, President 1950-
51), Singer, Deane & Scribner, Pittsburgh.
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Indications of Current

Business Activity

The following statistical tabulations cover production and other figures for the

latest week or month available. Dates shown in first column are either for the

week or month ended on that date, or, in cases of quotations, are as of that date:

AMERICAN IRON AND STEEL INSTITUTE:
Indicated steel operations (percent of capacity) Novell
Equivalent to—

Steel ingots and castings (net tons) Noyr23
AMERICAN PETROLEUM INSTITUTE: . ^
Crude oil and condensate output—daily average (bbls. of'
42 gallons each) .--INov. 8

Crude runs to stills—daily average (bbls.)____ ^ Nov. s
Gasoline output (bbls.) ~___1 11Nov. 8
Kerosene output (bbls.) : ____Nov. 8
Distillate fuel oil output (bbls.) 1 _i\ov. 3
Residual fuel oil output (bbls.) u..Nov. 8
Stocks at refineries, bulk terminals, in transit, in pipe lines—
Finished and unfinished gasoline (bbls.) at __lll_Nov. 8
Kerosene (bbls.) at____ Nov. 8
Distillate fuel oil (bbls.) at Nov. 8
Residual fuel oil (bbls.) at Nov. 8

ASSOCIATION OF AMERICAN RAILROADS:
Revenue freight loaded (number of cars) ___lll_Nov. 8
Revenue freight received from connections (no. of c&rs)__Nov. s

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING
NEWS-RECORD:

Total U: S. construction Izi Nov. 13
Private construction Nov. 13

■ > Public construction
T —"—Nov. 13

State and toiahlcipalr- «.rgfcgs./ „0v. lj
; Federal __^rNov. 13

COAI^QUTPUT (U. S. BUREAU" OF MINES):
Bituminous coal and lignite* (tons) __ _ Nov.. 8
Pennsylvania anthracite "(tons) ___ _ <iov. 8

, .Beehive coke (tons) ^ Nov. 8

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE

SYSTEM—11)41-41) AVERAGE == 100 ,rT:____Nov. 8
EDISON ELECTRIC INSTITUTE:

Electric output (in 000 kwh.) 1 Nov. 15.

FAILURES (COMMERCIAL AND INDUSTRIAL) — DUN &

BRADSTREET, INC : ____Nov. 13

IRON AGE COMPOSITE PRICES: ^

Finished steel (per lb.) Nov. 11
Pig iron (per gross ton) Nov. 11
Scrap steel (per gross ton) 1 Nov. 11

METAL PRICES (E. & M. J. QUOTATIONS):
Electrolytic copper—
Domestic refinery at Nov. 12
Export refinery at Nov. 12

Straits tin (New York) at Nov. 12
Lead (New York) at J__i^__Nov. 12
Lead (St. Louis) at __ .Nov. 12
Zinc (East St. Louis) at Nov. 12

MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bonds 1 Nov. 18

Average corporate __ Nov. 18.
Aaa Nov. 18
Aa Nov. 18
A Nov. 18
Baa _ Nov. 18
Railroad Group low. 18
Public Utilities Group <Tov. 18
Industrials Group Nov. 18

MOODY'S BOND YIELD DAILY AVERAGES:
U. S. Government Bonds Nov. 18

Average corporate _ ___^*_Nov. 18

A _____ ___^_Nov. 18
Baa :i -—Nov. is
Railroad Group _Nov. 18
Public Utilities Group Nov. 18
Industrials Group v. 18

MOODY'S COMMODITY INDEX Nov. 18

NATIONAL PAPERBOARD ASSOCIATION:

r- Order* received (tons) Nov.
Production (tons) —Nov.
Percentage of activity . aC__ Nov.
.Unfilled orders (tons) at end of period Nov.

OIL, PAINT AND DRUG REPORTER PRICE INDEX—.
194;) AVERAGE =100 1 Nov.

STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD-
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK

EXCHANGE—SECURITIES EXCHANGE COMMISSION:
Odd-lot sales by dealers (customers' purchases)—
Number of orders Nov.
Number of shares___ ,___ Nov.
Dollar value Nov.

Odd-lot purchases by dealers (customers' sales)—
Number of orders—Customers' total sales Nov.
Customers' short sales . ._r____i Nov.
Customers' other sales _E Nov.

Number of shares—Total sales _JL Nov.
Customers' short sales ][ Nov.
Customers' other sales Nov.

Dollar value —.1 ^ov.
Round-lot sales by dealers—
Number of shares—Total sales Nov.
Short sales Nov.

Other sales ; Nov.

Round-lot purchases by dealers—
Number of shares Nov.

TOTAL ROUND-LOT STOCK SALES ON THE NEW YORK
EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS
FOR ACCOUNT OF MEMBERS (SHARES): V

Total Round-lot sales— , ,

Short sales V; Oct.
Other sales Oct.

Total sales Oct.
ROUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM¬

BERS, EXCEPT ODD-LOT DEALERS AND SPECIALISTS
Transactions of specialists in stocks in which registered—
Total purchases ,__j Oct.
Short sales ______; Oct
Other sales Oct.

Total sales Oct.
Other transactions initiated on the floor— ,—

Total purchases Oct.
Short sales

A Pet.
Other sales >ct.

Total sales 1 )ct.
Other transactions initiated off the floor— /L
Total purchases Oct.
Short sales Vr Oct.
Other sales- ^;I_ _Oct.

Total sales --JfZ. 3c t.
Total round-lot transactions for account of members^!—
Total purchases ifit-Oct.
Short sales ; ___£v-_Oct.
Other sales Oct.

Total sales— _ii^__Oct.
WHOLESALE PRICES, NEW SERIES — U. S. DEPT. OF

LABOR—(1947-49= 100):

Commodity Group— V-;1
All commodities —iL Nov.
Farm products- . , Nov.
Processed foods Nov.

Meats l Nov.
All commodities other than farm and foods * Nov.

Latest

Week

106.1

2,203,000

6,612,300
116.860,000
23,465,000
2,713,000
10,376,000
8,478,000

121,374,000
33,383,000
120,146,000
53,602;000?

829,198
717,168

Previous

Week

0106.6

*2,215,000

6,549,050
6.892,000

23,637,000
2,587,000
9,907,000
8,525,000 •

-V— . - • t J

120,563^000
-33,760,000 ,

' *
120,267,000 "

*"^53:292,000

862,012
663,772

$411,529,000
249,420,000
162,109,000
90,479,000
71,630,000

„ 9,900,000
929,000
34,900

:~117"

v.-7,883,878

148

4.376c
$55.26
$42.00

24:200c'
34.625c
121.250c-.

14.500c -

14.300c
-

12.500c

- 96.96

-.-.109.24

113.31-
**"

111.81

108.88

103.54

106.39,
109.60
112.19

• - rjtl
2.71

3.21

2.99

3-07:
3.23

' 3.53

3.37'
3.19

3.05"
407.4'

372,747

243,283'i
97

581,039

.109.50

Zi-

$195,442,000
- 120,681,000

74,761,000
57,272,000
17,489,000

>9,220,000
849.000
*65,300

115

7,806,795

143

4.376c

$55.26

$42.00

24.200c
34.675c
121.125c

14.000c

13.800c
12.500c

97.26

109.24
113.31

112.00

108.70

103.47

106.39
109.42

112.19

2.69

3.21

2.99

3.06

3.24

3.54

3.37

3.20

3.05

407.1

226,485
244,854

97

452,959

"109.86

1 - -26,528
1 - 746,001
1 $32,901,935

20,261
89

.20,172
584,913

3,370
581,543

$23,670,713

164,790
1-s - ~

1 J16_4,790

1 '-329,920

25 199.170
25 5- 5,572,7i0
25 v 5,771,880

25
25

25

25

25

25

25

25

25

25

25

25

25

25

25
25

11

11

11
U
11

t 543,850
109,530
449,040

558,620

...102,820
""•8,100
'.*"98,500
106,600

170,680
29,540
197.001

226,541

817,350
147,220

744,541
891,761

110.0

104.3
106.2

100.9

112.1

25,139
694,152

$30,480,614

•'

20.797
V 124

,•■-■, 20,673
594,255

4,281
589,974

$23,838,174

170,310

170,310

279,150

205,290
6,048,480
6,253,770

,^5. 625,210
116,940

""

543,620
660,560

116,000
T 8,100

156,400
164,500

223,700
22,330
325,780
343,110

964,910
147,370

1,025,800
1,173.170

110.0
*104.7
* 105.5

*99.2

*112.1

Month

Ago
106.9

2,221,000

6,517,100
6,854,000
23,032,000
2,640,000
10,094,000
8,188,000

120,910,000
35,529,000
120,076,000
84,423,000

842,713
700,008

$333,337,000
206,213,000
127,124,000
56,801,000

- 70,323,000

9,050,000
884,000
84,100

126

7,681,332

139

4.376c

$55.26

$42.00

24.200c

34.250c
121.500c
15.000c
14.800c

13.500c

96.40

108.88

112.75
. 111.44

108.52

103.47

106.04

109.06

112.00

2.75

3.23
3.02

3.09

3.25

3.54

3.39
■■ 3.22

3.06
•- V' 417.4

1" **'

236,587
245,680

96

544,741

109.39

25,166
696,284

$32,628,271

v"
20,720

141

20,579
581,641

4,798
576,843

$23,886,623

176,730

176,730

269,520

208,970
6,661,000
6,869,970

656,710
107,590
572,110
619,700

190,840
13,100
183,140
196,240

221,950
34,670
259,170
293,840

1,069,500
155,360
954,420

1,109,780

110.7
104.6

108.1

107.3

112.6

Year

Ago
103.7"

2,073,000

6,203,550

6'573'°f
21,489,000
2,873,000
9,380,000
9,076,000

119,559,000
35,260,000
109,743,000
49,244,000

791,403
671,443

$312,983,000
202,323,000
ll(J,ob(J,000
76,765,000
33,895,000

11,524,000

945,000
144,000

127

7,333,134

109

4.131c

$52.72

$42.00

24.200c

27.425c

103.000c

19.000c
18.800c
19.500c

97.18

109.42

113.89

112.75

108.52

103.30

105.52

109.42

113.70

2.69
3.20

2.96
3.02

3.25

3.55
3.4:
3.20

2.97
457.0

175,281
209,154

86

450,811

116.14

34,018
971,801

$39,950,913

25,708
461

25,247
750,833
15,171

735,662

$32,543,903

196,670

196,670

422,880

463,640
11,294,770
11,758,410

1,307,900
221,350

1,167,880
1,389,230

275,530
26,930
317,380
344,310

513,393
60,550
481,483
542,033

2,096,823
308,830

1,966,743
2,275,573

Latest Previous Year
Month Month Ago

BANK DEBITS—BOARD OF GOVERNORS OF

THE FEDERAL RESERVE SYSTEM—

$154,23"?,000
(

Month of October (in thousands) $139,308,000

BUSINESS FAILURES—DUN & BRA.DSTREET,
INC.—Month of October:

146 107 150

Wholesale number __ _ __ 54 58 47
Retail number _ * _ 291 288 304
Construction number ___ _ 88 50 85
Commercial service number 52 36 57

Total number _ ______ ___ 631 539 643

Manufacturing liabilities _ _ — $13,079,000 $6,780,000 $12,219,000
Wholesale liabilities ___ _ 8,550,000 4,365,000 6,835,000
Retail liabilities 6,078,000 5,317,000 6,707,000
Construction liabilities ___ __ 5,167,000 2,729,000 1,937,000
Commercial service liabilities 2,175,000 947,000 2,044,000

Total liabilities _ - $35,049,000 $20,138,000 $29,742,000

CONSUMER CREDIT OUTSTANDING—BOARD
OF GOVERNORS OF THE FEDERAL RE¬

SERVE SYSTEM — Estimated short-term
Credit in millions as of Sept. 30:

Total consumer credit _ _ $21,720 $21,436 $19,362
Instalment credit 15,252 14,940 13,167

_ Sale credit 8,324 8,149 7,327
Automobile 1 L>. 4,699 4,634 4,175

'.■ • - Other J1 -v. 3,625 3,515 3,152
Loan credit _ 1 6,928 6,791 5,840
Nonlnstalment credit _ _______ 6,468 6,496 6,195

Charge accounts _— _______ — 3,839 3,902 3,696

Single payment loans 1,481 1,458 1,401
Service credit _ _ 1,148 1,136 1,098

COTTON GINNING (DEPT. OF COMMERCE):

Running bales (exclusive of linters) prior to
Nov. 1 ________

COTTON PRODUCTION — U. S. DEPT. OF
AGRICULTURE—Estimates as of Nov. 1:

Production 500-lb. gross bales

10,785,725 10,023,029

14,905,000 14,413,000 15,144,000

"Revised figure. ^Includes 683,000 barrels of foreigji.crude runs.

COTTON SEED AND COTTON SEED PROD¬

UCTS—DEPT. OF COMMERCE—Month of

September:
Cotton Seed—

Received at mills (tons)
Crushed (tons)
Stocks (tons) Sept. 30 _

Crude Oil—

Stocks (pounds) Sept. 30
Produced (pounds) ——

Shipped (pounds) __(
Refined Oil-

Stocks (pounds) Sept. 30
Produced (pounds)
Consumption (pounds) —

Cake and Meal—

Stocks (tons) Sept. 30 .

Produced (tons)

Shipped (tons)
Hulls— v

Stocks (tons) Sept. 30 —

Produced (tons)

Shipped (tons) _______

Linters (running bales)— -

Stocks Sept. 30 X.
Produced ,

Shipped
Hull Fiber (1,000-lb. bales)—
Stocks Sept, 30__
Produced 1

Shipped _______—

Motes, Grabbois, etc. (1,000 pounds)—
Stocks Sept. 30_: 1
Produced

Shipped __________

(a)Not shown to avoid disclosure of figures

FAIRCHILD PUBLICATIONS RETAIL PRICE
INDEX—1035-30^100 (COPYRIGHTED)—
As of Nov. 1:

Composite index
Piece goods 1 —

Men's apparel — —•—

Women's apparel ——

Infants' and children's wear

Home furnishings
Piece goods—
Rayons and silks_.
Woolens —

Cotton wash goods
Domestics—

Sheets
Blankets and comforters

Women's apparel—
Hosiery
Aprons and housedresses
Corsets and brassieres
Furs '

Underwear

Shoes —

Men's apparel—
Hosiery —

Underwear ___

Shirts and neckwear —_——

Hats and caps—_____ —-———

Clothing, including overalls—
Shoes

Infants' and children's wear—

Socks
Underwear — —

Shoes —

Furniture : —

Floor coverings
Radios :

Luggage —— —— -

Electrical household appliances
China

NEW CAPITAL ISSUES IN GREAT BRITAIN-
MIDLAND BANK, LTD.—Month of October

SELECTED INCOME ITEMS OF U. S. CLASS I
RYS. (Interstate Commerce Commission)—
Month of August:

Net railway operating income
Other income —

Total income

Miscellaneous deductions from income
Income available for fixed charges

Income after fixed charges
Other deductions
Net income

Depreciation (way & structure & equipment)
Amortization of defense projects
Federal income taxes
Dividend appropriations:
On common stock
On preferred stock

Ratio of income to fixed charges —

1,173,465
524,850

1,034,875

103,809,000
156,459,000
77,223,000

288,212,000
71,655,000
103,262,000

81,857
248,660
214,679

42,244
108,944

•

,90,475

; 183,955
167,747
96,299

397,546
148,184
388,260

38,375,000
44,768,000
46,335,000

318,008,000
42,285,000
92,727,000

47,876
70,059
67,287

25,775
31,862
30,702

•

112,507
46,230
40,949

1,053,549
541,257
934,752

90,010,000
166,505,000
102,211,000

102,715,000
96,085,000
100,550,000

70,841
250,122
•236,624

23,457
119,904
115,361

*

94,982
"

175,473
132,048

1,171 777 818

1,199 486 1,608
805 a a

4,177 3,269 , 4,144

2,362 905 2,463

1,454 1,989 1,953

jividual companies.
•

104.9 104.9 106.9

97.7 97.5 99.9

105.3 105.4 107.2

100.6 100.7 102.6

104.8 104.8 > 106.6

107.8 107.7 110.3

90.8 90.4 91.9

108.6 108.1 113.6

94.9 94.9' 98.4

101.9 101.1 107.2

121.7 118.7
•

125.9

94.8 95.1 96.8

97.5 97.0 99.2

107.3 107.3 107.9

94.2 94.5 100.3

99.6 100.0 101.6

108.6 108.4 110.2

106.8 106.8 107.2

110.2 110.8 111.6

102.4 102.4 102.8

100.2 100.2 100.5

103.0 103.1 105.8

106.8 107.0 111.6

102.9 102.9 102.5

103.0 103.0 102.9

110.0 110.0 113.5

108.0 108.2 108.5

118.0 118.3 120.4

101.6 102.0 102.8

101.5 101.5 104.4

104.8 104.8 107.2

101.0 100.9 102.4

£3,940,000 £15,429,000 £4,314,000

$104,939,432
16,942,620

121,882,052
4,443,093

117,438,959
81.185,966
3,030,649

78,155,317
41,047,320

$60,963,230
16,929,841
77,893,071
3,279,816

74,613,255
38,690,784
3,221,611

35,469,173
40,706,896

$82,687,202
17,568,387
100,255,589
4,606,689

95,648,900
60,635,452
3,109,639
57,525,813
40,871,451

59,021,251 26,117,063 56,476,614

26,690,526
4,511,274

3.24

7,629,617
4,305,405

2.08

24.Pr

5.70'

2.71
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writing, new buying doesn't
seem indicated.
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of the $382,000,000 total registered
preferred offerings in 1946 to 72%
of the $755,000,000 total preferred
offerings in 1951.
Convertible issues have had a

strong appeal to an important seg¬
ment of the investment market
which under inflationary condi¬
tions did not want to take the
price risk involved in money-rate
senior securities and could not or
would not buy common stocks.(To
this type of buyer the convertible
issue was attractive because, in
theory at least, its yield placed a

relatively nearby price floor un¬
der it and the conversion feature
offered worthwhile appreciation
potentialities.

