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' EDITORIAL

- As We See It

Concatenation of a number of events has

“brought the international situation sharply to the
" fore. This same course of developments has led
. the President to make what is described as a
- %“major foreign policy address.” We are faced
i with vital issues, and, it may be, with epoch-
. making decisions. If one permits his imagination
_to run unchecked, it would not be difficult to
- convince oneself that the course of history for
* some time to come may well be shaped within .
' the next few months, or so it might well be if:
- the Russians are sineere and the Western powers
. prove themselves competent to meet the chal- .
“Ienges by which they are, or would be, faced.
At this moment it is far from fully clear what
- the new regime: in- Russia—if it is indeed really -
. a new regime—intends or is planning. It could
" be, of course, that all our hopes will ‘presently. -
! be dashed once more against the rocks of double:
i talk and double dealing. ‘These things can not
! be foretold at this moment, but it is certain that

we must not fail to take these overtures of the

' Kremlin seriously and at face value until events:
have proved them counterfeit. But this is only"

the beginning of the story. Even if we assume

. that the new masters in Moscow are now ready.

to yield their doctrinnaire nonsense and are pre-
pared to give up their zeal for world communiza-

tion—and in a real as well as a technical sense.
wish now to “co-exist” peacefully—even if all
this is true, problems fit to try the patience and.
test the statesmanship of:the world await those:
who must guide the destinies of the noncommu--

nist world.

None of us can afford to forget that neither

Continued on page 38

.and . accumulated the homes, plants,.

‘inflation. : )
... Why, “then, $hould anyone fear
. peace? ' The reason, as I understand

n i ” mnall
No Reason to Fear Peace
" By HON. GEORGE M. HUMPHREY *
) Secretary of the Treasury

Asserting we are not heading for a depression, Treasury
Secretary foresees a sounder U. S. economy despite arms
race. Reveals new Administration will move to achieve
a sound currency, but opposes tax reductions until a bal-
anced budget is achieved. Admits taxes are too high and

. should be revised to encourage more jobs and more pro-
 duction, while the National Debt should also be reduced.

Warns against excesses of speculation in a boom, and
urges dealing with readjustments when they are necessary :

. " There is no reason to fear peace.

" We are not-headed for depression. ¢
Some people in this country are talking as though

- they: were afraid of peace. Peace’is what we are work-

ing and striving to attain. To achieve
peace we are helping our. friends -
and strengthening our ‘own defenses,

- on -the-theory that.an ounce, of pre-

vention is worth_a pound of cure. In
‘peace America. grew great. It was in’
peace that we grew strong and rich

farms, mines and transportation, that -
saw us through two wars. It was
wars that brought us debts, taxes and

it, is that some’ people. fear for the
strength of our own economic posi-
tion if government spending for de-
fense is reduced. They fear a free
economy devoted to the pursuits of peace. Such think-
ing is entirely unjustified. We are not going to have a
depression in America whether we have an armistice, a
real peace, or continue to develop a proper and balanced
posture of defense. There is no reason for ‘a depression
unless we fail ourselves to do the things we ought to
do arid lack the couragé and the foresight to do them.
There will be' readjustments, of course. There are

Continued on page 20

George Humphrey

*An address by Secretary Humpﬁrey at the Annual Luncheon
Meeting of the Associated Press, New York City, April 20, 1953,

- Tongue in Cheek!

Stock purchase plans. offered by American business cor-
porations to their employees should not be regarded as
a public offering. SEC propcsed Form S-8 no genuine
simplification and press - conference ballyhoo only a
smoke screen to divert attcntion from valid criticism of
the Commission. SEC should mot injcct itself into em
ployee-employer relations. There shou!d be no registra-
tion requirements for employee stock purchase plans,
Relief sorely needed from seme registration requirements
“of primary public offerings. SEC should direct its efforts-

& 5 along those lizes.

-The longer we consider some of the octopus-
like activities of the Securities and’ Exchange
Commission, the ‘more convinced we become of
the correctness of the view that the Commission
ought to be abolished, and that definitive legisia-

" tion be enacted containing the existing safeguards
" against a recurrence of the objectionable practices
- of the late ’20s. .

“This sentiment'is. provoked by the recent SEC

" release offering a proposed Form S-8 which deals

' - with employee stock purchase plans.

that this form is in-
tended to act as a simplification for the registra-

The Commission tells us

B fion under the Securities Act of 1933 of securities

_"to be offered for sale to company employees under
certain types of stock purchase and savings plans.

If the maze of instructions which constitute-
this new proposal be regarded as a simplification,
then indeed the original instructions and require-
ments for registration as they now exist'— and
mind you these are the creature of the SEC —
must be terrifying.

The need for the registration of securities
where the employer-employee relationship is in-
volved eludes us completely.

Why should any regulatory body in the securi-

Continued on page 44

SECURITIES NOW IN REGISTRATION — Underwriters, dealers and investors in cor-
porate securities are afforded a complete picture of issues now registered with the SEC
and potential undertakings in our “Securities in Registration” Section, starting on page 48.
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The Security I Like Best

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

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

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

Bank of America N. T. & S, A,

The complete - investment in
California is Bank of America.
And in the recorded history of
banking, no other bank has dem-
onstrated such :
growth so
swiftly and so
soundly.

The four
cornerstones
for the Bank’s
solid progress
are: (1) a phil-
osophy of
maximum
banking serv-
ice to the
greatest num-

(2) an enlight- of
H. T, Biry, Jr.
ment - em-

- | 'ployee staff which enthusiastically

translates into action the Bank’s

»philosophy of service, (3) Cali-

fornia — a growing state with a
diversified and dynamic economy,
and (4) an expanding, robust pop-
ulation.

During 1952, California chalked
up new records augmenting fur-

.ther its position of preeminence
“among the states of the Union. For
‘example: agricultural income
‘reached $2.7 billion, public and

private construction expenditures
exceeded $3.6 billion, personal in~-
dividual income from all sources
skyrécketed to $23 billion and 5
million of the state’s population
of 11.8 million were gainfully em-
ployed. The foregoing facts point
to a high level of business activity.
This in turn had a favorable im-
pact on Bank of America with its
538 statewide branches strategi-
cally located to render complete
and efficient banking services.
The word “growth” has become

“extremely fashionable in invest-

ment parlance in recent years. All
too often, claim to its usage leaves
one dubious when the facts con-
cerning some institutions are care-
fully scrutinized. The word
“growth” as applied to Bank of
America has validity based on its
record as a bank and ag an invest-
ment,

Fifteen years (1937-1952) pro-
vide a good historical setting to
measure the “growth” factors in
Bank of America. This period was
selected for two reasons: (a) 1937
was the year in which the Bank’s

stock first became available to the ,

public through distribution of a
portion of the holdings of Trans-
america Corporation and (b) 1937
also was a high-water mark for
security prices in general.

First, as a bank: resources in-
creased from $1.4 billion to $8.2
billion — a 485% gain. Deposits
increased from $1.3 billion to $7.4

“billion — a gain of 469%. Loans

and investments increased from

$1.1 billion to $6.4 billion — a gain §

of 481%. Customers served in-
creased from 2.1 million to 5.1
million — a gain of 142%. Number
of loans made increased from
476,000 to 2,472,000 — a gain of
419%. Capital funds (excluding
reserve for possible loan losses)
increased from $111.9 million to
$424.3 million — a gain of 279%.
Spectacular "gains in all of the
foregoing. factors .as a bank con-
stitute the raison d’etre for the
Bank of America as an investment
outside of its function as a pri-
vately owned public servant.

. Second, as an investment: dur-
ing the same period (1937-1952),
net profits increased from $12.8
million to $50.3 million — a gain

of 293%. Cash dividends paid in~
creased from $8.8 million to $38.4

:million — a gain of 336%. :
Appraised at. bid_prices, an in-

vestment in 100 shares of Bank of
America, valued at $4,525 at the
end of 1937, increased to 400
shares (through 2 stock dividends
and 1 split) worth $12,400 at the
close of 1952 — a gain of 174%:.
This is growth in the value factor.
The same investment produced
cash dividend income of $240
(5.1%) then .and $640 (13.5%)

¢ now. This is growth in the income
i yield factor. 'I'he same investment

produced earnings of $322 to sup-
port the dividends then paid. For
1952, earnings of $840 were pro-
duced to support the much larger
dividends paid. This is growth in

- the earnings factor.