From the issuing company's
point of view, the convertible se¬

curity has offered many advan¬
tages. Its cost in terms of coupon
or dividend is lower than that of
a similar straight security and,
properly set up, it can be sold

readily, whereas common stock or

non-convertible securities in some

cases can be sold only with diffi¬
culty. Because of the attraction
of the conversion feature, the
convertible requires a smaller or
no sinking fund" and fewer and
weaker restrictive provisions than
a non-convertible issue. In effect,
the convertible security provides a
method of selling common stock
above the market— usually the
conversion price is 10:% to 20%
above the common stock market
at the time of offering. In con¬

trast, a direct public offering of
common ordinarily carries a price
a few points below the level pre¬
vailing prior to the announcement
of the financing; and rights offer¬
ings customarily are made at
prices 10% to 20% below market
to insure a worthwhile value for
the rights. By requiring fewer
shares to raise the same amount of
money, an convertible issue re¬

duces dilution of equity. More¬
over, in most instances a convert¬
ible issue usually is converted
over a period of time and the
market for the common has an

opportunity to adjust to the dilu¬
tion gradually rather than having
to do it immediately.
The degree to which convertible

issues have been converted is per¬
haps a good measure of how well
they have served their purpose.
An examination of convertible
bonds or debentures issued by
leading companies in the calendar
years 1946 and 1947 shows that
about 69% of the issued amount
had been converted at the end of
1951, and of convertible preferred
stocks issued in 1946 and 1947
about 49% of the amount orig¬
inally issued had been converted
at the end of 1951. About a quar¬
ter of the total number of pre-
ferreds issued had been converted
in full and many of the others
had been reduced. The market
was, of course, higher in 1951 than
in 1946 and 1947.

My own guess is that convert¬
ible securities will continue to be
issued in large quantities but that
their cycle has about reached its
peak and that their portion of to¬
tal financing will be somewhat
smaller than in the recent past.
Until very recently, subordi¬

nated debentures were used al¬
most exclusively by finance com¬

panies, but because of the tax

advantages to be secured major
industrial companies, are now
adopting this type of issue in lieu
of preferred stock. Most of the re¬

cent subordinated issues have
been convertible. Since such
prominent companies as Union
Oil, Dow Chemical and Sinclair

Oil have selected this medium, it
seems to me that subordinated

debentures are likely to find in¬
creased usage and broader appli¬
cation in the future.

Possible Revival of Class
Common

Capitalizations with two classes

| cf common stock are not new but
I would like to take a few minutes

to comment on a new usage for
this type of capitalization.
Privately owned companies with

conservative dividend policies for
financing their growth internally
are always faced with a problem
when they decide to market their
shares. A dividend rate sufficient
to interest the public would ma-,

terially handicap the growth from
internal sources. The first major
instance of a capitalization de¬
signed to overcome this problem
appeared in our offering of 500,000
shares of Blockson Chemical com¬
mon earlier this year. The out¬
standing stock of the company was
reclassified into onerthird com¬

mon stock, which was sold to the
public, and two-thirds class B
common stock, which was re¬
tained by the selling stockholders.
The two classes of stock are iden¬
tical in every respect except that
dividends may be paid on the
common without the payment of
any dividend or a similar divi¬
dend on the class B.iThis accom¬

plishes several objectives: it as¬

sists the company in maintaining
a consistent dividend policy on
the common (the only class in the
hands of the public) and at the
same time permits the company
to retain such portion of its earn¬

ings as may be required for the
needs of the business. )The set-up
in the case of Blockson would in¬
volve the distribution of less than
25% of its earnings in order for
the dividend on the publicly
owned stock to be equivalent to
two-thirds of total per share earn¬

ings. In this way, it has become
possible for the public to have a

position in a conservatively fi¬
nanced growth company without
the sacrifice in yield which has
usually been necessary in such
cases. The class B stock is con¬

vertible share for share into the

common, thus giving to the class B
holders the marketability desir¬
able ultimately for estate pur¬
poses.

This type of two class common

stock capitalization is not likely
to have broad usage but I do be¬
lieve that it will be used increas¬
ingly in the future by growth
companies which are closely held.
To summarize, the recent trends

in corporate financing have been:

(1) A continued emphasis on
debt financing.

(2) An upward trend in private
placements.

(3) The lengthening of matur¬
ities and the introduction of un¬

usual features.

(4) Increased usage of convert¬
ible and subordinated issues,
largely convertible.

As to the future, the old law
of supply and demand will un¬

doubtedly exert a primary influ¬
ence on the type of financing
which corporations will under¬
take. Opinions will differ but my
own personal view is that:

(1) The emphasis on debt fi¬
nancing will moderate somewhat
and equity financing will increase
as a percentage of total financing.

(2) Private placements will de¬
cline somewhat in relation to td-
tal financing. /

(3) Except for the funding of
short-term debt, there probably
will be no material lengthening of
maturities over the near future.
Additional unusual features will
continue to be devised but the re¬

cently developed prohibition
against refunding of privately
placed loans will receive smaller
rather than broader usage.

(4) Convertibles will continue
to be used in volume but probably
will represent a smaller portion of
total financing. Subordinated is¬
sues should increase substantially
in>$*61ume.

for its offering of $35,000,000 of
27-year debentures. Officials are

meeting today with prospective
bidders to go over last minute
details.

This Issue, designed to reim¬
burse the company's treasury for
expenditures already made for
new construction, will mark next

week's only sizable corporate un¬

dertaking. "
Meanwhile Ohio Edison is re¬

ported making plans to float $30,-
000,000 new preferred and com¬
mon stock early next year. It is
expected to run around 479,800
shares of common and 150,000
shares of preferred, with the pos¬
sibility of a new long-term debt
obligation also included.

Thomson McKinnon Add 2
(Special to The Financial Chronicle)

FT. LAUDERDALE,'Fla.—Fred¬
erick W. Freitag and George S.
Losey have joined the staff of
Thomson & McKinnon, 107 East
Las Olas Boulevard.

The underwriting industry is not
expecting too much in the way of
new corporate financing will go
through between now and the end
of the year. Rather, the opposite
appears to be true.

The consensus is that in the in¬
terval the bulk of interest will
shift to the secondary market
which will reflect the efforts of
large institutional holders to work
out "tax swaps" and otherwise im¬
prove their portfolio positions.

Momentarily we have a picture
of the Treasury market putting
on a show of uncertainty with
operations mirroring largely the
jockeying of professionals and
traders for positions. Meanwhile
the corporate market continues to
display underlying strength with
a gradual movement to higher
levels and leaner yields.

The Government list appears to
reflect efforts^ to guess what the
interest rate will be on the next
Treasury offering. There has been
talk of a 3% eligible issue. But
such discussion is believed to be a

bit premature in view of the re¬

cent election results.

The Treasury, it was noted, has
just decided against exercising its
right to call some $8,000,000,000 of
2% ten-year bonds in advance of
their maturity.
This was taken as an indication

that the present regime will let
the task of providing for such ob¬
ligations go over to the new Ad¬
ministration which takes office in
January. Meantime refinancing
probably will be held to recurrent
bill issues.

L. I. Lighting Is Slow

Extremely close bidding marked
the sale on Monday of $20,000,000
of 30-year bonds of the Long
Island Lighting Co. The bid of
the runners-up was separated from
that of the winner by a margin of
only six cents per $1,000 bond,
with both groups naming a 3%%
coupon rate.

The successful group bid 100.309
while the second bid was 100.303.
The winners fixed a reoffering
price of 101 for an indicated yield
of about 3.32%.
Yet notwithstanding the dearth

of new offerings, potential buyers
were reported a bit on the slow
side in inquiring for the bonds.
"Off-the-Street" buyers, it was

reported, regarded the price as a
little on the "stemmy" side.

* tsu

Prior Obligations

Among those who do business
with the big institutional investors
the current situation is not alto¬

gether to their liking. They find
it extremely difficult to interest
such buyers in propositions of the
moment. ; -

These outlets, it appears, are

pre-occupied with taking care of

obligations previously incurred.
In other words mortgages and

privately negotiated deals still

take up a good part of their slack.

And as bond men are quick to

point out this is a condition which

goes far toward taking "the zip
out of the market." But on that

score they are hopeful of better
conditions after the turn of the

Securities Salesman's Corner
By JOHN DUTTON

Xmas Time Is Coming
In a neat and dignified folder, vidual gift exemption that can be.size 4 inches by six and a quarter used by those who have children,and consisting of four pages, the and who would like to take ad-'

°LTh°msonr ^ McKinnon,. 11 vantage of the tax savings whichWall St., New York 5, N. Y., are are available. The ruling is—thetelling all their clients why donor can give a maximum ofstocks make good Xmas gifts. I'll $3,000 per annum to as many in-try and describe this attractive dividuals as he or she may wish,rolder to you. Across the front entirely free of Federal estate
1°P nre u a. e °* tax, and with the consent of wifeand green holly berries and

or husband if married, the gifia miniature stock certificate is
the only other illustration which
appears. The first page just says,
"Why Stocks Make an Ideal
Christmas Gift."

Page two suggests "Some good
stocks from which to select your
gift." Then twelve market leaders
are listed, and three columns fol¬
low each stock showing 1947-51
average earnings; estimated 1952
dividend, and the yields ranging
from 4.0% on Union Carbide to
8.7% on U. S. Rubber. The follow¬
ing clause appears at the bottom
of page 2; "This is not a solicita¬
tion of an order to buy or sell or
an offer to buy or sell, but is
merely a bulletin of current mar- OI maKmg «
ket information. The statistical or grandchildren. You might wish,
data contained herein are derived to use y°ur own form of letter—
from sources which we deem to be or folder—or newspaper adver-
reliable, but their accuracy is not tising. You might even go over
guaranteed by us." your clientele and find some-

Page 3 follows:, "A Gift of people who would take to a per-
shares in one or more of America's sonal suggestion along this line.

may total up to a maximum of
$6,000 tax free.
Thomson & McKinnon have

done a very commendable bit of
dignified and creative advertising
—they have used a folder whicht
they have sent to their large
clientele. Possibly you can use this
idea in your own way—in your
community. There are people
among your clients who might
like the idea of giving some
trusted employees, friends, or
relatives, a good investment that,
will pay them continuous income.
There may be some of your cus¬
tomers who might like the idea,
of making a gift to their children,.

great corporations is something
any member of your family, an
employee or a dear friend will
appreciate. ... IF carefully se¬
lected, your gift may very well
increase in value as time goes on

After all—everyone else looks
to Christmas as a time for en¬

couraging happiness, good-cheer
and better hope for tomorrow.
As T.&M. well put it, "Can you
think of a finer way to say Merry

Halsey, Stuart Group

-something few other gifts will Xmas." And good investments will!
do. ... It will provide capital for keep saying it for years to corner
future needs or ambitions. ... It
will be a welcome source of addi¬
tional income. . . And it will en¬

courage saving by the recipient
for additional investment in simi¬
lar securities.

"Can you think of any finer
way to say 'Merry Christmas'?
"We'll be glad to help you make

a selection.
"You may order your stocks

through us, having delivery made
to you in time for Christmas. We

supply a special Xmas gift envel¬
ope for your use. Visit, write or

phone our nearest office."
Page 4 lists the addresses of the

various Thomson & McKinnon of¬
fices throughout the country.
Although this idea is very suit-

Halsey, Stuart & Co. Inc. and
associates are offering today $6.-
000,000 The North Pennsylvania
RR. Co. 3%% mortgage bonds,
maturing Dec. 1, 1972. Issuance
and sale of the bonds, which are

priced at 101.067% and accrued

interest, are subject to authoriza¬
tion by the Interstate Commerce
Commission.
Proceeds from the issue will be

used for the payment of an ag¬
gregate of $6,000,000 principal
amount of presently outstanding
mortgage bonds of the company*

able for a large stock exchange firm which will mature on Jan. 1, 1953.
that has a nationwide business, The new bonds will be redeem-
it could also be adaptable in the able at the option of the company,.
case of smaller firms. A letter to
all clients that have been satisfied
owners of mutual fund shares
might be productive of consider¬
able goodwill and interest at this
time—it could also create some

as a whole or in part, at prices
ranging from 104.10% to par.
The North Pennsylvania RR. Co.

owns a railroad which is operated
by Reading Company as lessee
under a lease and contract dated

new accounts and develop some May 14, 1879, made for a term of
orders. The suggestion might be
offered that those who have been
well satisfied owners of the shares
of any particular fund or funds,
could place orders for them in the
names of friends, relatives, or

990 years between the company
and The Philadelphia & Reading
RR. Co., the predecessor company
of the Reading. The company's
railroad is 94.03 miles in length
and extends from Philadelphia to

employees and they would be de- Bethlehem, Pa., and various other
livered in time for Xmas giving, points in the state. The main line
There are many people who would of the company handles substan-
like to give something tangible tial tonnage to and from Bethle-
and of lasting benefit. Good hem Steel Co.'s plant and connec-

stocks, or mutual fund shares will tions are made with the Lehigh

year.

Pacific Tel. & Tel.

Next Tuesday Pacific Telephone
& Telegraph Co. will open bids

keep on saying Merry Xmas all
during* the years ahead. Every
time a dividend is paid to the
recipient there is a reminder of
the one who made the gift.
Then there is the $3,000 indi-

•V

Valley RR. and Central RR. of

Pennsylvania. A considerable
amount of local passenger and
commutation traffic between Phil¬

adelphia and nearby communities
moves over the company's lines*.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



42 (1954)
The Commercial and Financial Chronicle ... Thursday, November 20, 1952

Securities Now in Registration
* INDICATES ADDITIONS

SINCE PREVIOUS ISSUE
• ITEMS REVISED

• A-P Controls Corp., Milwaukee, Wis.
Nov. 7 (letter of notification) 5,000 shares of common
stock to be offered to key employees. Price—$23.50 per
share Proceeds — For working capital. Office 245U
North 32nd St., Milwaukee 45, Wis. Underwriter—None.
*A. S. C. Corp., Marion, Ind.
Nov. 5 (letter of notification) $250,000 of 10-year 5 a>
subordinated debenture bonds, series C. Price At par
(in denominations of $1,000 and $500). Proceeds For
working capital. Office—315 South Adams St., Marion,
Ind. Underwriter—Foelber-Patterson, Inc., Fort Wayne,
Indiana. Offering—Now being made.
• Air America, Inc.
Oct. 23 (letter of notification) 77,000 shares of common
stock. Price—At par (40 cents per share). Proceeds—
To Darwin R. Kindred, the selling stockholder. Under¬
writers—Sutro & Co., Los Angeles, Calif. No public of¬
fer planned at this time.
Allpark Finance Co., Inc.

Aug. 28 filed $500,000 of 6% sinking fund convertible
debentures due June 30, 1962. Price—At par. Proceeds
For working capital. Office — Houston, Tex. Under¬
writer—C. K. Pistell & Co., Inc., New York. The pro¬
posed offering of preferred and common stocks have
been withdrawn from registration.

^ American Hellenic Mining Development Corp.
Nov. 13 filed 100,000 shares of common stock. Price—
At par ($2 per share). Proceeds—For exploration costs
and new equipment. Office—Washington, D. C. Under-.

*)' writer—None.

if American Metal Co., Ltd.
Nov. 17 (letter of notification) not more than 1,000
shares of common stock. Price—At market (around $25
per share). Proceeds—For account of common stock¬
holders entitled tc receive fractional shares in con¬
nection with payment of 5% stock dividend. Underwriter
—None. Shares to be sold on the New York Stock
Exchange. _

if American Mutual Fund, Inc., Los Angeles, Calif.
Nov. 12 filed 250,000 shares of capital stock (par $1).
Price—At market. Proceeds—For investment. Under¬
writer—None.

if Bonanza Oil & Mine Corp., Sutherlin, Ore.
Nov. 3 (letter of notification) 25,000 shares of common
stock (par 10 cents). Price—At market (approximately
$1 per share). Proceeds—To A. L. Albee & Co., Inc.,
Boston, Mass., who is the selling stockholder. Under¬
writer—None.

Bristol Oils Ltd., Toronto, Canada
Sept. 25 filed 1,000,000 shares of common stock (par $1).
Price—Approximately 64.48 cents per share. Proceeds—
To acquire leases and for corporate purposes. Under¬
writer—None. To be named by amendment.
• Brunner Manufacturing Co.
Nov. 5 (letter of notification) 58,435 20/26 shares of
common stock (par $1) being offered for subscription by
common stockholders of record Nov. 13 at rate of one
new share for each 5% shares held; rights to expire
Nov. 28. Price—$5 per share to stockholders and $5.75
to public. Proceeds—To remodel plant and purchase
new machinery and for working capital. Underwriter
—Mohawk Valley Investing Co., Inc., Utica, N. Y., for
up to 10,000 shares.

if Burke-Martin Mines, Inc., Dillon, Colo.
Nov. 7 (letter of notification) 10,000 shares of common
stock (par 50 cents) and 5,000 shares of common stock
(par 25 cents). Price—At par. Proceeds—To T. E. Mar¬
tin, the selling stockholder. Office—Montezuma Road,
Dillon, Colo. Underwriter—None.

Byrd Oil Corp., Dallas, Tex.
Oct. 22 filed $1,750,000 of 10-year 5Vz% convertible sink¬
ing fund mortgage bonds due Nov. 1, 1962, to be offered
for subscription by common stockholders at the rate
of $100 of bonds for each 28 shares of stock held (for
a 14-day standby). Certain stockholders have waived
their rights. Price—At par. Proceeds—To repay $1,014,-
500 of outstanding notes and for drilling expenses and
working capital. Underwriters— Dallas Rupe & Son,
Dallas, Texas; Carl M. Loeb, Rhoades & Co., New York;
and Straus, Blosser & McDowell, Chicago, 111. Offering
—Postponed until after Jan. 1, 1953.

Cincinnati Enquirer, Inc.
July 25 filed $2,500,000 of 10-year convertible junior
debentures due Aug. 1, 1962. Price—To be supplied by

NEW ISSUE CALENDAR
November 20, 1952

Northern Pacific Ry —Equip. Trust Ctfs.
(Bids noon EST)

November 24, 1952

Garrett Freightlines, Inc.______ Debentures
(Allen & Co.)

Gulf States Utilities Co Bonds
(Bids 11 a.m. EST)

Standard Sulphur Co.— Common
(Gearhart & Otis, Inc. and F. L. Rossmann & Co.)

November 25, 1952

Pacific Telephone & Telegraph Co Debentures
iBids 11:30 a.m. EST)

.. Peoples Gas Light & Coke Co Common
(Offering to stockholder—No underwriting)

November 26, 1952

Commonwealth Edison Co .-.-Preferred
(Offering to stockholders—underwritten by

Glore, Forgan & Co. and The First Boston Corp.)

Federal Electric Products Co.__ —Common
(H, Mi Byllesby & Co., Inc.)

Magma Copper Co Common
(Offering to stockholders—underwritten by

Lazard Freres & Co.)

November 28, 1952
Cleveland Electric Illuminating Co Common

(Offering to stockholders—no underwriting)

Union Bag & Paper Corp ..—Common
(Offering to stockholders—underwritten by

Morgan Stanley & Co.)

Western Light & Telephone Co., Inc Common
(Offering to stockholders—underwritten by

Harris, Hall & Co., Inc.)

December 1, 1952
Consolidated Gas, Electric Light &
Power Co. of Baltimore Debentures

(Bids to be invited)

December 2, 1952
Davidson Chemical Corp —Common

(Offering to stockholders—underwritten by
Alex Brown & Sons)

Seaboard Air Lines RR.___ Equip. Trust Ctfs.
(Bids noon EST)

-i j -■

December 3, 1952
Florida Power Corp . Bonds

(Bids to be invited)

New York, Chicago & St. Louis RR.,_Eq. Trust Ctfs.
(Bids to be invited)

December 4, 1952
Pacific Telephone & Telegraph Co._ -Common.

(Offering to stockholders—no underwriting)

December 8, 1952 ?

Circle Wire & Cable Corp Common
(Van Alstyne, Noel & Co. and Hornblower & Weeks)'

Multicrafters, Inc Preference
(Steele & Co.)

December 9, 1952

Copperweld Steel Co Preferred
(Riter & Co.)

Pillsbury Mills, Inc.-__ Debentures
(Goldman, Sachs & Co. and Piper, Jaffray & Hopwood)

New England Telephone & Telegraph Debs.
(Bids 11 a.m. EST)

Standard Coil Products Co., Inc Debentures
iF. Eberstadt & Co., Inc.)

December 10, 1952
Wabash RR Equip. Trust Ctfs.

(Bids to be invited)

December 17, 1952
New York Central RR Equip. Trust Ctfs.

(Lids to be invited)

January 20, 1953
Ohio Power Co _____Bonds & Preferred

(Bids 11 a.m. EST)

January 27, 1953
Iowa-Illinois Gas & Electric Co Bonds & Pfd.

(Bids 11 a.m. CST)

New York Boston Pittsburgh Chicago

Philadelphia San Francisco Cleveland

Private IVires to all offices

amendment. Proceeds—To pay notes issued to the Ports¬
mouth Steel Corp. Underwriter—Halsey, Stuart & Co.
Inc., Chicago and New York. Offering — Temporarily
postponed.

^Circle Wire & Cable Corp. (12/8-11)
Nov. 17 filed 100,000 shares of common stock (par $5).
Price—To be filed by amendment. Proceeds—To two

stockholders, Max B. and Sol Cohn, President and Vice-
President respectively. Underwriters — Van Alstyne,
Noel & Co. and Hornblower & Weeks, both of New York.

Offering—Expected week of Dec. 8.

• Cleveland Electric Illuminating Co. (11/28)
Oct. 22 filed 557,895 shares of common stock (no par) to
be offered for subscription by common stockholders of
record Nov. 24 at the rate of one new share for each five
shares held; rights to expire on Dec. 19. Warrants will
be mailed about Nov. 28. Price—$43.25 per share. Pro¬
ceeds—For property additions. Underwriter—None.
Commonwealth Edison Co., Chicago, III. (11/26)

Nov. 6 filed approximately 1,150,000 shares of convert¬
ible preferred slock (par $25) to be offered for subscrip¬
tion by common stockholders of record Nov. 24 at rate
of one preferred share for each 12 common shares held.
Rights will expire on Dec. 10. Price—To be supplied by
amendment. Proceeds—For construction program. Un¬
derwriters—Glore, Forgan & Co. and The First Boston
Corp., both of New York.

if Commonwealth Oil Co., Miami, Fla.
Nov. 14 (letter of notification) 100,000 shares of common
stock (no par). Price—$2.55 per share. Proceeds—For
general corporate purposes. Office—615 S. W. 2nd Ave.,
Miami 36, Fla. Underwriter—Gordon Graves & Co.,
New York, N. Y., and Miami, Fla.
Compressed Products Corp., New York

Oct. 23 (letter of notification) 99,000 shares of common
stock. Price—$3 per share. Proceeds—To buy machinery,
equipment and inventory and for working capital. Of¬
fice — 400 Madison Avenue, New York, N. Y. Under¬
writer—Dan Broder, Los Angeles, Calif.
• Consolidated Gas, Electric Light & Power Co. of

Baltimore (12/1)
Nov. 5 filed $16,484,300 of convertible debentures due
Dec. 18, 1967 to be offered for subscription by common
stockholders of record Dec. 1 at rate of $100 of deben¬
tures for each 30 shares of stock held; rights will expire
Dec. 18. Price—At par (flat). Proceeds—To finance ex¬

pansion program and repay bank loans. Underwriters—
To be determined by competitive bidding. Probable bid¬
ders: Halsey, Stuart & Co. Inc.; The First Boston Corp.,
White,"Weld & Co., Lazard Freres & Co., and Wertheim
& Conjointly); Harriman Ripley & Co., Inc. and Alex.
Brown Sons (jointly). Bids—To be received up to 11
a.m. (EST) on Dec. 1.

* Copperweld Steel Co., Glassport, Pa. (12/9-10)
Nov. :J7 filed 70,000 shares of cumulative preferred stock
(par ,$50). Price—To be supplied by amendment. Pro-
ceedsL-To be used, together with other funds, for pur¬
chases of at least 80% of common stock of Ohio Seamless
TubeiCo. (157,304 shares outstanding) at $55 per share.
Underwriter—Riter & Co., New York.
Crown Drug Co., Kansas City, Mo.

Sept.'il8' (letter of notification) $250,000 of 4l,£% con¬
vertible debenture notes due Oct. 1, 1962 being offered
for prior subscription by stockholders of record Oct. 17;
rights to expire on Nov. 28. Price—At par (in denomina¬
tions, of $60, $100, $500 and $1,000 each). Proceeds —

For working capital. Office—2210 Central St., Kansas
City, Mo. Underwriter—Business Statistics Organizations,-
Inc., Babson Park, Mass. * * .

if Danielson Manufacturing Co.. Danielson, Conn.
Nov. (6 (letter of notification) 5,526 shares of class A
preferred stock (par $5) and 10.000 shares of common"
.stock (par $1) to be initially offered to stockholders of
record about Nov. 17 at rate of one preferred share for
each five shares held and one share of common stock
for each two shares held. Price—For preferred, S8.50 per

share, and for common, $6.50 per share. Proceeds—For
working capital. Underwriter—Coburn & Middlebrook,
Inc., Hartford, Conn.

★ Data Guide, Inc., Flushing, N. Y.
Nov. 10 (letter of notification) 390 shares of common
stock. Price— $50 per share. Proceeds— For working
capital. Office— 146-11 35th Ave., Flushing, Queens,
N. Y. Underwriter—None.

if Davison Chemical Corp. (12/2)
Nov|l2 filed 160,666 shares of common stock (par $1) to
be offered for subscription by common stockholders of
recorcl|Pec. 1 at rate of one new share for each four
shares held; rights to expire Dec. 16. Price—To be sup¬
plied by amendment. Proceeds—From sale of stock, to¬
gether with other funds expected to be obtained through
long-ferm debt, will be used for expansion program.
Underwriter—Alex. Brown & Sons, Baltimore, Md.

Deerpark Packing Co., Port Jervis, N. Y.
March 21 (letter of notification) 235,000 shares of com¬
mon stock (par 10 cents). Price—$1.25 per share. Pro¬
ceeds—To renav RFP loan of <41 nsn qnd for working
capital. Offering—Expected before Oct. 15.

Through onemedium, theChicago Tribune, you reach efficiently
and aqone low cost two major investment markets in Chicago
and the midwest—professional buyers and the general public.
To present your issues and services to your two best markets

in the midwest, keep a regular schedule of advertising in the
Chicago Tribune. For the facts, consult your advertising counsel
or Chicago Tribune representative.

CHICAGO TRIBUNE
The Tribune gives to the market tables of the leading

stock exchanges the largest circulation given them in America
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if Deiwood Homes, Inc., Washington, D. C.
Nov. 13 (letter of notification) 200 shares of preferred
stock. Price—At par ($500 per share). Proceeds—For
construction and sale of residential and commercial
properties. Office—1025 Connecticut Ave., Washington,
D. C. Underwriter—None.

Devil Peak Uranium, Ltd. (Nev.)
April 7 (letter of notification) buu.ouu shares of common
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. Y.
Underwriter—Gardner & Co., New York.
if Diet-Rite Co., long Island City, N. Y.
Nov. 13 (letter of notification) 25,000 shares of common
stock. Price—$5 per share. Proceeds—To retire loans,
for new equipment and working capital. Business—Man¬
ufacture and sale of dietetic foods. Office—5-29 50th
Ave., Long Island City 1, N. Y. Underwriter—None.

Dow Chemical Co., Midland, Mich.
Sept 23 filed 625,000 shares of common stock (par $5)
being offered as follows: About 420,000 shares for sub¬
scription by common stockholders of record Oct. 21, 1952
at rate of one new share for each 50 shares held, and
about 205,000 shares for subscription by employees of
the company and its subsidiaries and affiliated com¬

panies. The offering will close on Nov. 26. Price—$31
per share. Proceeds—For general corporate purposes.
Underwriter—None. ,

v Duquesne Light Co., Pittsburgh, Pa. ■ - ;
Sept. 30 filed 250,000 shares of common stock (par $10),.
of which 80,000 shares will be offered by company and
170,000 shares by the Philadelphia Co. Proceeds—For
new construction. "* Underwriters — Kidder, Peabody &
Co., and White, Weld & Co. were awarded the issue Nov.
19 on a joint bid of $29.2204 per share. Reoffering ex¬
pected at $29.75 per share.

if Electronics & Nucleonics, Inc*, N. Y.
Nov. 10 (letter of notification) 1,200,000 shares of com¬
mon stock (par one cent). Price—25 cents per share.
Proceeds—To expand current operations and for work¬
ing capital. Underwriter—To be furnished by amend¬
ment. • ' '

Elyria Telephone Co., Elyria, Ohio
Oct. 17 (letter of notification) 2,122 shares of common
stock (no par) and 5,600 shares of 5% preferred stock
(par $50). Price—Common stock at $7,476 per share, and
preferred stock at par. Proceeds—For new construction,
etc. Office—330 Second St., Elyria, Ohio. Underwriter—
None.

if Empire Oil Corp.. Tulsa, 0*<la.
Nov. 6 (letter of notification) 600,000 shares of common
stock (par 5 cents). Price—50 cents per share. Proceeds
—To drill well. Office—Mayo Bldg., Tulsa, Okla. Under¬
writer—I. J. Schenin Co., New York.
if Ex-Cell-0 Corp., Detroit, Mich. ->
Nov. 17 (letter of notification) up to $300,000 aggregate
value of common stock (par $3), to be offered under
the corporation's Employees' Stock Purchase Plan. Price
—$49.1212 per share. Proceeds—None. Underwriter—
None. Office—1200 Oakman Blvd., Detroit 32, Mich.

Farm Equipment Acceptance Corp., Peoria, III.
Oct. 10 (letter of notification) 2,000 shares of common
stock (par $50). Price — $60 per share. Proceeds — For
working capital. Office—3500 North Adams St., Peoria,
111. Underwriter—Paul H. Davis & Co., Chicago, 111.

Federal Electric Products Co. (11/26)
Nov. 6 filed 225,000 shares of common stock (par $1).
Price—To be supplied by amendment (expected to be
between $5 and $6 per share). Proceeds — To acquire
stock of Powerlite Switchboard Co. Business—Electric
switchboard and panelboard. Office — Newark, N. J.
Underwriter—H. M. Byllesby & Co., Inc., Chicago, 111.
Florida Power Corp. (12/3)

Oct. 24 filed $15,000,000 of first mortgage bonds due 1982.
Proceeds—To repay bank loans and for new construction.
Underwriters—To be supplied by amendment. Kidder,
Peabody & Co. and Merrill Lynch, Pierce. Fenner &
Beane handled last bond financing which was done pri¬
vately. If competitive, bidders may include: Halsey,
Stuart 6c Co. Inc.; Kidder, Peabody & Co.; Glore, For-
gan & Co. and W. C. Langley & Co. (jointly) and The
First Boston Corp. Offering— Expected on or about
Dec. 3.

Florida Telephone Corp., Ocala, Fla.
Oct. 27 (letter of notification) 25,500 shares of common
stock (par $10), to be offered for subscription by com¬
mon stockholders about Nov. 15. Price—$11.75 per share
to public and $10.50 to stockholders. Proceeds—For ex¬
pansion program. Address—Box 1091, Ocala, Fla. Un¬
derwriter—None. Shaver & Co., St. Petersburg, Fla.,
will offer unsubscribed shares.