When viewed from factors that

_count — earnings, dividends, in-

come yield and value — Bank of
America is. a sound. investment
with - built-in growth factors.
These are the end results of Bank
of America’s preeminence as a
bank based on a successfully prov-
en and continuing historical rec-
ord. It is not surprising, therefore,
to find its 220,000 stockholders
the sixth largest stockholder
group in the U. S. A. Numbered
among them are over 6,000 insti-
tutional investors, such as: sav-
ings banks, insurance companies,
investment trusts, foundations,
and labor, fraternal and fiduciary
organizations. " The number = of
stockholders grows daily and ' is
eloquent testimony that the
Bank’s record as an investment
commends itself to the investor
seeking sound value and.depend-
able income with growth. It has
been one way for the prudent in-
vestor (not interested in specu-
lating) to protect investment in-
come against the rising cost of
living and depreciation in prin-
cipal value as well as from the
experienced decline in the value
of the dollar. ’

Bank of America common 'is
traded in the over-the-counter
market,

BEN . S. LICHTENSTEIN

Partner, B. S, Lichtenstein & Co.,
New York City

Investment Co. of America
Stock Purchase Warrants

At this level of the market and
considering its action over the
past three months, many investors
and speculators are at a loss as
. to the proper

cu#  procedure.
The ideal
vehicle for
speculation
would be one
with unlim-
ited profit po-
tentials and
meager possi-
bility for loss.
Investment
Company of
America
Stock Pur-
chase War-
rants are such
a vehicle.

The Investment Company of
America is an open-end invest-
ment trust originally organized in
1933. At the end of 1952 it re-
ported total assets in excess of
$22 million. The portfolio is ex-
tremely well diversified and con-
tains many outstanding growth
situations. Both Moody’s In-
vestors Service and Standard &
Poor’s carry the complete port-
folio for anyone who cares to see
it in detail.

The company has in effrct a

B. S. Lichtenstein

.Charles A. Taggart
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This Week’s
Forum Participants and
Their Selections

Bank of America N. T. & S. A.—
H. Theodore Birr, Jr., President,
First California Co., San Fran-
cisco, Calif. (Page 2) .

Investment Co. of America Stock
Purchase - Warrants . — Ben S.
Lichtenstein, Partner, B. S.
Lichtenstein. & Co., New York
City. (Page 2)

Foremost Dairies, Inc.—Charles A.
Taggart, President, Charles A.
Taggart & Co., Inc., Philadel-
phia, Pa. (Page 2)

research and management con-
tract with Capital "Research &
Management Company which also
manages the - affairs- of Pacific-
American . Investors, Inc.  and
American Mutual Fund, Inc. The
three trusts managed by Capital
Research & Management Com-
pany have.done so well in the
past that it is reasonable to expect
stellar performances in the fu-
ture.

Each Investment Company of
America Stock Purchase Warrant
entitles the holder to buy 5.485
shares of common stock at $20.-
9664 per share in perpetuity.
These warrants, in- addition to
being a perpetual call at a low
price, give the investor the right
to buy a large number of shares.

At the present time the Invest-
ment Company of America stock
has a liquidating value of about
$11.80 per share. It has been esti-
mated - that if this liquidating
value should double, the warrants
would have a value of over $27.00
each without giving any weight to
the fact that they are perpetual. I
might add:that in 1942 the stock
was, selling around $6.50 per

share and the present value. is

approximately double that figure.
With the warrants available
under $3.00 it seems an unprec-
edented opportunity to participate
in any further rise in the market
while taking very little risk.

CHARLES A, TAGGART

President, Charles A. Taggart & Co.,
Ine,, Philadelphia, Pa.
Members, Philadelphia-Baltimore
Stock Exchange

Foremost Dairies, Inc.

Much is written and said about
growth companies engaged in the

development, production and sale,

of new products which under nor-
mal conditions
should meet
with consumer
approval and
result in
prosperous
operations.
I would like
. to write about
acompany
which is
growing
through the
acquisition
and - moderni-
zation. of al-
ready estab-
lished smaller
concerns
marketing products for which the
demand is well known.

At the start, I would like to
point out that while Foremost
Dairies, Inc. slogan is “The South’s
Largest Independent Dairy Com-
pany,’ acquisitions in 1952 have
increased Foremost’s territory by
seven states and 28 communities,
so that the company now serves
over 80 communities and their
surrounding areas in 18 states,
spanning the continent and rang-
ing from Minnesota to Florida, in
addition to overseas operations in
Hawaii, Guam, Okinawa and
Japan.

The present company was in-
corporated under New York laws

Continued on page 41
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The Road Ahead

By W. W. TOWNSEND*

President Townsend-Skinner & Co., Inc.
Investment Counselors, New York City

Investment counselor mzintains we cannot easily escape “fairly
soon” a period of readjustment, retrenchment and recession,
. but says there is strong probability that “we do not now face

a deep depression.”

Comments on danger of excessive use of

" credit and “still mounting invested pyramid of consumer debt.”

"In a world more than ordinarily
beset with uncertainties, it is not

to be expected that ‘any finite

mmd ean peer very far into the
future. There
are visible,

however, just.

enough of the
economic
“signs and
portents” to
warrant tw o’
conclusions:
The first
conclusion is
that we can-
not easily
‘escape - a pe-
riod of read-
justment, re-
trenchment
an d recession
some time fairly soon. This, in
fact, is already in progress. The
background for business and the
three major markets, as disclosed
in the banking figures, began to
deteriorate very early in 1951.
Commuodity prices reacted at once
and have about completed their
readjustment. Bond prices began
to break about six months later
~ and may have almost completed
- their  readjustment. Stock prices
are just now entering on their

W. W. Townsend

; read]ustment phase and it prob-

 ably is a fortunate thing that this

- recession- is a ““rolling” recession

in which the readjustments are
taking “place consecutively and
not concurrently.

~ - The - second -conclusion. is that

we do not face the strong prob-
ability of a deep depression ‘and,
- once our economic machinery has
been overhauled, we should be
able -to move forward into a
fairly protracted period of sound
rather than synthetic prosperity.
-'The word recession has come to
mean something. sinister. This is
- not good semantics. A recession is
a retreat from an abnormally high

level of activity to a normal level

of activity and is healthy.

A depression, on the other hand,
is a retreat from a normal level
of activity to a sub-normal level
of activity and is most unhealthy.
-It is sometimes hard to keep a
recession from extending itself
into a depression and it is true
that they look alike. The resem-

blance, however, is that between .

the glow of health and the flush
of fever.

We have an Adminstration in
Washington which is pledged to
a policy of retrenchment wher-
ever possible. This is already un-
der way. Their major problem is
to bring about a slowdown and
avoid a breakdown.

For years we have been for
,all the world like the little boy

*Abstract of an address by Mr. Town-
send before Group 3 of the Pennsylvania
State Bankers Association at Wilkes-
Barre, Pa. April 18, 1953.

‘them  have

on the bicycle for the first time.
The only way he can stay on is
to ride fast. He hasn’t learned how
to -slow down and step off. The

little boy always falls off, because .
he isn't strong enough.to pedal -
like. mad for very long. Russia ..
hopes we are that little boy. We

have .to 'prove that. our . recent
burst of ‘speed was from choice
rather -than necessity and we
really do know how to slow down.
It’s almost as simple as that.
Unfortunately for some of us,
the process of slowing down: can-
not be: uniform. Where excesses
are great, corrections must be
drastic. And we have several ex-
amples " of such excesses before
us, the most serious of which is
the almost fantastic growth of
consumer debt. This figure has
rocketed in seven and one-half
years from $5.6 billion to $24.3
billion and the growth of install-
ment debt has been even more
spectacular. This is up,

$16.7 billion, an increase of over
700%, with $3.3 billion of that

increase coming within the last

fourteen months.

The only valid criticism whlch
ever has been leveled. against our
own system of free-enterprise
capitalism has been the inflexi-

bility of debt. And the‘reason:
why this particular  diseussion :.

should be of much more than
academic interest to a group of
bankers 'is because their business
consists almost entirely of trans-
actions in dollars and in debts.
The finance industry in the
United States, of which you are
a part, is the greatest middleman
industry -the  world ‘has ever
known. Without it this country
could not have grown great. But
the power to create implies the
power to destroy and it is this
same finance industry which has
helped to produce our most press-
ing internal problems. Most of
involved the abuse
rather than the use of credit.

Credit, like alcohol, is only good
when used in moderation. Like
alcohol, also,.it is a stimulant at
first, a narcotic beyond a certain
point and in the end a deadly
poison. Those who provide 'the
credit which keeps the wheels of
industry spinning should recog-

nize their responsibility to see .

that it does not also _start the
heads of the industrialists to spin-~
ning.

Speaking more specifically, the
banker should discouragerather

than encourage the excessive use -

of . credit, particularly when the
loan does not produce an income
out of which it can be repaid. This

in the’
same period, from $2.0 billion to

.The Commercial and Financial Chronicle
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Book Values

By IRA U. COBLEIGH

Author of “Expanding Your Income”

A short reading stint about book publishing;. and the invest-
ment merit of certain literary-product companies whose shares
are publicly held. :

While the radio and television
have made their well known
inroads on the traditional read-
ing habits of the American people,
and tended to
make our
youngsters
more planet
pundits than
bookworms,
books, in all
truth, are in
no " danger of
joining the
trolley, the
celluloid col-
lar, the band
concert and
the stereop-
ticon, into the
non-repeating
section of his-
tory. Books are still our most
powerful educational tool, and
they do not have to be “light
reading” to gain great general
readership. The “Bible,” in the
United States, is a perennial
best seller, and the most pervasive
book, in its influence among us,
of all the works of literature.
Equally, and quite unfortunately,
“Das Capital” by Karl Marx,
although a dull, badly written,
prejudiced and error-laden tract
on political economy, was a
source book for Socialist England,
and, coupled with the “Commu-
nist Manifesto,” has . become a
virtual modern hible for the Com-
munist heresy.