Food Fair Stores, Inc., Philadelphia, Pa.
Sept. 9 filed 100,000 shares of common stock (par $1)
to be offered to certain employees pursuant to the terms
of stock purchase plan. Price—$3 below the average
market price for the month in which payment is com¬
pleted. Proceeds—For general funds. Underwriter—
None.

General Steel Castings Corp.
Nov. 7 (letter of notification) 4,217 shares of common
stock (no par). Price—At market (approximately $21.50
per share). Proceeds—To Baldwin Securities Corp., the
selling stockholder. Underwriter—Drexel & Co., Phila¬
delphia, Pa.

if Grayson-Robinson Stores, Inc.
Nov. 14 (letter of notification) 5,680 shares of common
stock (par $1) subject to offer of rescission (sold at an
aggregate price not exceeding $87,524), and 775 shares
of common stock. Price—At market (about $15.41 per
share for 5,680 shares and about $16 per share for the

775 shares). Proceeds—To Walter Kirschner, the selling
stockholder. Underwriter—None, but Sutro & Co., Los
Angeles, Calif., will act as broker.
Gulf States Utilities Co. (11/24)

Oct. 2S*p£iled $10,000,000 of first mortgage bonds due
Dec. 1, 1982. Proceeds—For new construction and to re¬

pay bank loans. Underwriters — To be determined by
competitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Salomon Bros. & Hutzler and Union Securities
Corp. (jointly); Carl M. Loeb, Rhoades & Co., and Lee
Higginson Corp. (jointly); Merrill Lynch, Pierce, Fen¬
ner & Beane and White, Weld & Co. (jointly); Lehman
Brothers; Stone & Webster Securities Corp. Bids—To
be received up to 11 a.m. (EST) on Nov. 24 at the Han¬
over Bank, 70 Broadway, New York 15, N. Y.
if Gyrodyne Co. of America, Inc.
Nov. 13 filed 350,000 shares of class A common stock
(par $1), of which 50,000 shares will be issued to stock¬
holders, directors, officers and employees for services
rendered and 300,000 shares will be offered to public.
Price—To be supplied by amendment. Proceeds—For
engineering and construction of prototype coaxial heli¬
copter. Office—St. James, L. I., N. Y. Underwriter—
None.
-

Hawaiian Electric Co., Ltd., Honolulu, T. H.
Sept. 25 filed 50,000 shares of common stock being of-
fered for subscription by common stockholders of record
Oct. 3 in the ratio of one new share for each 10 shares
heldrRights will expire Nov. 26. Price—At par ($20 per
share). Proceeds—To repay short-term notes and for new
construction. Underwriter—None.
* Heliogen Products, Inc., Long Island City, N. Y.
Nov. 14 (letter of notification) 35,000 shares of common
stock (par $1) to be offered for subscription by stock¬
holders of this company and of Heliogen Corp. and cer¬
tain individuals. Price—$5 per share. Proceeds—For
working capital. Office—35-10 Astoria Boulevard, LongIsland City 3, N. Y. Underwriter—None.
• Hilseweck Minerals Corp., Dallas and

Oklahoma City
Sept. 18 filed $1,500,000 of 20-year non-negotiable de¬
bentures due Aug. 1, 1972 and 139,920 shares of common
stock (par $1). Price—$960 per $1,000 debenture, plus
common stock subscription warrants for the purchase
of 50 shares of common stock. Proceeds — For general
corporate purposes. Business—To engage in oil and gas
business. Underwriter—None. Statement effective Nov.
12, 1952. ' *

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.
International Glass Corp., Beverly Hills, Calif.

Sept. 22 (letter of notification) 299,635 shares of com¬
mon stock, to be issued as follows: To William Hoep-
pner, 6,985 shares; to stockholders of Soft-Flex Glass
Fabrics Corp., 17,650 shares; and to public, 275,000
shares. Price—At par ($1 per share). Proceeds—For
general corporate purposes. Office—119 South Beverly
Drive, Beverly Hills, Calif. Underwriter—Douglass &
Co., Beverly Hills, Calif.
ispetrol Corp., New York

Oct. 29 filed 49,500 shares of common stock. Price—At
par ($100 per share). Proceeds—To finance purchase of
crude oil for Israeli enterprises and to purchase crude
oil and oil products for resale in Israel. Underwriter—
Israel Securities Corp., New York.
Israel Industrial & Mineral Development Corp.

Oct. 6 filed 30,000 shares of class A stock. Price—At par
($100 per share). Proceeds—For industrial and mineral
development of Israel. Underwriter — Israel Securities
Corp., New York.
Kut-Kwik Tool Corp., Brunswick, Ga.

Oct/31 (letter of notification) 10,000 shares of common
stock (par 1 cents). Price—At market. Proceeds—To
C. A. Veley, the selling stockholder. Underwriter—Comp-
ton & Wharton, Philadelphia, Pa.
Kwik-Kafe Coffee Processors of America, Inc.

Oct. 30 (letter of notification) 3,000 shares of common

stock. Price—$100 per share. Proceeds—To acquire cer¬
tain assets of Rudd-Melikian, Inc., of Philadelphia; Pa.,
and for working capital. Office—Philadelphia, Pa. Un¬
derwriter—None,

if LaFlorecita Mining Co., Salt Lake City, Utah
Nov. 10 (letter of notification) 100,000 shares of class A
non-assessable stock (par 10 cents). Price—25 cents per
share. Proceeds—To develop mine and for general cor¬
porate purposes. Office—1153 East 6th South St., Salt
Lake City 2, Utah. Underwriter—None.

if Leavell & Bates, Inc., Tipton, Ind.
Nov. 6 (letter of notification) $100,000 of 5^4% sinking
fund debentures, 1952 series. Price—At par (in denomi¬
nations of $1,000 and $500). Proceeds—To make small
loans. Office—Citizens Bank Bldg., Tipton, Ind. Under¬
writer—City Securities Corp., Indianapolis, Ind.
if Leon Land & Cattle Co.
Nov. 6 (letter of notification) 30,000 shares of 5% cumu¬
lative preferred stock (each share convertible into five
shares of 10-cenJt. par common stock). Price—At par
($10 per share). Proceeds—To pay loans. Address—
c/o S. H. Collier, President of First National Bank, Mer¬
cedes, Tex. Underwriter—None.

if Lithium Corp. of America
Nov. 10 (letter of notification) 3,575 shares of common
stock (par $1). Price—At market (approximately $6 per
share). Proceeds—To W. W. Osborne, the selling stock¬
holder. Office—Rand Tower, Minneapolis, Minn.—Un¬
derwriter—None.

Lowell Adams Discount Co., Inc., N. Y.
Oct. 23 (letter of notification) 29,000 shares of 6% cumu¬
lative preferred stock. Price—At par ($10 per share).
Proceeds—To increase working capital. Underwriter-
Louis L. Rogers Co., New York.

Macco Corp., Paramount, Calif.
Nov. 4 (letter of notification) 1,470 shares of common
stock (par $1). Price—At the market (about $10 per
share). Proceeds—To Mrs. Helen R. Davis, the selling
stockholder. Underwriter— Dean Witter & Co., San
Francisco, Calif.
Magma Copper Co. (11/26)

Nov. 7 filed 281,018 shares of common stock (par $10)
to be offered for subscription by stockholders on or
about Nov. 26 at rate of one new share for each 2% shares
of stock held; rights to expire on or about Dec. 11 (the
number of shares to be offered and the ratio of the offer¬
ing may be changed prior to the effective date of the
registration statement). Price—To be supplied by amend¬
ment. Proceeds—Sufficient to provide company with a
minimum of $6,000,000, after expenses, will be used to
provide additional funds to San Manuel Copper Corp.,
wholly-owned subsidiary, in connection with the loan
authorized to it by the RFC in the amount of $94,000,000.
Underwriter—Lazard Freres & Co., New York.
if Magma King Manganese Mining Co.
Nov. 12 (letter of notification) 553,500 shares of common
stock (par 10 cents). Price—50 cents per share. Proceeds
—For working capital. Office — 532 Security Bldg.,
Phoenix, Ariz. Underwriter—Weber-Millican Co., New
York.

if Maple Oil, Inc., Dallas, Tex.
Nov. 13 (letter of notification) 450,000 shares of com¬
mon stock (par 10 cents). Price—15 cents per share.
Proceeds—For exploration and drilling expenses. Office
— 208 Andrews Bldg., Dallas, Tex.
Marsh Steel Corp., North Kansas City, Mo.

Oct. 27 filed $500,000 of 5% debentures, series A, due
$50,000 annually from Nov. 1, 1953 to Nov. 1, 1962, inclu¬
sive. Price—At 100% of principal amount. Proceeds—•
For working capital. Underwriter—The First Trust Co.
of Lincoln (Neb.).

McCarthy (Glenn), Inc.
June 12 filed 10,000,000 snares 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. Offering—Date indefinite.
McGraw (F. H.) Co., Hartford, Conn.

Sept. 10 (letter of notification) 5,000 shares of common
stock (par $2) and warrants to purchase 20,000 shares
of common stock at $6 per share to be, offered in units
of one share and warrants to purchase four additional
shares. Price—$19.87V2 per share. Proceeds—To Clifford
S. Strike, the selling stockholder. Underwriter—Gran-
bery, Marache & Co., New York.
Mex-American Minerals Corp., Granite City, III.

Nov. 3 filed 113,000 shares of 6% cumulative preferred
stock (par $5) and 113,000 shares of common stock (par
10 cents) to be offered in units of one share of each
class of stock. Price—$6 per unit. Proceeds—For work¬
ing capital. Business—Purchase, processing, refining and
sale of Fluorspar. Underwriter — To be supplied by
amendment.

+ Mid-Gulf Oil & Refining Co.
Nov. 10 (letter of notification) 400,000 shares of common
stock (par five cents). Price—60 cents per share. Pro¬
ceeds—To acquire additional properties. Office—927-929
Market St., Wilmington, Del. Underwriter—W. C. Doeh-
ler Co., Jersey City, N. J.
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 buy one additional
share for each two shares purchased 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.

Mississippi Chemical Corp., Yazoo City, Miss.
Sept. 29 filed 2,000,000 shares of common stock (par $5),
of which 849,038 shares have been subscribed, paid for
and issued, and an additional 107,550 shares have been
subscribed for as of Aug. 28 and will be issued in con¬
nection with expansion of ammonia plant. The remain¬
ing shares will be offered for sale primarily to farmers
and farm groups. Price-—At par. Proceeds— For new
construction. Underwriter—None.

Montana Basin Oil Corp. (N. Y.)
Sept. 19 (letter of notification) 300,000 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—
For exploration and development expenses. Underwriter
—Aetna Securities Corp., New York.

• Multicrafters, Inc., Lincolnwood, III. (12/8)
Oct. 28 (letter of notification) 99.900 shares of 6% con¬
vertible prior preference stock. Price—At par ($3 per
share. Proceeds — For new machinery and equipment.
Office—3517 Touhy Ave., Lincolnwood, 111. Underwriter
—Steele & Co., New York.

Multiple Dome Oil Co., Salt Lake City, Utah
Sept. 8 (letter of notification) 150,000 shares of common
stock. Price—At market (approximately 10 cents per
share)/ Proceeds—To George W. Snyder, President. Un¬
derwriter—Greenfield & Co., Inc., New York.
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Continued, from page 43
Nash Finch Co., Minneapolis, Minn.

Oct 21 (letter of notification) 1,000 shares of common
stock (par $10). Price—At market (estimated at from
$17 to $20 per share). Proceeds—To Willis King Nash,
the selling stockholder. Underwriter—J. M. Dain & Co.,
Minneapolis, Minn.

it Natural Bridge of Virginia, Inc.
Nov. 6 (letter of notification) 13,200 shares of common
stock (par $5). Price—At market (approximately $7.50
per share). Proceeds—To Edward B. Horner, Oscar B.
"Drinkard and Walter G. Mason, three selling stock¬
holders. Office— Natural Bridge, Va. Underwriter •

Scott, Horner & Mason, Inc., Lynchburg, Va.
• New England Telephone & Telegraph Co. (12/9)
Nov. 7 filed $20,000,000 of 25-year debentures due Dec.
15, 1977. Proceeds—To repay advances received from
American Telephone & Telegraph Co., the parent. Un¬
derwriters—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan
Stanley & Co.; Gloer, Forgan & Co.; Kuhn, Loeb & Co.
Bids—To be received up to 11 a.m. (EST) on Dec. 9 at
Room 2315, 195 Broadway, New York, N. Y.

it Osceola Farmers Mutual Telephone Co.,
Osceola, Wis.

Nov. 6 (letter of notification) 400 shares of common
stock. Price—At par ($25 per share). Proceeds—For im¬
provements. Underwriter—None.

Pacific Telephone & Telegraph Co. (12/4)
Oct. 24 filed 703,375 shares of common stock to be of¬
fered for subscription by stockholders at rate of one new
share for each nine preferred or common shares held on
Dec. 3; rights to expire on Dec. 30. Subscription war¬
rants will be mailed on Dec. 4. American Telephone &
Telegraph Co., the parent, presently owns more than
90% of the outstanding shares. Price—At par ($100 per
share). Proceeds—To repay advances and bank loans
and for new construction. Underwriter—None.

Pacific Telephone & Telegraph Co. (11/25)
Oct. 24 filed $35,000,000 of 27-year debentures due Nov.
15, 1979. Proceeds — For repayment of advances and
bank loans and for new construction. Underwriters—To
be determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Lehman Brothers and Union
Securities Corp. (jointly); White, Weld & Co.; Morgan
Stanley & Co. Bids—To be received up to 11:30 a. m.

(EST) on Nov. 25 at Room 2315, 195 Broadway, New
York, N. Y.

Pacific Western Oil Corp.
Aug. 5 filed 100.000 shares of common stock (par $4).
Price—At the market. Proceeds—To J. Paul Getty, Presi¬
dent, Underwriter — None, sales to be handled by
brokers on the New York Stock Exchange.

Paradise Valley Oil Co., Reno, Nev.
Aug. 20 filed 3,000,000 shares of capital stock. Price—
At par (10 cents per share). Proceeds—To drill six wells
on subleased land and for other corporate purposes. Un¬
derwriter—None, with sales to be made on a commission
basis (selling commission is two cents per share). Of¬
fice—c/o Nevada Agency & Trust Co., Inc., Cheney Bldg.,
139 N. Virginia St., Reno, Nev.

it Parker Pen Co., Ja^esviSle, Wis.
Nov. 7 (letter of notification) 7,700 shares of class B
common stock (par $2). Price—At market (about $13
to $13.25 per share). Proceeds—To Estate of Mildred
Gaper. Parker. Underwriters—Robert W. Baird & Co.,
Inc., Milwaukee, Wis., and A. G. Becker & Co. (Inc.),
Chicago, 111.

• Paul Valve Corp., East Orange, N. i.
Oct. 31 (letter of notification) $50,000 of 5% debentures
due Oct. 30. 1956., and 50.000 shares of common stock
(par 10 cents), being offered first to common stockhold¬
ers of record Nov. 7 in units of one $1,000 debenture
and 1,000 shares of stock for each 2,391 shares of com¬
mon stock held; rights expire Nov. 26. Price—$1,100
per unit. Proceeds—For working capital. Offices—Of
corporation, 545 North Arlington Avenue, East Orange,
N. J.; of Henry W. Proffitt, Secretary, 72 Wall Street,
New York 5, N. Y. Underwriter—None.

• Pennsylvania Factors, Inc., Philadelphia, Pa.
Nov. 14 (letter of notification) $200,000 of 6% debentures
dated Nov. 1, 1952 and due Jan. 1, 1968. Price—At par
(in denominations of $100, $500 and $1,000) and accrued
interest. Proceeds—For working Capital. Office—1402
Finance Bldg., Philadelphia 2, Pa. Underwriter—None.

• Peoples Gas Light & Coke Co. (11/25)
Oct. 24 filed 186,715 shares of capital stock to be offered
for subscription by stockholders of record Nov. 19 at rate
of one new share for each five shares held; rights to
expire on Dec. 15. Subscription warrants will be mailed
on or about Nov. 25. Price—At par ($100 per share).
Proceeds — For new construction. Underwriter— None.
Statement effective Nov. 12.

it Petroleum Service, Inc. (Texas)
Oct. 29 (letter of notification) 100,000 shares of pre¬
ferred stock (par $1) and 100,000 shares of common
stock (par 10 cents) to be offered in units of one pre¬
ferred and one common share. Price—$1.25 per unit.
Proceeds — For operating capital. Address— c/o N. A.
Tinker, Jr., Mercantile Securities Bldg.,Dallas, Tex.
Underwriter—Garrett & Co., Inc., Dallas, /Tex- r *

Phoenix Budget Loans, Inc., Minneapolis, Minn.
Sept. 22 (letter of notification) 4,000 shares of preferred
stock, series A (no par). Price—$24 per share. Proceeds
—For working capital. Office—227 Twin City Federal
Building, Minneapolis, Minn. Underwriter—M. H. Bishop
& Co., Minneapolis, Minn.

it Pillsbury Mills, Inc. (12/9-10)
Nov. 19 filed $17,000,000 of sinking fund debentures due
Dec. 1, 1972. Price—To be supplied b,y amendment.
Proceeds—About $13,600,000 to retire all of the present
funded debt of company and of one of its subsidiaries,
and the balance for working capital, capital expenditures
and other corporate purposes. Underwriters—Goldman,
Sachs & Co., New York; and Piper, Jaffray & Hopwood,
Minneapolis, Minn.

Powers Manufacturing Co.., Longview, Tex.
Sept. 25 filed 250,000 shares of common stock (par $1).
Price— $2 per share. Proceeds — For machinery and
equipment and new construction. Business—Production
of heavy duty power transmission chain, prockets, gears,
etc. Underwriter—Dallas Rupe & Son, Dallas, Texas.
Preferred Oil & Gas Co., Pittsburgh, Pa.

Oct. 24 (letter of notification) 50,000 shares of common
stock (par one cent), and 50,000 shares of common stock
(par $1) being offered for subscription by holders of
5% preferred stock of Treesdale Laboratories & Textile
Processing Co., of record Nov. 1; the offer to expire on
Nov. 24. Price—At par. Proceeds—To repay loan and for
drilling expenses and working capital. Underwriter—
Graham & Co., Pittsburgh, Pa.

it Procter & Gamble Co.
Nov. 12 filed 1,500 profit sharing dividend plans, 1,200
stock purchase plans and 35,500 shares of common stock
(no par), the latter to be purchasable under the terms
of the two plans. Underwriter—None.

it Ravine Gardens Corp., Palatka, Fla.
Nov. 13 (letter of notification) 40,000 shares of common
stock (par 10 cents) and $200,000 of 5% interest cor¬

porate notes due Dec. 1, 1962, to be offered in units
of 20 shares of stock and $100 of notes; also $50,000 of
5% interest corporate notes due Dec. 1, 1962 to be
issued at par ($100 each) in payment for services, sup¬

plies and equipment. Price—$102 per unit. Proceeds—
For working capital, and to equip and maintain gardens.
Address—Box 8, Palatka, Fla. Underwriter—None.

Read (D. M.) Co., Bridgeport, Conn.
Nov. 3 (letter of notification) $300,000 of 10-year 5%
debentures to be offered in exchange for 43A% cumula¬
tive convertible preferred stock (par $50) on a par for
par basis (6.000 preferred shares are outstanding). Un¬
derwrite^—Warren W. York & Co., Inc., Allentown, Pa.

Reeves Soundcraft Corp., N. Y.
Oct. 3 (letter of notification) 10,245 shares of common
stock (par five cents). Price—At market (about $2.62V2
per share). Proceeds—To Bernard Goodwin, the selling
stockholder. Underwriter—Gearhart & Otis, Inc., New
York.

Safeway Stores, Inc.
Sept. 12 filed 1,900 shares of 4% cumulative preferred
stcok (par $100) and 18,000 shares of common stock (par
$5) to be issued to James A. Dick Investment Co. (for¬
merly The James A. Dick Co.) in exchange for inven¬
tories, fixtures, operating supplies, good will and other
assets of Dick. It is anticipated that the Dick Company
will sell all or a substantial part of these shares from
time to time on the New York Stock Exchange. Under¬
writer—None.

Sapphire Petroleums Ltd., Toronto, Canada
Oct. 28 filed 50,000 shares of common stock (par $1—
Canadian). Price—To be supplied by amendment. Pro¬
ceeds—To Ken Kelman, the selling stockholder, who
will offer the shares from time to time either on the
New York Curb Exchange or in the over-the-counter
market. Underwriter—None.

• Schulte (D. A.), Inc., New York
Sept. 26 filed 741,657 shares of common stock (par $1),
in two blocks, one in the amount of 349,500 shares and
the other 392,157 shares, to be sold from time to tmie on

the New York Curb Exchange. Price—At market (ap¬
proximately $2 per share). Proceeds—To certain selling
stockholders. Business—Cigarette and cigar store chain.
Underwriter—None. Statement effective Nov. 12.

-Schweser's (George) Sons, Inc., Fremont, Neb.
Oct/17 (letter of notification) 989 shares of 6% cumu¬
lative preferred stock. Price—At par ($100 per share).
Proceeds—For working capital. Office—108 East 6th St.,
Fremont, Neb. Underwriter—None, but Ellis, Holyoke &
Co., Lincoln, Neb., will act as broker.
it Seaboard Finance Co., Los Angeles, Calif.
Nov. 14 (letter of notification) 14,000 shares of common
stock (par $1). Price—$20.75 per share. Proceeds—For
working capital. Office — 945 South Flower St., Los
Angeles 15, Calif. Underwriter—None.
Seacrest Productions, Inc., Newport, R. I.

Sept. 8 (letter of notification) 5,000 shares of non-voting
common stock, series B (no par). Price—$10 per share.
Proceeds—To acquire real estate and buildings, convert
sound stages, install recording equipment and cameras,
and for other corporate purposes. Office—73 Bliss Road,
Newport, R. I. Underwriter — Kidder, Peabody & Co.,
Providence, R. I.

Seiberling Rubber Co.
Oct. 1 filed $3,750,000 convertible sinking fund deben-

. tures due Oct. 1, 1967. Price—To be supplied by amend¬
ment. Proceeds—To repay $1,200,000 loan and for work¬
ing capital. Underwriter—Blair, Rollins & Co., Inc., New
York. Offering—Postponed indefinitely.
it Seneca Oil Co., Oklahoma City, Okla.
Nov. 10 (letter of notification) 150,000 shares of class A
stock (par 50 cents). Price—$1.75 per share. Proceeds—
To reduce bank loans and acquire oil and gas leases.
Underwriters—Genesee Valley Securities Co., Rochester,
N. Y, and White & Co., St. Louis, Mo.

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¬
ing. Underwriter — Northeastern Securities Co., New
York, to withdraw as underwriter.

Signode Steel Strapping Co., Chicago, III.
Oct. 9 (letter of notification) 2,044 shares of com¬
mon stock (par $1). Price—At market (about $17 per
share). Proceeds—To John W. Leslie, trustee of Walter
S. Underwood and Emily C. Underwood. Underwriter-
Ames, Emerich & Co., Chicago, 111.
Sinclair Oil Corp.

Nov. 10 filed 298,735 shares of common stock (no par)
to be offered to certain officers and other employees of
the company and its subsidiaries under the Stock Pur¬
chase and Option Plan. Price—$39.50 per share. Pro¬
ceeds—For general corporate purposes. Underwriter—
None.

Southern Radio Corp., Charlotte, N. C.
Oct. 20 (letter of notification) 10,500 shares of common
stock (par $5), and 2,500 shares of 6% cumulative pre¬
ferred stock (par $50). Price—$12 per share for common
and $50 per share for preferred. Proceeds—For operat¬
ing capital. Office—1625 West Morehead St., Charlotte,
N. C. Underwriter—None.

it Standard Coil Products Co., Inc. (12/9)
Nov. 19 filed $5,000,000 of 5% convertible subordinated
debentures due Dec. 1, 1967, and 250,000 shares of com¬
mon stock (par $1). Price—To be supplied by amend¬
ment. Proceeds—From sale of debentures, to repay bank
loans and for working capital; and from sale of stock,
to three selling stockholders. Underwriter—F. Eberstadt
& Co., Inc.
• Standard Sulphur Co., New York (11/24-27)
Nov. 7 filed 1,250,000 shares of common stock (par 10
cents). Price—$1 per share. Proceeds—For construction
of plant and purchase of new equipment and for working
capital. Underwriters—Gearhart & Otis, Inc., and F. L.
Rossmann & Co., both of New York. Offering—Expected
latter pari of this month.

Standard Tungsten Corp.
Oct. 29 (letter of notification) 284,999 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—For
acquisition of properties. Underwriter—Scott, Khoury &
Co., Inc., New York. George A. Searight (Tel. WHitehall
3-2181) is dealer relations representative.

ic State Securities, Inc., Santa Fe, N. M.
Nov. 10 (letter of notification) 60,000 shares of class A
common stock (par $1). Price—$5 per share. Proceeds—
For working capital. Office—440 Cerrillos Road, Santa
Fe, N. M. Underwriter—Paul C. Kimball & Co., Chi¬
cago, 111.

State Street Investment Corp.
Oct. 24 filed 180,556 shares of capital stock (no par) to
be offered for subscription by stockholders of record
Nov. 5, 1952, at rate of one new share for each 10 shares
held. Price—At net asset value in effect when properl
executed subscription warrants are received from stock¬
holders. Proceeds—For investment. Underwriter—None.

Steak fn Shake of Missouri, Inc., St. Louis, Mo.
Oct. 23 (letter of notification) 48,000 shares of common
stock (par 25 cents) being offered for subscription by
stockholders of record Oct. 27 at rate of one new share
for each 9V2 shares held (with an oversubscriptio
privilege); rights to expire on Nov. 29. Price—$2.25 pe
share. Proceeds—For expansion of subsidiary. Office
4294 Chippewa St., St. Louis, Mo. Underwriter—None.

Stout Oil Co., Denver, Colo.
Oct. 23 (letter of notification) 1,000,000 shares of com
mon stock (par five cents). Price—Nine cents per shar
Proceeds—To acquire oil and gas leases. Office—172
Stout St., Denver, Colo. Underwriter—Dansker Brothers
& Co., Inc., New York.

Streeter-Amet Co., Chicago, III.
Aug. 27 (letter of notification) 2,367 shares of commo
stock (par $50) to be offered for subscription by common
stockholders at rate of one new share for each four
shares held. Price—$100 per share. Proceeds—To in
crease equity capital to take care of increased business
and increased costs. Office—4101 Ravenswood Avenue.

Chicago 13, 111. Underwriter—None.

Suburban Propane Gas Corp.
Oct. 24 filed 70,000 shares of cumulative convertible
preferred stock (par $50 — convertible before Dec. 1,
1962). Price—To be supplied by amendment. Proceeds—
For working capital for development and expansion ol
company's business. Business—Distribution and sale oi
gases. Underwriter—Eastman, Dillion & Co., New York
Offering—Expected today.

Sweet Grass Oils, Ltd., Toronto, Canada
July 29 filed 375,000 shares of common stock (no par)
Price—To be related to quotation on the Toronto StocP
Exchange at time of offering. Proceeds — For working
capital. Underwriter—F. W. MacDonald & Co., Inc., Nev
York. Offering—Probaby some time in October.

Telecomputing Corp., Burbank, Calif.
Oct. 28 (letter of notification) 1,000 shares of capita
stock (par $1). Price — At market (approximately
$28,871/2 per share). Proceeds—To Ward W. Beman, the
selling stockholder. Underwriter—Hill Richards & Co.
Los Angeles, Calif.

Texas General Production Co.
June 4 filed 2,500,000 shares of common stock (par 51
cents). Price—To be supplied by amendment. Proceeds—
To buy property for oil prospecting. Office—Houston
Tex. Underwriter—To be named by amendment. _Of
fering—Tentatively postponed. Statement may be with
drawn.
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it Texas Western Oil Co., Inc., Houston, Tex.
Nov. 12 (letter of notification) 100,000 shares of common
stock (par 10 cents). Price—50 cents per share. Proceeds
—For working capital. Office—1 Main St., Houston, Tex.
Underwriter—Scott, Khoury & Co., Inc., New York.
Torhio Oil Corp., Ltd., Toronto, Canada

Aug. 21 filed 300,000 shares of common stock (par $1) to
be offered first to stockholders and then to the general
public. Price — 60 cents per share. Proceeds—For ex¬
ploration of oil and gas properties, and to drill a test
well. Underwriter—None, but offering to public will be
handled through brokers.

if Trad Television Corp., Asbury Park, N. J.
Nov. 10 (letter of notification) 130,000 shares of common
stock (par one cent). Price—At market (about 27 cents »
per share). Proceeds—To Victor Trad, President. Office
—1001 First Ave., Asbury Park, N. J. Underwriter—
None.

Trans World Airlines, Inc.
Oct. 31 filed 381,916 shares of common stock (par $5) to
be offered for subscription by common stockholders of
record Nov. 19 at rate of one new share for each seven

shares held; rights to expire on Dec. 5. Price—To be
suplied by amendment. Proceeds—For working capital.
Underwriter— None. Hughes Tool Co. (which holds
75% of outstanding Trans World stock) will purchase
any unsubscribed shares, so that the net proceeds will be
at least $5,000,000. Offering—Expected today (Nov. 20).
★ Twentieth Century-Fox Film Corp.
Nov. 10 (letter of notification) 201 shares of common
stock (par $1). Price—To be sold on the New York
Stock Exchange at market (about $10.621/2 per share).
Proceeds—For working capital. Underwriter—None, but
Hayden, Stone & Co., New York, will act as broker.
Union Bag & Paper Corp., New York (11/28)

Nov. 7 filed 253.008 shares of capital stock (par $20) to
be offered for subscription by stockholders of record
Nov. 28 at rate of one new share for each six shares
held. Rights will expire on Dec. 15. Price—To be sup¬
plied by amendment. Proceeds— For working capital
and expansion program. Underwriters—Morgan Stanley
& Co., New York.
• United Gas Corp., Shreveport, La.
Oct. 15 filed 525,036 shares of common stock (par $10)
being offered for subscription by Electric Bond & Share
Co. to its stockholders on the basis of one share of United
Gas stock for each 10 shares of Bond and Share stock
held on Nov. 10; with rights to expire Dec. 3. Price—
$22.50 per share. Proceeds—To Electric Bond & Share
Co., which presently owns 3,165,781 shares (27.01%) of
outstanding United Gas stock. Underwriter—None.

if United Merchants & Manufacturers, Inc., N. Y.
Nov. 10 filed $500,000 of "interests in The Employees
Stock Purchase Plans for 1953 and common stock for the
Executive Employees Restricted Stock Option Plan" to
be offered to eligible employees of corporation and its
subsidiaries! also 75,000 shares of common stock (par $1),
to be issuable under aforementioned stock purchase plan.
Underwriter—None.

if Unitelko, Inc., New York
Oct. 31 (letter,of notification) 40,000 shares of preferred
stock (par $1) and 80,000 shares of common stock (par
10 cents) to be offered in units of one preferred and
wo common shares. Price—$5 per unit. Proceeds—For
roduction of television shows, etc., and for general
orporate purposes. Office—c/o H. E. Hangauer, 452
ifth Avenue, New York, N. Y. Underwriter—None.
Utilities Building Corp., Beverly Hills, Calif,
ct. 24 (letter of notification) 2,200 shares of common
tock (no par). Price—$100 per share. Proceeds—To
urchase building and for working capital. Underwriter
Real Property Investments Inc., 233 So. Beverly Drive,
everly Hills, Calif.
Victoria Copper Zinc Mines Ltd.,

Montreal, Canada
ct. 22 filed 1,050,000 shares of common stock. Price—
o be taken down in 10 blocks ranging from 50,000 to
00,000 shares at prices ranging from 15 cents to $1 per
hare. Estimated public offering prices range from 35
ents to $1.50 per share. Proceeds—For mining opera-
ions. Underwriter—Jack Rogers, of Montreal, Canada,
ho is the "optionee" of the stock to be taken down.

Video Products Corp., Red Bank, N. J.
ct. 3 (letter of notification) 75,000 shares of common
tock (par 50 cents). Price—$2.50 per share. Proceeds
For working capital. Office—42 West Street, Red
ank, N. J. Underwriter—None.

Voss Oil Co., Newcastle, Wyo.
ov. 17 filed 3,000,000 shares of common stock (par $1)
or the purpose of making an offer of rescission. Price—
t the market (not less than par) for shares, purchase
f which is rescinded. Proceeds—To Dale H. Voss and
thers who had exchanged interests in properties for
tock. Underwriter—None.

Warren Petroleum Corp., Tulsa, Okla.
ov. 7 (letter of notification) 3,000 shares of common

tock (par $3). Price—At market. Proceeds—To J. A.
a Fortune and Mrs. Gertrude La Fortune. Underwriter
Harris, Upham & Co., New York.
West Coast Pipe Line Co., Dallas, Texas

ept. 29 (letter of notification) 12,500 shares of capital
tock (par $10). Price—For 10,000 shares at par and for
emaining 2,500 shares $12.50 per share (latter to be sold
or account of 23 stockholders). Proceeds—For working
apital. Underwriters — White, Weld & Co. and Union
ecurities Corp.. both of New York.
Western Empire Petroleum Co.
ov. 10 (letter of notification) 3,000,000 shares of com-
on stock (par 5 cents). Price—10 certs per share. Pro-
eeds—For drilling expenses. Office—Room 801. 215 W.
eventh St., Los Angeles 14, Calif. Underwriter—None.