On the lighter side, books such
as “Gone With the Wind,”
“Anthony Adverse” "and “The
Robe” have in book (and later
movie) form had a wide influ-
ence on our times, and have
helped to sustain the book read-
ing tradition of our peoples. And,
of course, our schools and colleges
have never swerved from their
major emphasis on text books as
a road to scholarship and wisdom.
We cannot quite agree with Fred
Allen’s classic. quip that the 20-
inch screen ‘has replaced ' the
“Five Foot Shelf”!

Granting, then, the durability of
the book in our sociological
scheme of things, it's appropriate
to inquire who puts them out,
are’ publishing companies profit-
able, and can you buy stock in
them?

.- About, the first question, book
publishing, unlike steel, railways,
or motor cars in America, is an
aggregation of small businesses.
Distinguished book family names,
such as Harper, Putnam, Bren-

Ira U, Cobleigh

tano, Doubleday, Scribners, Dut-
ton, etc., come to mind; and their
enterprises have usually been
privately owned and personally
managed by a small and closely
knit group. Thus it is not a
business where, historically, wide
ownership of the equity among
the general public was at all
common.

- The Macmillan Company

There are a few companies,
however, where for one reason
or another, stock purchase has
been made available to John Q.
Public. The Macmillan Company
is an example. Way back 110
years ago there opened in London
a book store, under the pro-
prietorship of Alexander and
Daniel Macmillan. It grew, and
in 1869 an American branch was
started which, in 1896, become
The Macmillan Company, with
its stock owned and controlled by
its British parent.

The march of years, plus the
internal British taxation and fi-
nancial erosion caused by two
World Wars, dictated, in 1951, the
sale of the American unit for
dollars; and today all save 5,000
common shares are owned in the
United States. And Macmillan is
quite a company, It has paid
dividends in every year since
1898, and while evidencing a lot
of corporate stability, this enter-
prise has by no means stagnated.
Macmillan is the largest publisher
in the U. S, in the general field,
and derives its sales and earnings
from a very broad base. Its com-
plete publishing list would em-
brace well over 7,000 titles, and
some~ 500 different books are
published each calendar year. The
screening of material for this
production is, in itself, an edi-
torial stint of mammoth propor-
tions, when you consider that
Macmillan is bombarded by over
7,500 manuscripts each year. Of
course, the mortality rate on
these. is bound. to -be high, but
editors can’t use a pitchfork type
of rejection. They have to look
’em all over. That’'s how they
can come up with a real beauty
every so often like “Gone With
the Wind” which sold- 10,000,000
copies and was the Macmillan
sensation of 1936.

Macmillan is the second largest
college text publisher, and for
1952 (fiscal year ending April
30) got about 30% of net sales
from . this and technical book

~Ever hear of it?

“—the, First National Bank of Hudson Falls, New York?
Well, recently we did, when we picked up an order to

buy 50 shares,

Not that it’s one of the 30 or 40 more popular issues we
maintain markets for. It isn’t. ‘

But someone had an idea

miles of private wire, and 1100 account executives

come up with a seller.
And they did.

that our 110 offices, 65,000
might - - -

A man in Minneapolis was quite willing to part with his

stock — for ‘a price.
Moral of the story?
one in particular,

Except that when it comes to buying

or selling bank stocks — whether they’re little known or

widely owned

dividends — when we're at

70 PINE STREET

Offices in 104 Cities

—even a 10¢ phone call can usually pay

the other end of the line.

- Trading Department

MERRILL LYNCH, PIERCE, FENNER & Brang

NEW YORK 5, N. Y.

|
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sources. Slipping down a little
in the educational ladder, Mac-
millan is also big in high school

" and elementary school texts.

Altogether, from kindergarten to
college and post grad, Macmillan
derives over 60% of its gross; and
if you will refer to population
growth statistics, particularly the
bumper crop of kids now on the
educational escalator, this text
trade should be pretty wonderful
for years to come.

What is called the Trade De-
partment, including a wide assort-
ment of popular titles, turned in

17% of sales for the 1952 year,"

but another GWTW, which bulged
the 1937 dividends to an all time
high, is always a possibility.
Finally, catalog . diversity
achieved by Medical and Religious
editions plus works for juveniles
and lovers. of the great outdoors.

Conservative Finances

About finances, the equity is’
merely 280,553 shares of common -

with a book (ledger not text)
value, most conservatively arrived
at, of approximately the current
market price of $21. Net current
assets are above $14 a share; and
good will, which must be worth
a couple of million, is meekly
stated on the last balance sheet
at $3.

The sustained dividend record
running back to 1898 was men-
tioned earlier. For the last 12
months, the dividends per share
(including extras) totalled $1.675.
For stability of investment,
quality of balance sheet, and divi-
dend durability, Macmillan Com-
pany beckons, The stock is traded
in the over-the-counter market.

American Book Company

Another company in the same
general line of endeavor is Ameri-
can Book Company, which showed
1952 net earnings of $472,000 or
$4.89 on each of 96,468 shares
outstanding. American Book is a
leader in publication of college
and school texts and it also offers
a line of juvenile books through
its Alladin Books division, In
1950, as a pioneer advance into
new educational techniques, this
company acquired a 50% interest
(with Decca Records) in Audio
Education .Inc.,, to produce and

distribute instructive records. The i

possibilities in this field are fa-

vorably regarded, and this proj- §

ect further diversifies company
operations.

American Book has been a fine
and steady dividend payer since
it was formed in December 1907.
Cash distributions have been gen-
erous and these have been pleas-
ingly supplemented by stock di-
vidends of 60% in 1922, and a
two for one split in 1952. Present
dividend rate is $2.50 and the
shares are traded on the American
Stock Exchange at around 45.
Additional working capital was
supplied by a $1 million loan ar-
ranged last year.

American Book portrays well
the corporate serenity that -an
entrenched book publishing en-
terprise can offer to shareholders,
particularly when the main em-
phasis is on text books.

Int’l Textbook Company

A third, and lower priced entry
among our book values, is
International Textbook Company,
whose earnings and dividends
have displayed more volatility
than the others we’ve mentioned.
This company draws its main in-
come from the sale of books and
courses of instruction offered by
its International Correspondence
Schools, postal Alma Mater of
tens of thousands of successful
people. About ‘70% gross comes
from these course materials,
which are turned out in company-
owned printing plant and
bindery, at Scranton, Pa. In ad-
dition, printing and binding for
outside customers is done exten-
sively. Further, there is a wholly
owned- subsidiary, International

-.Correspondence Schools Canadian,

is
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Ltd., and a 16% interest in a
world company.

Earnings have been a little bit
on the erratic side, running up to
$2.72 a share in 1952 against 63
cents in 1951 and actual deficits
in 1948 and 1949. There were no
dividends 1948/50 but 20 cents
was paid in 1951 and 50 cents in
1952. 181,566 shares of commion
(selling over-the-counter at 15)
follow $161,553 of long-term debt.

Assuming the current rate of
operations, International now sells
about . five and one-half times
earnings, and indicates ability to
pay $1.00, or perhaps more, in
1953. The price range of the
common from 1944 to date is be-
tween five and one-half in 1949
and a high of 30 racked up -in

:ternational . Textbook stands . in
.line to profit from that proclivity.

Book-of-the-Month Club

Skipping over to the popular
fiction and non fiction, you might
be ' interested in Book-of-the-
.Month Club, which has devised
and perfected a plan for the sale

of four (or more) books each year:

.to a subscribing membership aver-
aging well over 500,000. Supple-
menting revenues from the Book
Club are a line of Metropolitan

1946. Americans are always eager:
to improve themselves, and In-

Miniatures (art reproductions)
and a line of phonograph records
for children.

Nine hundred thousand shares
of Book of the Month Club, In-
corporated are listed on the NYSE
and selling around 11. Unbroken
dividends since 1937 are now in-
dicated at $1 a year; and the cus-
tom of the company has been to
pay out a high percentage of net
earnings. Management is adroit,
and shrewd selection of books to
be offered to Club Members, plus
aggressive promotion, suggest that
this . company can - sustain._its
profitability. Financial position
is sturdy. - L

Other Candidates

Of course, in this rapid book
review, the field has only .been
touched upon. Your further in-
terest in this topic may impel you
to investigate Prentice Hall, pub-
lisher of business books, McGraw-
Hill, which has a large book pub-
lishing division, Henry Holt & Co.,
and others.

In any event, you will note that
book publishing, historically, has
been better insulated against the
ravages of the business cycle than
most industries, and some of these
book values are also interesting
and not unworthy investment
values.

- SEC Uses Blackjack
To Push Pet Reform

By LESLIE GOULD*
Financial Editor, New York “Journal-American”

The Securities and Exchange
Commission is one of those little
law-unto-themselves bureaus, and
as the following shows is not

' averse to
doing a little
blackjacking.