• Western Light & Telephone Co., Inc. (11/28)
Nov. 7 filed 65,168 shares of common stock (par $10)
to be offered for subscription by common stockholders
at rate of one new share for each five shares held about
Nov. 26; rights to expire Dec. 9. Price—To be supplied
by amendment. Proceeds—To repay bank loans and for
new construction. Underwriter — Harris, Hall & Co.
(Inc.), Chicago, 111.

. Wisdom Magazine, Inc., Beverly Hills, Calif.
Sept. 17 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—To publish new national picture magazine. Un¬
derwriter—None. An earlier registration statement filed
July 14, 1952, covering a like offering of preferred and
common shares was withdrawn Aug. 1, 1952.
Wyoming National Oil Co., Inc., Denver, Colo.

Oct. 10 (letter of notification) 500,000 shares of common
stock (par five cents). Price—25 cents per share. Pro¬
ceeds—To drill and equip wells. Underwriter — R. L.
Hughes & Co., Denver, Colo.
if Zenda Gold Mining Co., Seattle, Wash.
Oct. 31 (letter of notification) 150,000 shares of common
stock. Price—At par (10 cents per share). Proceeds—To
20th Exploration Inc. Office— 635 Securities Bldg.,
Seattle 1, Wash. Underwriter — Joseph U. Montalban-
Troy. i. MiUialJlllia

Prospective Offerings
Aluminium Ltd.

Oct. 15 directors expected that additional financing will
be undertaken in 1953 to meet the major part of the in¬
crease in the estimated cost of the expansion program.
The First Boston Corp., and A. E. Ames & Co., Ltd.,
acted as dealer-managers in stock offering to stockhold¬
ers in Oct. 1951.

American Trust Co., San Francisco, Calif.
Nov. 12 company offered 246,088 additional shares of
common stock (par $20) to common stockholders of
record Nov. 7 at rate of one share for each three shares
held. Rights to expire Dec. 11. Price—$50 per share.
Proceeds—To increase capital and surplus. Underwriter
—Blyth & Co., Inc., and associates.
Arkansas Fuel Oil Corp. (to be successor to

Arkansas Natural Gas Corp.)
Oct. 3 it was announced that subject to approval of reor¬
ganization plan of Arkansas Natural Gas Corp. by U. S.
District Court of Delaware, the new company, to be
known as Arkansas Fuel Oil Corp., proposes to issue
and sell $23,000,000 of sinking fund debentures due 1972.
Proceeds—To retire $21,877,760 of 6% preferred stock
(par $10), at $10.60 per share, with preferred stockhold¬
ers, other than Cities Service Co., tq be offered the de¬
bentures in exchange, plus a cash adjustment. Under¬
writers—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; The First
Boston Corp. and Lazard Freres & Co. (jointly); Smith,
Barney & Co.

Arkansas Louisiana Gas Co.
Dec. 6, 1951 it was reported company may issue and sell
$35,000,000 of first mortgage bonds. Underwriters—May
be determined by competitive bidding. Probable bid¬
ders: Halsey, Stuart & Co. Inc.; The First Boston Corp.
and Lazard Freres & Co. (jointly); Union Securities
Corp.; Smith, Barney & Co.; Equitable Securities Corp.
Proceeds—To repay bank loans and for new construction.
Arkansas Power & Light Co.

Aug. 7 C. Hamilton Moses, President, announced that
the company expects to borrow additional money next
Spring to finance its 1953 construction program, which,
it is estimated, will involve $29,500,000.

California Electric Power Co.
Oct. 7 it was announced company intends to sell early
in 1953 approximately $10,000,000 of additional new se¬

curities, the type of which has not yet been determined.
Bidders for common stock may include: Merrill Lynch,
Pierce, Fenner & Beane and Dean Witter & Co. (jointly);
Kidder, Peabody & Co.; Blyth & Co., Inc.
Central Hudson Gas & Electric Corp.

Oct. 20 filed with New York P. S. Commission for per¬
mission to issue and sell $6,000,000 first mortgage bonds,
the proceeds to be used for new construction. Latest
bond financing was done privately in March, 1951,
through Kidder, Peabody & Co., New York.

Central Maine Power Co.
Sept. 2 it was announced company soon after March 1,
1953, intends to issue and sell $6,000,000 of first and
general mortgage bonds and sufficient common stock to
yield approximately $5,000,000 to refund the then out¬
standing short-term notes. Underwriters—To be deter¬
mined by competitive bidding. Probable bidder—(1) For
bonds, Halsey, Stuart & Co. Inc.; Coffin & Burr, Inc. and
The First Boston Corp. (jointly); Blyth & Co., Inc. and
Kidder, Peabody & Co. (jointly); Merrill Lynch, Pierce,
Fenner & Beane and White, Weld & Co. (jointly); Har-
riman Ripley & Co., Inc.; Salomon Bros. & Hutzler.
(2) For stock, Blyth & Co., Inc. and Kidder, Peabody &
Co. (jointly); Coffin & Burr, Inc. and The First Boston
Corp. (jointly); Harriman Ripley & Co., Inc.
Columbia Gas System, Inc., N. Y.

Oct. 10 it was announced company plans to issue and sell
common stock and additional debentures early in the
Spring of 1953. Proceeds—To repay bank loans and for
construction program. Company has sought SEC author¬
ity to borrow from banks an aggregate of $25,000,000.
Underwriters—To be determined by competitive bidding.
Probable bidders: For stock, Merrill Lynch, Pierce, Fen¬

ner & Beane, White, Weld & Co. and R. W. Pressprich& Co. (jointly); Morgan Stanley & Co. For debentures,Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.
Connecticut Light & Power Co.

March 1 it was announced that it is presently estimated
that approximately $11,000,000 of additional capital will
be required during the latter half of 1952. Underwriter
—Putnam & Co., Hartford, Conn.
Culver Corp., Chicago, III. *

Nov. 3 it was announced that following proposed two-
for-one stock split, .he company proposes to offer to its
present stockholders the right to subscribe at par ($2 per
share) for one additional share for each share held.
if Duke Power Co.
Nov. 10 the FPC authorized company to split up common,
shares on the three-for-one basis. The company said
this stock split will be advantageous in raising the addi¬
tional new capital which will be necessary for the con¬
tinuation of its postwar construction program. Costing
more than $250,000,000.
• East Tennessee Natural Gas Co.
Nov. 13 the FPC authorized the company to construct
about 100 miles of pipe line the estimated cost of which,
$5,784,606, is expected to be financed through the issu¬
ance of $4,500,000 of first mortgage bonds (which may¬be placed privately) and $1,300,000 of bank loans.
Traditional Underwriter—White, Weld & Co., New York.
Eastern Utilities Associates

Sept. 3 it was announced that amended plant of reor¬
ganization of this company and subsidiaries calls for is¬
suance by company of $7,000,000 debentures and a suffi¬
cient amount of common stock to raise approximately
$2,000,000. plan further provides that Blackstone ValleyGas & Electric Co., Brockton Edison Co., and Fall River
Electric Light Co. issue mortgage bonds. Proceeds—To
repay bank loans. Underwriters—For EUA debentures
may be determined by competitive bidding. Probable
bidders: Halsey, Stuart & Co. Inc. (for bonds only);Lehman Brothers; Estabrook & Co. apd Stone & Webster
Securities Corp. (jointly); Glore, Forgan & Co. and Har¬
riman Ripley & Co., Inc. (jointly).

• European American Airlines, Inc.
June 11 it was reported company plans to raise an ad¬

ditional $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.
• Garrett Freightlines, Inc. (11/24)
Oct. 17 it was announced company has applied to ICC
for authority to issue and sell $1,100,000 6% convertible
debentures due 1967. Price—At par. Proceeds—To retire
outstanding debentures and preferred stock and for new
equipment and working capital. Underwriter—Allen &
Co., New York; Peters, Writer & Christenson, Denver,
Colo.; and Edward D. Jones & Co., St. Louis, Mo.
ir General Public Utilities Corp.
Nov. 15, A. F. Tegen, President, announced that its do¬
mestic subsidiaries may spend around $80,000,000 for
new construction in 1953. Of this total, $15,000,000 willbe provided internally leaving about $65,000,000 to be
financed by the sale of securities. Subsidiaries expectto sell around $49,000,000 of bonds, debentures and pre¬ferred stocks and GPU will furnish about $16,000,000 tothem. GPU expects to obtain the funds from bank loans,the sale of debentures, the sale of common stock or a
combination of these. If present conditions continue
well into next year, GPU would expect to offer addi¬
tional shares to stockholders rather than resort to bor¬
rowing.
Gulf Interstate Gas Co., Houston, Tex.

Sept. 16 company applied to the FPC for authority to
construct an 860-mile pipeline extending from southern
Louisiana to a point in northeastern Kentucky. This
project would cost about $127,887,000. Transportation of
gas is expected to commence by Nov. 1, 1954.
• Indiana & Michigan Electric Co.
Nov. 6 it was reported company plans to issue and sell
in 1953 some bonds and/or preferred 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 & Co.
Inc.; Kuhn, Loeb & Co.; The First Boston Corp.; UnionSecurities Corp.; Harriman Ripley & Co., Inc. (2) for
preferred—Lehman Brothers; The First Boston Corp.:
Smith, Barney & Co.

Iowa-Illinois Gas & Electric Co. (1/27/53)
Nov. 3 it was reported company plans issue and sale of
$6,000,000 first mortgage bonds and 60,000 shares of
preferred stock (par $100). Proceeds—To repay bankloans and for new construction. Underwriters—To be
determined by competitive bidding. Probable bidders:
For bonds, Halsey, Stuart & Co. Inc.; Harriman, Ripley& Co. Inc., Union Securities Corp. and White, Weld &Co. (jointly); Equitable Securities Corp.; Glore. Forgan& Co.; Harris, Hall & Co. (Inc.); Lehman Brothers;Blyth & Co., Inc.; The First Boston Corp.; Smith, Barney& Co. For preferred, Blyth & Co., Inc.; Merrill Lynch,Pierce, Fenner & Beane; Glore, Forgan & Co.; Lehman
Brothers: Salomon Bros. & Hutzler and Union Securities
Corp. (jointly); Kidder, Peabody & Co.; Harriman, Rip¬ley & Co. Inc. Bids— Tentatively scheduled to be re¬ceived at 11 a.m. (CST) on Jan. 27.

Kansas City Power & Light Co.
Sept. 15 company announced that it plans to issue and
sell late.in, 1952 $12,000,000 principal amount of first
mortgage bonds Underwriters — To be determined bfcompetitive bidding. Probable bidders: Halsey. Stuart& Co. Inc.: Glore, Forgan & Co.: Blyth & Co.. Inc. andLazzard Freres & Co. (jointly); The First Boston

Continued on page 46
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Corp.; White, Weld & Co. and Shields & Co. (jointly);
Smith, Barney & Co.; Kuhn, Loeb & Co., Salomon Bros.
& Hutzler and Union Securities Corp. (jointly); Equit¬
able Securities Corp.; Lehman Brothers and Bear,
Stearns & Co. (jointly); Harriman Ripley & Co., Inc.
Proceeds—For new construction.

Laclede Gas Co.
Oct. 1 it was reported company may issue and sell $10,-
000,000 to $12,000,000 of securities, probably bonds.
Proceeds—For new construction. In August of last year.,
an issue of $8,000,000 '3%% first mortgage bonds due
1976 was placed privately through Lehman Brothers and
Merrill Lynch, Pierce, Fenner & Beane.
* Macy (R. H.) & Co.
Nov. 13 it was reported company may do some financing
in 1953 in the form of debentures or long-term bank
loans. Previous financing was done privately through
Lehman Brothers.

Mansfield Tire & Rubber Co.

Oct. 1 it was reported company plans issuance and sale
of a convertible preferred stock issue. Underwriter—A.
G. Becker & Co. Inc., Chicago, 111. ,

MidSouth Gas Co.

Sept. 23 company was authorized by FPC to construct
191 miles of natural gas pipeline and to acquire an exist¬
ing 38-mile line from Arkansas Power & Light Co. at an
aggregate estimated cost of $4,524,200. Stock financing in
July, 1951, was underwritten by Equitable Securities
Corp.; T. J. Raney & Sons: and Womeldorff & Lindsey.

Narragansett Electric Co.
Oct. 7 it was reported company plans issuance and sale
of about $10,000,000 first mortgage bonds, series D. Pro¬
ceeds — To repay bank loans and for new construction.
Underwriters—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb
& Co. and Glore, Forgan & Co. (jointly); Salomon Bros.
& Hutzler; Kidder, Peabody & Co. and Stone & Web¬
ster Securities Corp. (jointly); Lehman Brothers and
Goldman, Sachs & Co. (jointly); Union Securities Corp.;
The First Boston Corp.; White, Weld & Co. Offering-
Expected late this year or early in 1953.
New England Telephone & Telegraph Co.

Oct. 21 directors authorized an offering to stockholders
of 232,558 additional shares of capital stock at the rate
of one new share for each 10 shares held. Price—At par
($100 per share). Proceeds — For repayment of bank
loans, etc. Underwriter—None. American Telephone &
Telegraph Co. holds about 70% of the presently out¬
standing capital stock. Offering—Expected in December.

New Orleans Public Service Inc.

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 bidderr.
Halsey, Stuart & Co. Inc.; Lehman Brothers; Kidder,
Peabody & Co. and Stone & Webster Securities Corp
(jointly); Equitable Securities Corp.;1 Union Securities
Corp. Bids—Originally scheduled to be received on

Dec. 15 have been postponed until around the end of
the first quarter of 1953.

* New York Central RR. (12/17)
Nov. 14 it was announced company expects to receive
bids on Dec. 17 for the purchase from it of $11,625,000
equipment trust certificates. Probable bidders: Halsey,
Stuart & Co. Inc.; Salomon Bros. & Hutzler.
New York, Chicago & St. Louis RR. (12/3)

Bids are expected to be received by the company on
Dec. 3 for the purchase from it of $2,430,000 equipment
trust certificates. Probable bidders: Halsey, Stuart &
Co., Inc.; Salomon Bros. & Hutzler.
New York, New Haven & Hartford RR.

Oct. 31 it was announced company plans to issue and
sell $14,000,000 of bonds. Proceeds—Together, with other
funds, to refund $14,482,000 Harlem River & Port Chester
first mortgage 4% bonds due May 1, 1954. Underwriter
—To be determined by competitive bidding. Probable
bidders: Halsey, Stuart & Co. Inc.; Kidder, Peabody &
Co.; Kuhn, Loeb & Co.; Morgan Stanley & Co.; The
First Boston Corp.; Smith, Barney & Co. Bids—Expected
to be received late in November or early in December.

Northern Indianp Public Service Co.
Sept. 18 it was reported company may issue and sell
shortly after the close of this year some additional pre¬
ferred and common stock. Underwriters—May be Cen¬
tral Republic Co. (Inc.), Blyth & Co., Inc. and Merrill
Lynch, Pierce, Fenner & Beane.

Northern Natural Gas Co., Omaha, Neb.
Sept. 17 company sought FPC authority to construct
pipeline facilities to cost an estimated $69,826,000. This
would include about 442 miles of main pipeline addi¬
tions; installation of a total of 73,600 h.p. in new and
existing compressor stations; and numerous branch line
additions. Probable bidders for debentures or bonds;
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; The First
mortgage pipeline bonds, and preferred and common
Boston Corp; and Kidder, Peabody & Co. (jointly). Com¬
mon stock financing will probably be done via rights.
• Northern Pacific Ry. (11/20)
Bids will be received by the company up to noon (EST)
on Nov. 20 at 14 Wall St., New York, N. Y., for the pur¬
chase from it of $6,375,000 equipment trust certificates
to be dated Dec. 16, 1952 and to mature ia 15 equal
annual installments. Probable bidders: Halsey^ Stuart& Co. Inc., Salomon Bros. & Hutzler.
Ohio Edison Co.