The Florida
Power Corp.
operates in
‘northern

Florida and

southern

Georgia, the

latter service
., being pro-

vided by a

subsidiary,

Georgia

Power &

Light Co.

The com-
pany is exempt from the provi-
sions of the Holding Company
Act, which the SEC administers.
It is exempt because even though
it serves two states it is an inte-
grated system and covers a com-
pact region.

Whether it comes under the
Holding Act provision is a- matter
of law. It is quite clear that the
‘company is exempt. )

The SEC, though, has a pet re-
form—cumulative voting for cor-
poration directors. This is a
debatable question, and strong
arguments can be made on'both
sides—for there can be and are
abuses. '

Cumulative voting is where a
share-owner may bunch his votes
for less than the full slate of
directors. Say he has 500 shares
and there are 10 directors up for
shareowner approval. He can cast
500 votes for each director, or

Leslie Gould

he can cast 5,000 votes for one, or

2,500 for two and so on.
Abuses by Qutside Groups

Abuses of this have come in’

where some outside group has at-
tempted to muscle—and we ‘mean

muscle in the waterfront accept--

ance of the term—into the man-

agement. On the other hand, some .

managements have abused the
non-cumulative voting. privilege
by keeping off the board or deny-
ing representation to long-time

. *Reprinted with permiésionv from - the

New Yerk - “Journal-A:merican” -of -April

20, 1953,

o vk

minority interests. Recently, the
abuses have been where cumula~
tive voting is permitted,

To get back to Florida Power.
This company has cumulative
voting, but had decided to put
up its abandonment to share-
owners at this ' yeat’s annual
meeting.

The SEC was notified, as it is on
all matters coming up at meetings
of listed companies. The SEC then
gave an “informal” opinion that
it looked with disfavor on such
a move and that if it were done,
the SEC threatened to take steps
to end Florida Power’s exemption
from the Holding Company Act.

That is just a plain hold up —
black jacking. So, the company
gave up its plan.

Clear Case of Federal Abuse .

This is a clear cut case of abuse
of power by a government agency.

-Florida Power is either exempt

or it is not from the Holding Com-

Jpany Act by the law, but its ex-

empiion is not determined by
whether it has cumulative voting

for its directors. That is beside the

point, but the SEC with its power
—or rather the staff of the utility
division—has put a shotgun at the
company’s head.

The SEC is not the only bureau

to so abuse its power. Practically
-everyone-of the other autonomous . -
-agencies follow the same tactics.

The Federal Power, Commission,
the Federal Communications Com—
mission, CAB, Anti-Trust and
Federal Trade Commission — ta
name a few—are others.

RAPIDLY EXPANDING
OIL COMPANY

WESTERN CENTRAL
PETROLEUMS inc.

® 11 Producing Wells
® New Drilling Scheduled
® Operating at a Profit
® Capable Management
. about 60¢c
-+ For Furthér Information

S.B. CANTOR CQ,

T9Wall St N.Y.- « WH 4-6725
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THE MARKET
... AND YOU

By WALLACE STREETE‘

_ Increases in over-all output in some industries for the period
ended on Wednesday of last week worked to counteract declines

" in others leaving the level of total production close to that of
the prior week. Further it displayed little variation from the
postwar high reached a few weeks ago and was only about 3%
below the all-time peaki reached in the final quarter of 1943.
Employment continued to hold at a high level with claims

for unemployment insurance benefits down to a new 1953 low and
close to the lowest level in seven years.

Steel ingot output in the ‘week ended April 18 averaged
9889 of capacity, down 0.1 of a point from the preceding week.
The effects of the recent labor-management dispute on a railroad
near Pittsburgh” were still felt by steel producers in that area.

- Increase in extra charges by Republic Steel Corp. is the first
price action by a major producer since priee controls ended—but
it won’t be the last, according to “The Iron Age,” national metal-
working weekly, the current. week. Consumers may expect extira
increases by other producers who have been studying their prices
carefully for some time.

y It is doubtful, added this trade magazine, that the steel price
structure will be . finally clarified until the question of the
seventh wage round has been settled.” Meanwhile, steel firms

will continue to adjust extras to compensate for changes in costs ]

during the period of price stabilization.

Increases in steel extra prices had been expected for some
time. They are supposed to be based on actual costs resulting
from additional work, time, or ingredients in meeting customer
specifications.

Extra charges, which average about 25% of total steel cost
to consumers, have not been revised since producers agreed to a
hold-the-line price policy at beginning of the Korean War, states
this trade authority.

That steel companies are thinking seriously about raising
base prices was made official last week with statements from
three leading producers. Their statements bolstered an “Iron
Age” prediction of several weeks ago that steel prices would be
Taised at least enough to cover any wage increase.

The price increases are expected to come by June, if not
sooner. Increases would probably be made now if it were not
for uncertainty of the cost of the seventh wage round commg up,
states this trade weekly.

The Wage Policy Committee of United Steelworkers (CIO)
meets in Atlantic City April 27, 28 to fix wage demands and plan
strategy. It is taken for granted they will ask a healthy wage
increase. And, with the cost-of-living crutch weakening, they
.will try to support their demands with productivity arguments.
Such arguments will be hard to prove—or disprove.

Steelworkers’ contract is reopenable on wages only. Notice
of desire for wage talks must be given on or before May 1.
Following notice, bargaining must begin:30 days after May 1.

1f no agreement is reached by midnight June 30 union or company - ) v
- ment in production of ma-

may resort to strike or lockout, asserts this trade journal..

If the steelworkers are finally able to wangle a moderate
wage increase of say 10 cents an hour, the steel price increase
.will probably average about $4 fo $5 a ton. It will be higher
on some products, lower on others; it will not be an across-the-
board increase, “The Iron Age” declares.

The scrap market, which had turned soft in recent weeks,
took a beating this week.: “The Iron Age” steel scrap composite
price fell $1.75 a ton to $41.00 per gross ton. Sharp price declines
were registered in nearly all areas.

In the automotive industry car and truck producers lost
20,000 units due to strikes last week.

Auto output dropped about 11% in the week to 120,038 from
135,754 last week, but was still 25% higher than the 96,084 in
.the year ago week, according to “Ward’s Automotive Reports.”

Ford Motor Co. production of cars tumbled 30% the past

‘week as a result of a 15-day strike—now settled—at its Monroe,
"Mich., parts plant. An interplant trucker dispute cut Chrysler
Corp.’s auto output 20%. Normal operations for both companies
were restored by last Thursday. )
: Labor troubles so far this year have caused. the industry to
lose more than 35,000 new.cars and trucks, said “Ward’s.” It
believes this indicates workers’ “unrest can crimp the industry’s
ambitious production plans” this year. A record 1,900,000 cars
are planned for the current quarter.

Nervousness over a possible

Korean truce seems to have
lost much of its depressing in-
fluence on share prices. Sell-
ing pressure slackened this
week and cautious demand
bolstered the list moderately.
Surprisingly good March
quarter earnings statements
failed to generate .unusual
enthusiasm, however, and ral-

lying teridencies lacked the [f

spark needed to bnng in pub-
lic interest.

Sentiment was helped by
scattered advances in certain
types of semi-finished steel,
suggesting that producers

considered demand sufficient- - &

ly vigorous to warrant up-
ward revisions in quotations.
Assurances from Washington
that no signs of a serious re-
cession could be discerned
were deemed helpful, al-
though pessimists professed to
scent ‘a pattern reminiscent
of 1929 in emphasizing the
absence of danger spots in a
readjustment to a peacetime
economy. .

Economists appeared less
worried over the prospect of
a slackening in armament
output than in a possible let-
down in demand for civilian
products. The indication that
industrial construction may
settle back to a slower rate,
assuming, that the urgency of
national preparedness is re-

(1733) . 5

|| Keep Our Economic Powder Dry!

By A. WILFRED MAY*

Predicting that next step on Russians’ Peace-Offensive time-
table will be early resumption of appeasement gestures on our
vulnerable trade front, Mr. May cites their dual purpose of
sowing dissension in business-hungry Western nations, and sat-
isfying Soviet military machine’s need for strategic materials.
Citing long-time record of basic Communist philosophy, main-

tains reliance on their overall

cooperatien without definitive

guarantees would rest on untenable assumption that Kremlin
rulers suddenly have ceased to be Communists.

According to Washington dis-
patches, diplomatic officials are
guessing the exact hour on which
the expected Soviet proposals for
German “uni-
fication”. will
arrive on the
timetable of
the Kremlin’s
new Peace
Offensive. But
on the trade
front is the
Kremlin’s
early re-
launching of
appeasing ges-
tures even
more certainly
predictable.

The dissen-
sion - creating
aim of the Russians’ peace-offen-
sive technique in the trade sphere
its dovetailing with their current
appeasement strategy in the po-
litical field. It must be remem-
bered that the creation of rift be-
tween the nations of the free
world has, through the years, con-
stituted one of the two control-
ling objectives of Soviet “eco-
nomic policy”; the other aim be-
ing acquisition  of strategic and
near-strategic - materials for the
building-up of her mlhtary ma-
chine,

The growing soft spots among
Europe’s economies also makes
the present a particularly propi-
tious time for the dangling of
trade bait. Even in the case of
relatively prosperous Germany,
will industry’s incipient search for
new markets provide fertile

A. Wilfred May

*Partial text of address by Mr. May
before Institute of Arts and Sciences,
Brooklyn Academy of ‘Music, April 22,

moved, may point to curtail- jes3

chinery and other heavy
goods accounting for a sizable

. part of the Gross National

Product.

Actual *~ military = supplies
may be produced in consid-
erable volume for some time
to come regardless of what
takes place in peace negotia-
tions. No' one seems to feel
that the Eisenhower ‘Admin-
istration would approve of a
slowdown in preparedness for
a considerable period unless
some unforeseen settlement
onrearmament could be
reached with Moscow—which
seems wholly unreasonable.

Realism and imagination
are vieing for control of the
stock market’s destiny. And

Continued on page 46 the former seems to have

We take pleasure in announcing the opening of a

NEW YORK OFFICE

under the Management of
- GEDRGE J. ARNOLD

GRAHAM & COMPANY

Members Nat’'l Ass’n of Securities Dealers, Inc.
Pittsburgh Stock Ezchange

70 Wall Street 610 Smithfield Street
_ 'NEW YORK 5, N. Y. ' PITTSBURGH 22, PA.

WHitehall 4-4540 + ATlantic 1-7380

been getting the better of the
argument for the time being.
This probably is because the
realist’s arguments are more
readily appreciated by most
investors.  Contentions that
peace implies a slackening in
armament production, which
in turn means reduced de-
mand for all kinds of materi-
als; and that a letdown in in-
dustrial activity frequently
leads’ to “keen - competition,

-Continued on page 43:

5% TAX

Municipal bonds are selling at the highest yields in ten years, In- .

terest paid on municipal bonds
Income Taxes.

ground for the Kremlin's tempt-
ing blandishments.

Typically, such clever trade-bait.
strategy was effectively employed
at last year’s International Eco-
nomic Conference in Moscow.. The
Soviet spokesmen and their sat-
ellite stooges incessantly - agi-
tated toward stirring up dissatis>
faction in the Western: democ=
racies over the paucity of East-
West trade; dangling before their
business- hungry industries : the
fiction of Soviet demand for their
surplus consumer goods. But prac-
tically no trade actually resulted
from the Conference, because the
Russians  refused to -make any
goods unless they were to be tied-
in with the raw materials and
capital equipment sorely needed
for their war machine.

The Russians similarly showed
the insincerity of their protesta-
tions of their desire to trade in
.the negotiations following the ter-
mination of their three-year trade
treaty with Norway. Attempts-at
renewal proved abortive except
for a very few commodities, and
then on a strictly barter basis, be-
cause-the Russians were only in-
terested in strategic materials, as
molybdenum, aluminum, - and
steel alloys.

In blacklisting the many UN
organizations genuinely devoted
to the stimulation of international
trade, the Soviet has shown its
real colors of hostility. to trade.
For it has persistently ;shunned
the ECE, the International Mone-
tary Fund and Bank; as well as
the other machinery erected to
further trade expansion through

lowered tariff barriers, -such -as
Continued on page 55

EXEMPT

is completely freec from Federal -

We have available a few maturities of City of Florence, Alabama, -
Industrial Development Revenue Bonds to yield 5% absolutely
Tax Free. This is Reual Income upon which you will not have to

pay tax next March 15th.

-Here’s How

Taxable Income
(Joint Return) (

Bracket
1952)

You Save—

Tax-Exempt 5% Bond

e e e
Taxable Intevest
to yield same amount
after Tax

Tax

°$4,000 *
8,000
12,000
16,000
20,000
24,000
28,000
32,000
36,000
100,000-120,000
200,000-300,000
400,000~

4,000-
8,000-
12,000-
16,000-

City of Florence 59 Tax Exempt Bonds‘
Interest payable April 15th and October 15th. Maturity due Oclobet

15, 1967 available in $1,000 bearer

bonds at par (100).

Gearhart & Otis, Inc.

45 Nassau Street, New York 5

White & Company

Mississippi Valley Bldg.
St. Louis 1, Mo.

~ McCoy & Willard

..30 Federal Street
Boston 10, Mass. -
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Clouded Outlook for Second-Half
Year's Business

By EDWIN G. NOURSE*
Formerly Chairman, Council of Economic Advisers

Though stating no one now can really know what is going to
happen to American business in second half of 1953, Dr.
Nourse intimates outlook for third and fourth quarters of year
is not too bright. Lists as possible patterns economic affairs
could conceivably follow: (1) a revived wave of inflation;

(2) a recessionary break of moderate severity; and (3) a

rather smooth transition from mobilization boom to high-level

stabilized prosperity. Says we have not “licked the business .

cycle,” but points out a stabilization program could be based on
a price-income adjustment for all parts of the economy.

My title is an unblushing piece
of economic double-talk. It can be
taken literally—and most safely
for your speaker — as meaning
merely that
no one can on,
April 15,
really know
what is going
to happen to
American
business in
the second
half of 1953,
The clouds
that still
shroud that
picture are
being turbu-
Iently tossed
about not on-
ly by the al-
ways nervous and often naive be-
havior of consumers and business-
men but also by the mysterious
machinations of the fresh team of
mischief-makers in the Kremlin.
But my title can be read also as
2n intimation that the speaker
thinks the business prospects for
the. third and fourth quarters of
this year are not too bright.

As a matter of fact, my choice of
title reflected an intention to sug-
gest both these things. First, I
wanted to do a bit of debunking.
Forecasting or prophecy or crys-
tal-gazing has become an occu-
pational disease with a large num-
ber of men whom I would refer
to as ‘“commercial economists.”
They “make book” on what is
going to happen in terms of per-
centage points' on the wholesale
price index, the Federal Reserve
Board’s production index, .or the
various rates of interest, and bet
their professional reputation, their
jobs, or their chances of promo-
tion or of consultant fees on the
shrewdness of their guesses or the
smiles of Lady Luck. The econ-
omist of more scientific leanings
or inhibitions says: It is not only
dangerous for the economist him-
self to offer “dope” on what will
happen in the. business scene. It
is also mischievous for. the busi-
ressman and the public because
if encourages them to base their
actions on some favorite sooth-
sayer, and it checks their process
<f continuous study of constantly
changing events and their prob-
zble impact on the trend of the
economy or a particular business.

On the other hand, it is emi-
uently proper for the economist
and stimulating to the business-
man and the individual spender
and investor for the economist to
use his tools of analysis to explore
what may happen if various forces
or factors in the economic picture
maintain a discernible and more
or less measurable trend, if they
change from possibly foreseeable
course, if quite new elements are
injected into the process, or if
certain alternative combinations
should develop from external
events (such as'a truce in Korea)
or internal policy-making—such
a8 Chrysler's price cut or the
Treasury refunding moves.

Edwin G. Nourse

*An address by Dr. Nourse before the
School of Business Administration, Uni-
versity of Buffalo, Buffalo, N. Y., April
15, 1953. _
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Three Ways from Here

With this general background,
let me lay before you three pos-
sible patterns that our economic
affairs could conceivably follow
during the next few quarters. In
doing so, I shall explain why I
think one outcome, which would
be dangerous, is now unlikely;
what are the sources of danger in
another direction; and what we
as businessmen, officials, and citi-
zens need to do to attain the most
satisfying outcome. These three
possiblities are (1) a revived wave
of inflation, which would- be the
rather characteristic final “blow-
off” of a boom period; (2) a re-
cessionary break of greater or less
severity but certainly more severe
than anything we have had since
1937; (3) a rather smooth transi-
tion from mobilization boom to
high-level stabilized prosperity. -

In the year-end and New Year
business outlook statements, there
was a great deal of easy optimism
about a “confidence” boom ex-
tending well into the future. By
definition it would last for four
years, and by that time it would
be so well established that it could
go on indefinitely.  This optimism
was based.on the fact that current
employment was high, business
and consumer spending well-
heeled and full of confident op-
timism, population growing vig-
orously, and government spending
was reaching a plateau rather
than a peak.

The “confidence boom” was fed
by statements from the automo-
bile industry that they were “go-
ing to make and sell 5.5 million
cars this year” and by the statis-
tics from week to week of actual
operating rates which would add
up to almost 6.5 million cars if
maintained throughout the year.
It was fed also by stated inten-
tions of business management to
make . capital outlays this year
which would match the previous
top figure of $27 billion and by
week-to-week figures of engi-
neering contracts let and housing
starts which would match or bet-
ter the records of last year or the
year before, “whichever was
higher.”.

The optimism of January has
been justified or aggravated —
whichever would you prefer—by
a February and March FRB pro-
duction index which surpasses any
previous peak. It has been. but-
tressed also by a stock market rise
(and a lowering of margin re-
quirements) and by further ex-
pansion of - business loans and
consumer credit. A reassuring
note has been given to the busi-
ness picture by the fact that total
inventory ‘figures have not run
materially ahead of ratios to sales
or production that have in the
past been regarded as sound.