Nov. 10 company announced it plans issue and sale,
early in 1953, of 150,000 additional shares of preferred
stock (par $100) and 479,846 additional shares of com¬

mon stock (par $12). Proceeds—To finance construction
program. Underwriters—To be determined by competi¬
tive bidding. Probable bidders: (1) For preferred stock:
Morgan Stanley & Co.; Lehman Brothers and Bear,
Stearns & Co. (jointly); W. C. Langley & Co.; Glore,
Forgan & Co. and White, Weld & Co. (jointly); The First
Boston Corp. (2) For common stock: Merrill Lynch,
Pierce, Fenner & Beane and Kidder, Peabody & Co.
(jointly); Lehman Brothers and Bear, Stearns & Co.
(jointly); Morgan Stanley & Co.; The First Boston Corp.
Ohio Power Co. (1/20/53)

Oct. 28 it was reported company plans to issue and sell
$22,000,000 of first mortgage bonds and 100,000 shares of
preferred stock (par $100). Proceeds — To repay bank
loans and for new construction. Underwriters — To be

determined by competitive bidding. Probable bidders:
(1) For bonds, Halsey, Stuart & Co., Inc.; The First
Boston Corp.; Union Securities Corp. and Salomon Bros.
& Hutzler (jointly); Kuhn, Loeb & Co., Harriman Ripley
& Co., Inc. and Stone & Webster Securities Corp.
(jointly); Blyth & Co. Inc.; Glore Forgan & Co. (2)
For preferred stock, Blyth & Co., Inc.; Dillon, Read &
Co., Inc.; Harriman Ripley & Co., Inc. and Stone &
Webster Securities Corp. (jointly); Glore, Forgan & Co.;
Lehman Brothers; The First Boston Corp.; Union Securi¬
ties Corp. and Salomon Bros. & Hutzler (jointly). Bids—
Tentatively expected to be received on Jan. 20 at 11 a.m.

(EST). Registration—Scheduled for Dec. 18.

it Oklahoma Gas & Electric Co.
Nov. 13 it was announced company plans to issue and
sell additional common stock at about a one-for-ten
basis .(2,411,945 shares of common stock outstanding).
Proceeds—For new construction. Underwriters—May be
determined by competitive bidding. Probable bidders:
Lehman Brothers; The First Boston Corp.; Smith, Bar¬
ney & Co. and Harriman Ripley & Co., Inc.
Pacific Associates, Inc.

Sept. 13 it was reported corporation plans to sell publicly
an issue of prior preference stock to finance expansion of
Kaar Engineering Corp. of Palo Alto, Calif.
Pacific Northwest Pipeline Corp.

Aug. 29 company filed a second substitute application
with the FPC proposing to construct a 1,384-mile trans¬
mission line extending from the San Juan Basin in New
Mexico and Colorado to market areas in the Pacific
Northwest. Estimated overall capital cost of the project
is $179,000,000. Financing is expected to consist of first
mortgage pipe line bonds and preferred and common

stocks, and is expected to be completed by April, 1953
Underwriters—White, Weld & Co. and Kidder, Peabody
& Co., both of New York, and Dominion Securities Corp.,
Ltd., Toronto, Canada.
Pan-American Sulphur Co., Dallas, Tex.

Oct. 23, J. R. Patten,1 President, said that it is planned
to float an issue of about $3,000,000 of common stock
(probably around 450,000 shares to be offered to stock¬
holders). Price—About $7 per share. Proceeds—For con¬
struction program. Underwriters—Kuhn, Loeb & Co. and
Carl M. Loeb, Rhoades & Co., both of New York/

Pennsylvania Power & Light Co.
Oct. 3 it was reported company may be planning to issue
and sell $10,000,000 of first mortgage bonds. Previous
bond financing was done privately through The First
Boston Corp. and Drexel & Co. If competitive, probable
bidders may include: Halsey, Stuart & Co. Inc.; The First
Boston Corp.; Equitable Securities Corp.; White, Weld &
Co.; Smith, Barney & Co.

Peoples Gas Light & Coke Co.
Oct. 24 it was announced that company and each of its
subsidiaries will issue mortgage bonds or other debt
securities. Proceeds—To finance construction programs.
Underwriters—To be determined by competitive bidders.
Probable bidders: Halsey, Stuart & Co. Inc.; The First
Boston Corp.; Glore, Forgan & Co.; Kuhn, Loeb & Co.
Public Service Co. of New Hampshire

Nov. 3 it was announced company plans to issue and
sell approximately $5,000,000 of bonds in May or June,
1953, and in the latter part of 1953 to issue sufficient
common shares to raise about $4,000,000. Proceeds—To
repay bank loans and for new construction. Under¬
writers—To be determined by competitive bidding.
Probable bidders: For bonds, Halsey, Stuart & Co. Inc.;
The First Boston Corp. and Coffin & Burr, Inc. (jointly);
Kidder, Peabody & Co.; White, Weld & Co. For stock,
Kidder, Peabody & Co. and Blyth & Co., Inc. (jointly);
Harriman Ripley & Co. Inc.

i Rockland Light & Power Co.
Nov. 12, F. L. Lovett, President, announced company ex¬
pects to raise about $24,000,000 in the next two years
through sale of bonds, and preferred and common stock,
viz: $5,500,000 of first mortgage bonds and $5,500,000
prefererd stock in 1953 and $6,000,000 bonds, $6,000,000
preferred stock, and $1,000,000 common stock in 1954.
Proceeds—For expansion program. Underwriters — For
bonds and preferred stock may be determined by com¬
petitive bidding. Probable bidders: (1) For bonds—Hal¬
sey, Stuart & Co. Inc.; First Boston Corp. and Salomon
Bros. & Hutzler (jointly); Stone & Webster Securities
Corp.; Lehman Brothers, Bear, Stearns & Co. and A. C.

.. Allyn & Co., Inc. (jointly); Merrill Lynch, Pierce, Fen¬
ner & Beane; Estabrook & Co. (2) For preferred—Stone
& Webster Securities Corp.; Lehman Brothers; W. C.
Langley & Co.; Estabrook & Co. and Kidder, Peabody &
Co. (jointly)'. Common stock will probably be offered
for subscription by stockholders.

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.

Underwriter—Blyth & Co., Inc. handled previous pre¬
ferred stock financing.
• Seaboard Air Line RR. (12/2)
Bids will be received up to noon (EST) on Dec. 2 at
office of Willkie, Owen, Farr, Gallagher & Walton, l!j
Broad St., New York 5, N. Y., for the purchase from
the company of $5,700,000 equipment trust certificates,
series M, to be dated Dec. 1, 1952 and to mature in 30
equal semi-annual installments. Probable bidders: Hal¬
sey, Stuart & Co. Inc.; Salomon Bros. & Hutzler.

Sinclair Oil Corp.
Oct. 28 it was announced company plans to issue and
sell a total of $101,758,900 of new convertible subor¬
dinated debentures, which are first to be offered for sub¬
scription to comon stockholders at rate of $100 of deben¬
tures for each 12 shares of stock held. Price—To be de¬
termined at a later date. Proceeds—To retire $40,000,000
of bank loans and for expansion program. Offering-
Expected some time in January. Registration—Expected
after Dec. 18. Underwriters—Smith, Barney & Co. and
Merrill Lynch, Pierce, Fenner & Beane, both of New
York.

Southern Natural Gas Co.
Nov. 3 FPC authorized company to construct pipeline
facilities estimated to cost $32,518,500. On Sept. 15
it had been announced that the company expects to
sell additional bonds during the first six months of.
1953 in the amount then permissible under its mortgage,
indenture, and to provide for other permanent financing,
by the sale of additional first mortgage bonds or other
securities in such amounts as may be appropriate at the
time. Probable bidders for bonds: Halsey, Stuart & Co.
Inc.; Kuhn, Loeb & Co.; The First Boston Corp., Blyth
& Co. Inc. and Kidder, Peabody & Co. (jointly). Any
stock financing may be via stockholders.
Southern Ry.

Oct. 16 it was announced stockholders will vote Nov. 21
on approving a proposal to issue up to $89,643,000 of re¬
funding bonds to provide funds to refund a like amount
of bonds which mature up to and including Nov. 1, 1956.
Underwriters—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb
& Co.; Morgan Stanley & Co.
Southwestern Development Co.

Oct. 3 it was reported sale of this company's common
stock (at least 260,000 shares) by Sinclair Oil Corp. is
planned. Underwriter — Union Securities Corp., New
York.

Southwestern Public Service Co.
Aug. 4 it was reported that company may do some addi¬
tional common stock financing (with offer to be made
first to stockholders) and use the proceeds toward ita
construction program which, it is estimated, will involve
approximately $23,000,000 for the year ended Aug. 31,
1953. Additional bond and preferred stock financing
may also be necessary; this previously was done pri¬
vately. Underwriter—Dillon, Read & Co. Inc., New York.
•• Texas-Ohio Gas Co.
Nov. 7 FPC denied company's application to build a

1,406-mile pipeline extending from Texas into West
Virginia at an estimated cost of about $185,000,000. Un¬
derwriter—Kidder, Peabody & Co., New York.
Toledo Edison Co.

Oct. 3 it was reported company plans issue and sale of
$7,500,000 first mortgage bonds and 500,000 shares of
common stock. Proceeds—For construction program. Un¬
derwriters—For bonds, to be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Equitable Securities Corp. and Salomon Bros. & Hutz¬
ler (jointly); Carl M. Loeb, Rhoades & Co.; Kidder, Pea¬
body & Co.; The First Boston Corp. The common stock
offering may be underwritten by The First Boston Corp.
In 1950, the following group bid for common stock issue:
Merrill Lynch, Pierce, Fenner & Beane; Blyth & Co.,
Inc.; Smith, Barney & Co. and Collin, Norton & Co.
(jointly); Lehman Brothers, Harriman Ripley & Co.,
Inc., Bear, Stearns & Co. and Carl M. Loeb, Rhoades &
Co. (jointly); W. C. Langley & Co. Offering—Of bonds,
probably in November; and of stock, later in 1952.

Union Planters National Bank, Memphis, Tenn.
Oct. 31 it was announced company plans issuance and
sale to stockholders of 100,000 shares of capital stock
(par $10) on a one-for-five basis. Price—$32 per share.
Proceeds—To increase capital and surplus. Underwriter
—Equitable Securities Corp., Nashville, Tenn.

United States Pipe Line Co. (Del.)
Sept. 25, 1950 it was announced that this company had
been formed to build, own and operate a petroleum
products pipeline from the Texas Gulf Coast to St. Louis,
Chicago and other midwest markets to operate as a

"

"common carrier." The initial financing has been ar¬
ranged for privately with no public offering expected
for at least two years. E. Holley Poe and Paul Ryan, of
70 Pine St., New York, N. Y., are the principal officers
of the corporation. Underwriters—Probably Dillon, Read
& Co. Inc. and Glore, Forgan & Co., both of New York.

Wabash RR. (12/10)
Bids will be received by the company on or about Dec.
10 for the purchase from it of about $6,000,000 equipment
trust certificates. Probable bidders: Halsey, Stuart & Co.
Inc.; Salomon Bros. & Hutzler.

Western Natural Gas Co.

Sept. 2 stockholders approved the creation of an author¬
ized issue of 500,800 shares of preferred stock (par $30),
of which the company plans to offer about 170,000 shares
as convertible preferred stock (carrying a divirip^a -ate
of about 5%) for subscription by common stockholders
on a l-for-20 basis. Proceeds— To redeem 2,053 out¬
standing shares of 5% preferred stock (par $100), to
retire bank loans and for new construction. Traditional
Underwriter—White, Weld & Co., New York.
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Harold Marache
Harold Marache, associated with

Cohu & Co., New York City,
passed away at the age of 61.

SITUATION WANTED

CASHIER

and Bookkeeper available
because of reorganization of
firm. Twenty years' experi¬
ence in over-the-counter se¬

curities, including Municipals.
Box B 1120. Commercial and
Financial Chronicle, 25 Park
Place, New York 7.

DIVIDEND NOTICES

LOEW'S INCORPORATED
MEM PICTURES • THEATRES • MGM RECORDS

November 19, 1952
The Board of Directors has declared
a dividend of 20c per share on the
outstanding Common Stock of the
Company, payable on December 19,

1952, to siockholders of record at the'close of
business on December 9, 1952. Checks will
be mailed.

CHARLES C. M0SK0WITZ
Vice Pres. & Treasurer

AtlasCorporation
33 Pine Street, New York 5, N.Y.

Dividends on Common Stock

A regular quarterly dividend of 40(l
per share has been declared payable
December 20. 1952 to shareholders
of Atlas Corporation of record at
the close of business November 29,
1952.

A special dividend of 1 / 50th of a
share of Common Stock of Airfleets,
Inc. has also been declared to share¬
holders of Atlas Corporation dis¬
tributable January 5,1953, to holders
of record at the close of business on

November 29, 1952. Scrip Certifi¬
cates will be issued in respect of re¬

sulting fractional shares.

Walter A. Peterson, Treasurer
November 17, 1952.

Manufacturers of

ie american
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55 1952. 55
■■ G. W. THORP, JR. JS
■■ Treasurer ■■
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"THE GREATEST NAME

N WOOLENS"

AT the meeting of the Board ofDirectors of American Woolen
Company, held today, the following
dividends were declared:
A regular quarterly dividend of

$1.00 per,share on the $4 Cumula¬
tive Convertible Prior Preference
Stock payable December 15, 1952 to
stockholders of record December 1,
1952. • '

A regular quarterly dividend of
$1.73 per share on the 7% Cumula¬
tive Preferred Stock payable Janu¬
ary 15. 1953 to stockholders of
record December 31, 1952.
Transfer books will not be closed.
Dividend checks will be mailed

by the Guaranty Trust Company of
New York.

m ,

F. S. CONNETT,

November 19, 1952. Treasurer.

Revel Miller Adds
(Special to The Financial Chronicle)

t LOS ANGELES, Calif. — Miles
B. Larson has become affiliated
with Revel Miller & Co., 650
South Spring Street, members of
the Los Angeles Stock Exchange.
He was formerly with Daniel
Reeves & Co.

DIVIDEND NOTICES

BRIGCS & STRATTON

CORPORATION

(BriggsLStrattoiQ \

DIVIDEND

The Board of Directors has declared a

quarterly dividend of twenty-five cents:(25c);
per share and "an extra dividend of one

dollar and ten cents ($1.10) per share, on
the capital stock (without par value) of
the Corporation, payable December 15, 1952,
to stockholders of record November 28, 1952.

L. G. REGNER, Secretary.
November 18, 1952.

With King Merritt Co.
(Special to The Financial Chronicle)

VENICE, Fla. — Frajiklin N.
Mulhern is connected with King
Merritt & Co., Inc.

DIVIDEND NOTICES

CITY INVESTING COMPANY
25 BROAD STREET, NEW YORK 4, N. Y,
The Board of Directors of this company on

November 19, 1952, declared the regular quar¬
terly dividend of $1,375 per share on the
outstanding 5V2% Series Cumulative Preferred
Stock of the Company, payable January 1, 1953,
to stockholders 01 record at the close of busi¬
ness on December 15, 1952.
The Beard of Directors of this company on

November 19, 1952, declared a dividend of 20
cents per share on the outstanding Common
Stock of the company payable December 15,
1952, to stockholders of record at the close of
Lus.ness on December 1, 1952.

TEXAS GULF SULPHUR COMPANY
The Board of Directors has declared a divi¬
dend of $1.00 per share and an additional
dividend of 75 cents per share on the Com-

r -pany's capital stock, payable December 15,
1952, to stockholders of record at the close
of business November 24, 1952.

E. F. VANDERSTUCKEN, JR.,
Secretary

COMMERCIAL SOLVENTS

Corporation
DIVIDEND No. 72

A dividend of twenty-five cents

(25c) per share has today been de¬
clared on th.e. outstanding common

stock of this Corporation, payable on
December lv^'1952, to stockholders
of record at tl& clAse of business on

December 1, 1&52.
1 A. R. BERGEN,

Secretary.
November lZv&952.

J

COLUMBIA PICTURES
CORPORATION

The Board of Directors has

this day declared a dividend
of' twenty-five (25c) cents

per share on its Common
Stock and Voting Trust Cer¬
tificates for common stock,

payable December 18. 1952
to stockholders of record De¬

cember 4, 1952.

There was also declared a

stock dividend of two and

one-half per cent (2///,)
on the Common Stock and Voting Trust
Certificates for common stock of the Cor¬

poration, pay; hie in common stock on Janu¬
ary 19, 1953 to stockholders of record De¬
cember 5, 1952. Cash will be paid where
fractional shares of Common Stock are dtie.

A. SCHNEIDER,
Vice-Pres. and Trcas.

New York, November 18, 1952.

AMERICAN

CO-MPANY

PREFERRED DIVIDEND

The Board of Directors of Ameri¬
can Cyanamid Company today
declared a quarterly dividend of
eighty-seven and ' one-half cents

<87%<•) per share on the outstand¬
ing shares of the Company's 3 V2 %
Cumulative Preferred Stock. Series
A and Seriek- B. payable January 2,
1953. to theSJiolders of such stock
of record ab, the close of business
December 3, 1952.