In some quarters there was ap-
prehension that what masquer-
aded as a confidence boom based
on sounder Republican manage-
ment of the economy might in
fact be an over-confidence boom
based on emotion rather than
reason. There were some lurking
fears that we had been sitting on
the inflationary safety valve and
that, with the removal of wage
and price controls and the relax-

ing of CMP, prices would sky-
rocket and we would be off on a
new wave of inflation.

Producers and distributors in
fact took the liquidation of con-
trols in their stride, but at the
same time a new inflationary dan-
ger arose. This came from wide-
spread talk of ammunition short-
age in Korea, unidentified sub-
marines off our coasts, inadequacy
of the civil defense program, need
for a greater further expansion of
the air force, and the renewed
apprehension of more Koreas or

" even a third World War in the

wake of Stalin’s death. Since all
this coincided with Congressional
consideration of the 1954 budget
and the new Administration’s dis-
illusionment about the ease of cuts
in current spending, there was a
distinct possibility that, even un~
der Eisenhower and Humphrey
and Dodge, we might see con-
tinuing and larger deficits and
that we might see the economy
“break out on the up side” from
its recent ‘period of apparent

stabilization. Such an. outcome—
accelerated and perhaps runaway
inflation—cannot yet be dismissed
from the range’ of possibilities
which the provident businessman
mind in his future

must keep in
planning. :

-Three Inflation Signs

May I suggest three directions
in which we may look for signs’
of further inflationary danger or
for reassurance that we may
escape this kind of development?
First is the area of fiscal policy.
The United States Treasury, the
Bureau of the Budget, and the
Administration as a whole are
committed to a policy. of holding
down on spending and holding up
on taxes so as to produce or come
as close as possible to. g Dbalanced
budget—one of-the stronges safe-
guards against runaway. inflation.
If Mr. Truman’s 1954 budget is cut
by $8 or $10 billion and the spe-
cial post-Korean tax increases are

simply allowed to lapse without;

any further: tax slash, then we
should be so close to balance in
the consolidated cash budget that
I think this source of inflation
would be virtually removed or
“contained.”-

The second area to watch for
signs of new inflationary danger
is in monetary policy. There is no
denying that both business and
private credit is heavily extended,
and if mortgages, bank loans, and
instalment sales are resorted to as
a means of keeping up the fever-
ish pace of business in the re-
maining-quarters of ’53, we might
well feel the onset of dangerous
inflation. But here too, I would
say that the present situation is
moderatelv encouraging. We have
a competent money management

~agency in the Federal Reserve

System working in accord with a
strong team of debt management
experts in the Treasury Depart-
ment, Both are ‘“feeling out”
market conditions and imposing
restraints wherever they can with-
out demoralizing or unduly check-
ing business . activity and confi-
dence. If the political influences
that are brought to bear directly
or indirectly through the Congress
can be held in abeyance, I feel
that the danger of inflation get-
ting out of hand for monetary or
credit expansion reasons likewis
_is not serious. |

- Watch Developments in Wages
And Prices

-Turning to the third field, we
must watch developments in the
area of wages and prices, particu-
larlv at this moment when the,
artificialities of direct control
have been or are being removed

and, incidentally, when new union
leadership is being tested. If we
got a further round of stiff wage
advances and. a leapfrogging 'of
higher costs and higher prices,
then you would want to hold your

Continued on page 26
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McCormick Sees “Sad and
- Sick’’ Security Business

President of American Stock Exchange tells panel of National
Industrial Conference Board few people are making money in
the securities business, and for at least 509, of them “it is
their own fault,” while the other half suffer because of gov-
ernment regulations and taxation. Defends aggressive securities
salesmanship, and sees over-the-counter business gaining.

In the course of a panel discus-
sion on “Business Under the New
Administration” conducted at the
339th Meeting of the National
Industrial
Conference
Board held at
the Nether-
land Plaza
Hotel in
Cincinnati, O.,
Edward T.
McCormick,
President of
the American
Stock E x-
change "and
formerly a
member of the
Securities and
Exchange
Commission,
engaged in a discussion of the
state’ of ' the securities business
which he characterized as- being
in a “sad and ‘sick” condition.

In addition to Mr. McCormick,
other panel participants were
Neal Dow Becker, Chairman of
the National Industrial Confer-
ence Board and Chairman of In-
tertype Corporation; John S. Sin-
clair, President of the Conference
Board; Fred Lazarus, Jr., Presi-
dent of Federated Department
Stores; Professor Leo Wolman of
Columbia University, and Charles
J. Stilwell, President of Warner
& Swasey Co.

Thag: transcript of the portion of
the panel discussion in which Mr.
McCormick participated follows:

Chairman Becker: You think
more highly of [The Federal Re-
serve Board] now than you did 60
days ago. All right. Do you still

LR

E. T. McCormick

have any rankling criticism in -

your breast?
Mr. McCormick: About the Fed-
eral Reserve Board?

Chairman Becker: Yes. Would
you like to lower it still lower,
abolish it altogether, or is the
margin requirement all right?

Mr. McCormick: I think, finan-
cially, I'd be satisfied with 50%.
I believe their target was 40. They
are entirely satisfied a sound,
adequate stock market can be
operated for the benefit of the
public at 50%.

I thought I might be asked, as
we started with Mr, Lazarus, how
business was, and I had a ready
answer for that. '

Chairman Becker: I will ask you
now, how is business?

‘Mr. McCormick: It is lousy.

Chairman Becker: Even with a
reduction of the margin require-
ments?

Mr. McCormick: Yes. This is a
fact; most industry is booming.
With prices in the stock market
going up, on the average showing
increases, the security business is
in a very sad and sick state. Few
people are making money in the
securities business and I think at
least 50% of it istheir own fault,
and I think the other half is be-
cause of government regulations
and taxation. .

I think we have been alerted to
the serious situation which our
industry has come to and we are
doing something to correct it. I
think that the importance of the
west has finally been recognized
by New York, and last year they
changed their trading hours from
3:00 to 3:30, and I am proud to say,
as a junior exchange, we led the
way on that. ,

Also, permissive corporations,

which has been adopted as a very
important aid to the industry, and
I think the next big move is going
to be the necessity of recognizing
the importance of doing an intel=
ligent selling job. We have done
the poorest job, a miserable job,
of selling the American capital~
istic system to people of .the
United States. : :
Insurance companies, banks,
everyone in the finance commu-
nity, has made us look bad. Today
we only have six and a half mil=
lion stockholders. The way to be-
come a small businessman in this
country today is to become a
stockholder and we have done
nothing to put that program over.
I think it will be the biggest
thing in smoothing out our labor-
management relations, and I think
it will be the death blow to Com-~
munism if we can sell the obvious
advantages financially and socially
of becoming a small businessman
in America by buying common

-stock in the companies of the

United States, and as I say, we
have done a miserable job of put-
ting this over. ’

I am very hopeful that within
the next year or two we will do
a lot better.

Mr, Stilwell: What does MTr.
McCormick mean by six and a
half million stockholders?

Mr. McCormick: As a matter of
fact, Brookings Institution made a
rather extensive study in the last
year in which by certain statis-
tical techniques, it was arrived at
that in the United States there
are six and a half million individ-
uals who hold stock in American
corporations.

Chairman Becker: Mr. McCor-
mick, I am going to astonish you
by asking every member of the
audience who owns one or more
shares of common stock in some
company — it doesn’t matter what
company — to put up his hand.

Chairman Becker: Well, I would
say roughly 90% of the people in
this room own at least one share
of common stock in a company,
maybe an apple tree.

From The Floor: In view of the
show of hands, maybe this ques-
tion isn't proper, but Mr. McCor-~
mick mentioned that most of the
firms are losing money. Possibly
they are selling their services too
cheaply. I wonder if you care to
comment on that? .

Mr, McCormick: I think you put
your finger right on it.

The Exchanges have had a rigid
commission schedule for many
years. There is absolutely no sense
to the present commission sched-
ules for selling Stock Exchange
securities, the New York Stock
Exchange, the American, or the
individual exchanges. It just does
not pay for an intelligent man to
go in the security business at the
present schedule of commissions.

Why should a young man, a
skilled security analyst who has
the combination of being a good
salesman, go out and find a person
who has $2,000 and sell him a hun-
dred shares, a single round lot of
securities at $20, $2,000 worth, for’
$5? That is what the salesman, that:
is supposed to be trained and have
at his finger tips the facts about
the company — that is what he
will get by finding a person who"
has $2,000 to put into equity’
securities.

I say that is simply stupid, and

Continued cn page 25
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Objectives of Treasury's
Tax Policies
By MARION B. FOLSOM*
Under Secretary of the Treasury

&

Secretary Folsom explains current and prospective Federal
budget situation and says it is desire of the new Administration
to halt inflation arising from deficit financing. Stresses import-
ance of reducing burden of taxation and keeping a preper bal-
ance among the three principal sources of revenue. Lists pro-

posed tax reforms and cites

simplification and removal of

inequities as chief objectives. -

While it is not yet possible
to make any definite statement
about either the prospects for tax
reduction or the details of the
Auministra-
tion’s long-
range tax pro-
gram, I am
glad to have
this - opportu-
nity to ' talk
to you about
some of our
problems and
to indicate
some of the
objectives
which we
‘nave ‘devel-
oped during
the past three
months i~ the
Treasury. Secretary Humphrey
in his statement before the Treas-
ury Sub-committee on Appropria-
tions stated the general goal of
‘the Treasury as follows:

“It is our purpose in the Treas-
ury to help provide the proper
economic climate in America.
The fiscal policy is very im-
portant ‘in ' determining ‘ihat
climate ‘which is intangible
but has a direct =ffect upon
the lives of each of us every
day. IL is qur purpose to es-
tablish and-maintain such fis-
cal policies as ‘will permit
America to continue to grow
and reach even higher stand-
ards of living for all its
people.”

This first problem is, of course,
the immediate one of getting con-
trol of the budgetary situation.
We were confronted with a pros-
pective deficitof $5.9 billion' in

1S

M. B. Folsom

“the fiscal year ending this June,

and with a budgeted deficit of
$9.9 billion for the next fiscal
year. It now appears that receipts
for the current fiscal year will be
substantially below the estimates
contained in President Truman’s
Budget Message of January.
Though the amount involved is

‘no greater than is likely to occur

‘at times in view of the difficul-
ties of forecasting revenue re-
ceipts, the error is on the wrong
side.

The budgetary deficit for fiscal
year 1954 was based upon the
assumption that tax reductiohs
would go into effect as scheduled
under existing legislation. The
excess profits tax is'due to expire
on June 30; this would involve
an annual loss in taxes of a little
over $2 billion. Its expiration
has come to be tied up  with
H. R. 1, which would advance
the scheduled Dec. 31 cutback on
personal income tax to June 30,
with a loss of revenue in the
affected six months of about $1.5
billion, or $3 billion a year. The
corporation income tax rate,
under present law, will drop from
52 to 47% on March 31, 1954,
resulting in a yearly revenue loss
of about $2 billion. Also, on
March 31, 1954, certain excise
taxes, which bring in about $1
billion ‘a, year, are due to be re-
duced. These four changes would
result in an annual decline in tax
revenue of about $8 billion.

The deficit figures which I have
cited are the familar ones from

*An address by Secy. Folsom before
the Special Tax Conference of the Na-
tional Industrial Conference Board, New
York City, April 16, 1953.

itized for FRASER

ip://fraser.stlouisfed.org/

the. so-called administrative or
conventional budget. The January
estimates of the deficits in the
cash budget were $1.9 and $6.6
pbillion for the current fiscal year
and 1954, respectively.

For many purposes, the position
of the cash budget is important
since it indicates the net impact
of the Government’s receipts and
expenditures on the country’s eco-
nomic activities. On a short-run
pasis, a balance in the cash budget
may be taken to indicate that the.
Government is paying its way' by
taxes and not pumping any new
money or credit into the country’s
ecoriomic system.

The Trust Funds |

‘Most of the differences between
the two budgets are accounted for
by additions to the trust account
in the Old Age Insurance and
other retirement funds. Under
these systems funds “have been
collected on a contributory basis
in excess of the payments. For in-
starice, under the Old ‘Age Insur-
ance plan, there is now a balance
of $17 billion resulting from the
excess of receipts since 1936, in-
cluding interest, over the expen-
ditures. It is now generally agreed
that further large addi‘ions to this
fund are not necessary and it is
expected that with the increase in
expenditures that the system will
gradually reach a pay-as-you-go
basis. Under these conditions, the
difference between the cash -and
administrative budgets will also
gradually decline.

These reserve funds are invest-
ed exclusively in United States
Government securities. It is rather
surprising that criticism still ex-
ists to the effect that these excess
receipts -after being invested in
Treasury securities are used to
pay for governmental -activities.
It should be clear upon reflection
that United States -Government
securities are the only proper
form of investment for these
funds. It would be foolish to
hoard the cash and it would not
be wise to invest these Govern-
ment funds in private securities,
The proceeds of the sales of these
securities to the trust funds are
used in the same way as the pro-
ceeds of sales of Government se-
curities to private investors, ‘and
if these sums had not been avail-
able - through the trust funds it
would have been necessary to sell
United States Government securi-
ties in probably the same amounts
to privale investors. K

Regardless of which budget con-
cept is used the deficit projected
for next year would be seriously
inflationary, especially with the
very high level of business activi-
ties now prevailing. -In line with
objectives of the Administration
to halt the inflation which has so
seriously been cutting into - the
real value of the dollar for more
than a decade, assurance that a
balanced budget was in sight has
been stated by President Eisen-
hower to be necessary before tax
reduction could be made safely.

. An intensive review of budgets
has been proceeding since Jan. 21
in all Departments.’ Until the ex~
penditure figures are finally de-
termined, judgment on the proper
timing of tax reduction must be
suspended.

Though there is still uncertainty
as to when recommendations for
tax reductions may be made safe-

1y, there is no doubt or disagree-
ment- as to their desirability and
to the direction of the first reduc-
tions;

It is not necessary to elaborate
on the defect of the so-called ex-
cess profits tax, Almost everyone
is agreed on this subject. - Any
long continuation. of this form of
taxation could not be justified be-
cause ‘it is incompatible with
healthy economic growth.

Great Importance of Lower
.Income Taxes

A reduction in individual in-
come taxes is of great importance
because of the very heavy tax
burdens now pressing on people at
all income levels. Again, I need
not elaborate on the fact that tax
rates are close to the all-time
high in most brackets, with levels
that at many points exceed even
the peak rates reached during
either of the two World Wars. The
expenditures arising from the de-
fense emergency require and jus-
tify such taxes as are necessary
to avoid inflationary deficits, but
when tax burdens are as onerous
as they now are, the strictest econ-
omy is -also necessary to- keep
these burdens ‘at the minimum
consistent with national -'safety.
We want to return as'much spend-
ing as possible from Government
{o private hands.

Beyond 'these "two immediate
problems, ‘we have the more fun-
damiental one ‘of attempting to
work out ‘a structure of taxation
which will have the least possible
inequities ‘and  at the same time
impose minimum restrictions on
the country’s economic system.
You ‘will note that I have in ef-
fect referred to the 7least bad,
rather than the beést, tax system.
1t is. I think, important to keep-in
mind the fact that no tax system
can ‘be positively good. ‘It is in-
evitably burdensome ‘and restric-
tive. 'We can hope only: to min-
imize the impdct ‘of the sacrifices
‘and the consequences of the re-

strictions.
The criteria for modification of
the tax system were stated by

i

President Eisenhower in his State
of 'the  Union Message when he
said: ’

“ .. We must develop a sys-
tem of taxation which will
impose the least possible ob-
stacle to the dynamic growth

~of the country. This includes

. particularly real opportunity

< for the-growth of small busi-
nesses. Many readjustments in'
existing taxes will be neces-
sary to serve these objectives
and also to'remove “existing
inequities. Clarification and
simplification in the tax laws
as well as the regulations will
be undertaken.”

The most basic issue in any tax
structure 'is the balance between
the different major sources of
revenue. During most of our coun-
try’s history, -we have relied on
customs, the sale of public lands,
and -excises.  After the adoption
of the Sixteenth Amendment in
1913, income taxation, both indi-
vidual and corporate, developed
rapidly under the financial pres-
sures of the first World War. It
has been the principal source of
revenue since 1918, with the ex-
ception of a few years in the 1930’s
when income tax revenues dried
up dl_n'ing‘ the depths of the de-
pression. .

Individual  income* taxation is
considered by many to. be the
ideal form of taxation because it
is direct in its impact and because
the rates and definition of income
can be adjusted to whatever may
be the prevailing concepts of
ability to pay. If only modest
revenue were required, taxes on
individual incomes might well be
used ‘as virtually the sole source.
Since, howevyer, the pressure of
threats from abroad -and the na-
tional desire to carry on a con-
siderable variety of demestic gov-
ernmental . functions - make it
necessary‘ to secure large total
revenues, ‘a -dominant reliance on
any single form of taxation is
likely to lead to its breakdown.

Corporate income taxation is

the second major source of taxa-

'
!

tion in this country. This tax alsc
may be pushed to a breaking
point.

Corporate profits, when distrib-
uted as dividends, are the neces-
sary reward to the many millions
of stockholders whose investments -
have provided the equity capital
upon which our whole industrial
system has been built. Without
adequate dividends to justify con-
tinuing investment, we should
have to look to a drying up of our
traditional pattern of formation
and expansion of industry, To the
extent that corporate profits are
not distributed as dividends, they
constitute additional capital for
expansion by existing successful
companies. Thus, whether dis-
tributed or retained, reasonablc
legitimate profits are a part of the
foundation of our whole economic
system. @ 4

The. critical point in corporate
taxation cannot be predicted in
advance or determined with any
high degree of accuracy. I sug-
gest, however, that at rates around.
50% it becomes a major and
not ‘a minor factor in businesa.
considerations. -

Excise taxation constitutes the
third principal®source of revenus
in this country, and in this area
we have both immediate andl
long-run problems.