COMMON DIVIDEND
The Boardfof Directors of Ameri¬

can Cyanamtid Company today de¬
clared a quarterly dividend of fifty
cents (50c) per share on the out¬
standing shares of the Common
Stock of the Company, payable
December 23, 1952, to the holders
of such stock of record at the close
of business December 3, 1952.

R. S. KYLE, Secretary

New York, November 18, 1952.

International Salt
company

DIVIDEND NO. 154

A dividend of ONE DOLLAR

a share has been declared on the

capital stock of this Company,
payable December 18, 1952, to
stockholders of record at the

close of business on December

4, 1952. The stock transfer
books of the Company will not
be closed.

HERVEY J. OSBORN
Exec. Vice Pres. & Sec'y.

Irving Trust

Company
One Wall Street, New York

November 13, 1952

The Board of Directors has this

day declared a quarterly dividend
of 25 cents and an extra dividend
of 10 cents (total 35 cents) per

share on the capital stock of this
Company, par $10, payable De¬
cember 19, 1952, to stockholders
of record at the close of business
November 21, 1952.

STEPHEN G. KENT, Secretary

150TH

ANNIVERSARY
1802 1952

☆

E.I. DU PONT DE NEMOURS & COMPANY

Wilmington, Delaware, November 17, 1952

The Board of Directors has declared this day
regular quarterly dividends of $ 1.12'/2 0
share on the Preferred Stock—$4.50 Series
ond 87Vs*} a share on the Preferred Stock
—$3.50 Series, both payable January 24,
1953, to stockholders of record at the close
of business on January 10, 1953; also
$1.00 a share on the Common Stock as

the year-end dividend for 1952, payable
December 13, 1952, to stockholders of
record at the close of business on Novem¬
ber 24, 1952.

L. DU P, COPELAND, Secretary

Louis A. Vila Opens
WESTMINISTER, Colo.—Louis

A. Vila is engaging in the Securi¬
ties business from offices at 7618
Raleigh Street.

DIVIDEND NOTICES

Newmont Mining
Corporation
Dividend No. 97

On November 18, 1952, a dividend of One
Dollar ($1.00) per share was declared on the
2,658,230 shares of the Capital Stock of New-
mont Mining Corporation now outstanding,
payable December 12, 1952 to stockholders of
record at the close of business November 28,
1952.

WILLIAM T. SMITH, Treasurer
New York, N. Y., November 18, 1952.

DIVIDEND NOTICES

UNITED FRUIT COMPANY
214th

ConsecutiveQuarterlyDividend
A dividend of seventy-five cents

per share on the capital stock of
this Company has been declared
payable Jan. 15,1953 to stockhold¬
ers of record Dec. 12,1952.

■\ EMERY N. LEONARD
Secretary and Treasurer

Boston, Mass., November 17,1952

The Board of Directors of

PITTSBURGH

CONSOLIDATION

COAL COMPANY

at a meeting held tcday, declared a quarterly
dividend of 75 cents per share on the Com¬
mon Stock of the Company, payable on
December 12, 1952, to shareholders of rec¬
ord at the close of business on November 28,
1952. Checks will be mailed.

Charles E. Beachley,
Secretary-Treasurer

November 17, 1952.

roriTi

REEVES BROTHERS, inc.
DIVIDEND NOTICE

A quarterly dividend of 30c per
share has been declared, payable
December 12, 1 952, to stockholders
of record at the close of business

December 2, 1952. The transfer
books of the Company will not be
closed.

J. E. REEVES, Treasurer
November 17, 1 952.

The UNITED Corporation
The Board of Directors has

declared a semi-annual divi¬

dend of 10 cents per share,
plus an extra dividend of 5
cents per share on the COM¬
MON STOCK, both payable •

December 18, 1952 to stock¬
holders of record at the close

of business November 26,
1952.

i Wm. M. Hickey,
President

November 13, 1952

Tennessee Gas

Transmission

Company
DIVIDEND NO. 21

The Board of Directors has de¬

clared a quarterly dividend of 35£
per share on the Common Stock,
payable January 2, 1953 to
stockholders of record on

December 8, 1952.

W.D. WALSER,
Secretary.

UNITED GAS
CORPORATION

SHREVEPDRT, LOUISIANA

Dividend Notice

The Board of Directors has this date
declared a dividend of thirty-one and
one-quarter cents (31Kf) Per share
on the Common Stock of the Corpora¬

tion, payable January 2, 1953, to stock¬
holders of record at the close of busi¬
ness on December 15, 1952.

B. H. Winham

November 19, 1952 Secretary

Dividend Number 4 on 4.40%
Cumulative Preferred Stock

Regular Quarterly
Dividend on Common Stock

The Directors of Diamond
Alkali Company have on
November 10, 1952, declared
a dividend of $1.10 per share
for the quarter ending De¬
cember 15, 1952, payable
December 15, 1952, to hold¬
ers of 4.40% Cumulative Pre¬
ferred Stock of record No¬
vember 25. 1952, and a regu¬
lar quarterly dividend of 37^
cents per share, payable De¬
cember 10, 1952, to holders
of Common Capital Stock of
record November 25, 1952.

DONALD S. CAKMICHAEL,
Secretary

Cleveland, Ohio,November 11,1952

DIAMOND ALKALI COMPANY

QUARTERLY DIVIDENDS

Dividends of $1.02 a share on the

4.08%CumulativePreferredStock,
$1.17'/2 a share on the 4.70% Cu¬

mulative Preferred Stock, 35 cent,
a share on the $1.40 Dividend

Preference Common Stock, and 40
cents a share on theCommonStock,
have been declared for the quarter
ending December 31, 1952, all
payable on or before December

23, 1952 to holders of record at

the close of business on November

28, 1952.
GEORGE H. BLAKE

President

^PUBLIC SERVICE
CROSSROADS OF THE EAST

CITIES SERVICE COMPANY

Dividend Notice

The Board of Directors of Cities Service Company on November
6, 1952 declared a quarterly dividend of one dollar ($1.00) per
share on its $10 par value Common stock. <The board also de¬
clared a year-end dividend of one dollar ($1.00) per share on

such stock. Both dividends are payable December 15, 1952 to
stockholders of record at the close of business November 21,1952.

W. ALTON JONES, Presided
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BUSINESS BUZZ

WASHINGTON, D. C.—Of the
major pillars of the New Deal-
Fair Deal, the one which it al¬
ready may be suspected will be
under a most serious attack is
the Reciprocal Trade Agree¬
ments Act. This key Democratic
enactment must be considered

by Congress next year unless it
is to be allowed to die, for it
legally expires June 12, 1953.

Curiously enough, it is likely
to come under attack despite the
probability that there is poten-

- * ftially a majority in Congress
favorable to moderation in tariff
matters. For those mid-Western

Republicans opposed to recipro¬
cal tariff in almost any form,
there will be replacements from
Southern Democrats. Probably
the dominant elements in the
GOP would go along with a
modified trade agreements pro-

A£J gram.

Over the long period of years
the State Department has devel¬
oped an approach toward the
reciprocal trade agreements pro¬
gram which has kept kindled a

"hostility toward that program.
That State Department attitude
may be more important than
"protectionist" sentiment in put¬
ting the future program in jeop¬
ardy. In particular:

(1) Congress resents the "one¬
sided" attitude of the State De¬

partment on the question of
tariffs and trade.

Eegardless of monotonously
successive increases in the re¬

strictions which the British Gov¬
ernment has placed upon im¬
ports from the United States,
the voice of the State Depart¬
ment has never been heard

audibly, at least, in protest.
Britain's successive strictures

upon America's trade have been

ttaken, actually or ostensibly, to
protect her exchange position.
The State Department has con¬

fined itself to inquiring diffi¬
dently to ascertain that the
degree of the restrictions were

(commensurate with the objec¬
tive' of avoiding an exchange
•crisis.

Canada Threatens Retaliation

^ Canada's relations with the
United States present a sharper
•example of this "one - sided"
State Department attitude.
Canada proclaims herself as

the champion of multilateral
trade and perhaps the outspoken
critic of the nasty Republicans
in Congress who now and then
take a swipe at imports, such as
Sec. 104 of the Defense Produc¬
tion Act, the so-called "cheese
amendment." Canada's senti¬
ments against a GOP victory in
the United States were all but

unanimously recorded in the
press of Canada, stopping short
of an official, on-the-record en¬

dorsement of Stevenson by any
responsible official of the Cana¬
dian Government. The chief
ostensible reason was "Republi¬
can tariffs."

Nevertheless, Canada main¬
tains a generally high tariff
upon completely manufactured
goods. Canada is the one coun¬

try in the world which has
worked the "infant industry"
protective tariff scheme to its

maximum, placing tariffs high
where U. S. manufacturers at¬

tempted to ship completed con¬

sumer articles, and low upon

semi-manufactures where the

U. S. manufacturer would estab¬

lish a branch plant in the Do¬

minion to assemble and partly
" manufacture the U. S. product in

Canada. Canada also is careful to
keep the tariff low on not only
semi-manufactures, but on the
machinery and equipment which
she cannot produce but must
purchase from the United States
for her capital expansion.
Besides never calling atten¬

tion to Canada's high tariff wall
against completed American
manufactures, the State Depart¬
ment has likewise neglected to
give Congress any credit for
appropriating funds to provide
enormous markets for Canadian
products under economic aid.
For example, according to the

report of the Mutual Security
Administration, the U. S. pur¬
chased $490,700,000 of Cana¬
dian bread grains, almost all
wheat, during four years of the
Marshall Plan. This wheat was

paid for with U. S. dollars and
given to European clients of the
Marshall Plan.

Including the $490,700,000 of
bread grains, the U. S. has pur¬
chased and given away an

aggregate of $603 million of
Canadian food and agricultural
items and $687 million worth of
other Canadian materials, chief¬
ly the metals, minerals, pulp,
paper, etc., which make up the
preponderance of Canada's ex¬

ports.
What arouses the irony of

some Congressmen is the fact
that in the face of this generous
effort Canada, before the Nov. 4
U. S. election, was threatening
to retaliate against the United
States for the so-called cheese

amendment, which is only a
matter of a few millions.

At a recent meeting of offi¬
cials of the General Agreement
on Tariffs and Trade, several
nations threatened retaliation

because of this cheese amend¬

ment. The State Department
figuratively hung its head in
shame and said, yes, yes, the
Congress had violated GATT.
Canada indicated her retaliation
would come sometime after the
U. S. election.

(Canadians at the time bet on
Stevenson as a sure winner and

planned to "retaliate" against
the U. S. after his inauguration,
collaborating with Stevenson to
thereby put the heat on Con¬
gress. In view of the develop¬
ments of Nov. 4 it is possible
the "retaliation" may be some¬
time coming.)
The Canadian situation, how¬

ever, illustrates, as one opponent
of reciprocal trade said pri¬
vately, a glaring incident of how
the State Department can see

only the ungenerous acts of
Congress toward imports but
not of foreign countries toward
U. S. trade.

Say Trade Should Be
Multilateral

_ (2) Another criticism of re¬
ciprocal trade as it has been

operated by the Stat^ Depart¬
ment, say critics of the De¬
partment, is that the U. S.
Administration has seemed to
be pre-occupied with attempting
to solve the "reciprocal trade"
problem only in terms of pro¬

moting U. S. purchases of for¬
eign goods.
Actually, they point out, the

purpose of the Reciprocal Trade
Agreements Act was to promote
multilateral trade rather than

access to the rich U. S. market

alone. There has been too much

concentration upon trying to
force U. S. purchases. It has
been the whole world allied

with State against alleged U. S.
trade restrictions.

Instead, it is asserted, the
State Department if reciprocal
trade is to be continued under
the Republican Administration,
should pay at least as much
attention to demanding that ad¬
herents to trade agreements and
GATT promote trade among one
another. The pre - occupation
with the U. S. market is tend¬

ing to disturb what should be
normal patterns of trade among
all the nations, now in the quest
of U. S. dollars.

(3) Critics of reciprocal trade
will harp upon the idea that
tariffs are not the only impedi¬
ments to trade. Some will assert
that the abolition of all U. S.
tariffs cannot cure the ills of the

high-cost economies of the so¬

cialist countries of Europe, that
perhaps if there were more

work and less loafing by the
labor of England and France
some of their trade problems
might be less acute.

(4) Finally, there is widespread
skepticism among both propo¬
nents and opponents of the
reciprocal trade program that
the State Department is truly
wedded to competitive, free in¬
ternational trade. The prime
example they cite was the late
"International Trade Organiza¬
tion," widely construed in Con¬
gress as a program to support
cartelization, and now a truly
dead duck.

Believe Public Housing
Will Survive

While reciprocal trade will
be under attack because a deci¬

sion must be made next year if
the program is not allowed to

die, many other pillars of the

New Deal-Fair Deal may es¬

cape a brush with Congress in
1953 simply because there will
be such a press of business.

Among other things, the new

Congress and Administration
will be pre-occupied with what
to do about lapsing taxes, if
anything, with an attempt to
work toward a balanced budget,
with dealing with the expiring
Defense Production Act, with
shaping a new mutual security
program, with revisions of the
Taft-Hartley Act, and with
some lesser problems.
There will be virtually no

possibility of debilitating T-H
beyond any amendments which
Senator Taft himself will ac¬

cept. As a matter of fact, a

substantial majority of Con¬
gress, unless stopped by the
White House and by Senator
Taft, is very likely to make a

serious effort to ban industry¬
wide bargaining. With White
House support this could prob¬
ably pass.

Public housing is likely to be
held down rather than abol¬
ished. Some of the more zealous
conservatives would like to wipe
this program off the statute
books. Neither the construction

industry, nor the majority of
conservatives, both of whom op¬
pose this program, however, are
likely to ask that this fight
against public housing be taken
on in 1953.

The chief question will be the
number of new units to be
authorized in 1953. Guesses

range from a minimum of 5,000
to a maximum of 35,000.
When the frontal attack upon

public housing does come, it is
more likely to take the form of

modification, it is said, rather
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than abolition. Modification!
might reduce somewhat the sub¬

sidy cost.

(This column is intended to reflecl\
the "behind the scene" interpreta'
tion from the nation's Capital and I
may or may not coincide with the \
"Chronicle's" own views.)

With Granbery, Marache
(Special to The Financial Cheonicle)

WINTER PARK, Fla.—James L|
Richmond has become associatt
with Granbery, Marache & Co|
Mr. Richmond was formerly witl
Craigmyle, Pinney & Co.

With Johnston E. Bell
(Special to The Financial Chronicle)

BRADENTON BEACH, Fla.
Robert L. Kramer is now asso¬

ciated with Johnston E. Bell

Co. in their recently o p e n e
Bradenton Beach office.

COMING

EVENTS
In Investment Field

Nov. 21, 1952 (Philadelphia, Pa.)
Investment Traders Associatior

of Philadelphia annual Spoi
Night at the Lincoln Room of the
Union League.

Nov. 30-Dec. 5, 1952
(Hollywood, Fla.)

Investment Bankers Associatioi
Annual Convention at the Holly¬
wood Beach Hotel.

Dec. 12, 1952 (Pittsburgh, Pa.)
Pittsburgh Securities Trader,

Association annual election anc

dinner at the William Penn Hotel!

Dec. 19, 1952 (San Francisco, Cal.)
San Francisco Security Traders

Association annual Christmas

party at the St. Francis Yach'
Club. ; .

Jan. 16, 1953 (New York City)
New York Security Dealers As¬

sociation 27th Annual Dinner a?
the Biltmore Hotel.

Sept. 14, 1953 (Sun Valley, Idaho)
National Security Traders Asso¬

ciation 20th Annual Convention.

Planning for Freedom anq

other Essays and Addresses—Lud-
wig von Mises—Libertarian Press
99 West 163rd Street, South Hol¬
land, Illinois—cloth—$3.00.

Credit Manual of Commercia

Laws: 1953—Henry H. Heimann
W. Randolph Montgomery, and
Richard G. Tobin, Editors—Na¬
tional Association of Credit Men
229 Fourth Avenue, New York 3,
N. Y.—cloth—$10.00.

For

Large Appreciation Potential

WE SUGGEST

RIVERSIDE CEMENT CO.
'

CLASS B (common) STOCK

A leading producer of cement
in fast-growing Southern Cali¬
fornia.

Analysis of this Company and
a review of the Cement Indus¬

try available on request.

Available around 17

LERNER & CO.
Investment Securities

10 Post Office Square, Boston 9, Mass,
Telephone

HUbbard 2-1990
Teletype
BS 69
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