Excise taxes are now imposail
in a not very systematic manner
on a variety of things, some ot
which are true luxuries and som>
of which are very common neces-
sities. Furthermore, some of th~
items taxed are produced by pros--
perous industries while others ax>
supplied by industries that ar:>
in some distress even at the pres -
ent general high levels of busi-
ness.

(1735) 7.

Excise Taxes Will Continuo

In view of total revénue needs,
it appears that continuing reliarco
will have to be placed on exciso
taxation. Excise taxes in too
United States bring in a relativeis
small proportion of total tax reyw

Continued on page 35
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Dealer-Broker Investment
Recommendations & Literature

It is understood that the firms menh'one‘d wt:ll be pleased
to send interested parties the following literature:

Bank Stocks—Brochure stating the case for these issues, in=
cluding pertinent facts on 28 selected banks—Kidder, Pea-
body & Co., 17 Wall Street, New York 5, N. Y.

Canadian Companies—Analysis of 36 companies likely to par-
ticipate in growth of Canada—Dominion Securities Corp.,
‘Limited, 50 King Street,-West Toronto, Ont., Canada. In the
same brochure are brief analyses of St. Lawrence Corpora-
tion Limited and Cockshutt Farm Equipment Limited.

Container and Packaging Industry—Analysis—Goodbody &
Co., 115 Broadway, New York 6, N. Y, Also in the same
bulletin are lists of bonds, preferred stocks and common
stocks which appear interesting, A memorandum on Na-
tional Company is also available.

Foreign Investment in Japan—Discussion of regulations con-
cerning it—in current issue of “Nomura’s Investors Beacon”—
Nomura Securities Co., Ltd., 1, 1-chome, Kabutocho, Nihon-
bashi, Chuo-ku, Tokyo, Japan. In the same issue are discus-
sions of the Investment Trust Industry of Japan, Pharmaceu-
tical Industry of Japan, Power and Rayon Companies, Stock
Market comments, ete. g

New York Bank Earnings—Tabulation of preliminary figures
for first quarter — New York Hanseatic Corporation, 120
Broadway, New York 5, N. Y. .

New York City Bank Stocks—Comparison and analysis as of
March 31, 1953 of 17 New York City Bank Stocks—Laird,
Bissell & Meeds, 120 Broadway, New York 5, N, Y.

New York City Bank Stocks—Comparative figures at March
31, 1953—The First Boston Corporation, 100 Broadway, New
York 5, 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 Quontation Bureau, Inc., 46 Front Street, New
York 4, New York,

Price Performance — Comparison of “War” stocks, “War or
peace” issues, “Peace” equities, leverage securities and de-
fensive shares—Francis I. du Pont & Co., 1'Wall Street, New

York 5, N. Y. £
% * %

American Car & Foundry—Mcmorandum—Auchincloss, Parker
& Redpath, 52 Wall Street, New York 5, N. Y. Also available
is a memorandum on Union Oil of California.

American Insurance Company — Analysis — J, R. Williston,
Bruce & Co., 530 West Sixth Street, Los Angeles 14, Calif.
Also available are analyses of Fireman’s Fund Insurance
Company, Hanover Fire Insurance Company, Great Ameri-
can Insurance Company, and National Fire Insurance Co.

Bridgeport Brass Co.—Data in current issue of “Davis Invest-
ment Digest” — Paul H. Davis & Co., 10 South La Salle
Street, Chicago 3, I1l. Also in the same issue is a summary
of Newpert News Shipbuilding and Dry Dock Company and
follow-up reports on Cincinnati Milling Machine, Pullman,
Inc,, Pepsi-Cola, Cutler-Hammer, Gardner-Denver, and Re-
public Steel. :

Duquesne Light Company—23-page illustrated analysis—Blyth
& Co,, Inc., 14 Wall Street, New York 5, N. Y.

h Climax Molybdenum Company — Analysis — E. F, Huttt;n &

Company, 61 Broadway, New York 6, N. Y,

Continental Casualty Company—Analysis—A. M, Kidder & Co.,
1 Wall Street, New York 5, '

Thomas A, Edison, Incorporated—Analysis—H. Hentz & Co.,

60 Beaver Street, New York 4, N. Y

Fruehauf Trailer Company—1952 Annual Report—-The Secre-
tary, Fruehauf Trailer Company, Detroit 32, Mich. :

Goodyear Tire & Rubber—Memorandum—Hirsch & Co.,, 25 °

Broad Street, New York 4, N. Y.
randum on United Air Lines,

Great-Wgst Life Assurance Company (Winnipeg, Canada)—
Analysis—Eisele & King, Libaire, Stout & Co., 50 Broadway,
Neyv York 4, N. Y. Also. available is a bulletin. on “Capital
Gain Opportunities in Life Insurance Stocks.”

Also available is a memo-

" Interstate Bakeries Corporation—Review—Kerr & Conipany,

General Petroleum Building, Los Angeles 17, Calif. -

lowa Southern Utilities—Review—Ira Haupt & Co., 11 ~
way, New York 6, N. Y. pt & Co., 111 Broad

Solid “Citizens”
P. R. Mallory

American Enka
Universal Match
Information Available

TROSTER, SINGER & Co.

Members: N. Y. Security Dealers Association
74 Trinity Place, New York 6, N. Y.

igitized for FRASER

The Commercial and Financial Chronicle . ., Thursday, April 23, 1953

P. R. Mallory—Information—Troster, Singer & Co., 74 Trinity
Place, New York 6, N. Y. Also available is information on
American Enka and Universal Match.

Mead Johnson & Co.—Memorandum—Zuckerman, Smith &
Co., 61 Broadway, New York 6, N. Y.

Missouri-Kansas-Texas Railroad Company—Analysis (bulletin
No. 121)—Smith, Barney & Co., 14 Wall Street, New York 5,
N. Y. Also available is a memorandum on Philco Corp, :

National Life and Accident Insurance Company—Analysis—
Clark, Landstreet & Kirkpatrick, Inc., 515 Fourth Ave., N,
Nashville 3, Tenn. )

Safeway Stores — 1952 Annual Report — The Librarian, CF,
Safeway Stores, Incorporated, P. O. Box 660, Oakland, Calif.

Standard Oil Company of Indiana — 1952 Annual Report —
Standard Oil Company, 910 South Michigan Avenue, Chicago
80, 111 ’

Victor Products Corp.—Memorandum—Cohu & Co., 1 Wall
Street, New York 5, N. Y, .

Wisconsin Hydro Electric Company—Analysis in current “Busi-
ness and Financial Digest”—Loewi & Co., 225 East Mason
Street, Milwaukee 2, Wis. Also in the same issue in an anal-
ysis of Hamilton Manufacturing Company,

F From WashingtOn
Ahead of the News

By CARLISLE BARGERON

The opponents of the Tidelands legislation, in carrying on
their long debate which smacks very much of a deliberate fili-
buster, have at no time had any serious hope of defeating it. Their
purpose has been to sell to the country at the outset of the new
resui:e the propaganca that ine Adiunistra-
tion plans to “give away” our natural re-
sources to private interests, The Tidelands
constitute only the first skirmish in what
promises to be a continuing war throughout
the Eisenhower Administration. It is only a
dramatization of what is to come. ,

Comprising the anti-Tidelands forces are
the public power advocates, one of the strong-
est political blocs in the country; the reclama-
tionists, the so-called conservationists, the

. apostles of Federal spending and the so-called

Liberals generally. You would be surprised at
how many livelihoods, political as well as
otherwise, these professional activities afford.
There are, to my knowledge, three well-heeled
“organizations,” national in scope, operating in
Washington in public power advocacy alone:
the American Public Power Association, the National Rural Elec-
trical Co-ops Association and a third whose name escapes me at
the moment. They flourished in the 20 years of the New and Fair
Deals but they seem to have lost none of their steam since the
return of the Republicans. It is truly amazing how they can make
“cheaper power” a fetish with so many Americans when elec-
tricity is the smallest item in their household budgets at a time
wnen taxes and the cost of living are at an all-time high. But
they do. So-called cheap public power is a religion with millions
of people; politicians ride into office on it.

The Eisenhower Administration is committed to arresting the
trend toward Federal ownership of the electric power industry. It
does not intend to try to undo such an octopus as the TVA, but it
is against any additional TVA’s and is committed to letting the
private companies build and operate those projects which they are
capable of building and operating and, where a compact of states
is necessary for a project, to let those states get together to build it
with the Federal Government staying out.

In this category, President Eisenhower has said several times
that he would like to see New York State granted a license by the
Federal Power Commission to build the power plant, in conjunc-
tion with Ontario, in the International Rapids section of the St.
Lawrence River. This is somewhat bold and of questionable pro-
priety on the part of the President because the Federal Power
Commission which within the next few weeks is expected to pass
upon New York State’s application is supposed to be an independ-
ent, quasi-judicial agency. But the Washington perspective in re-
cent years has become so cloudy that newspapermen have asked
him at press conferences, without any subtlety but with bluntness,
if he planned to take any action to make the Commission act, and
he saw nothing objectionable in the questions. - .

Granting of this license would be a setback to the Public
Power crowd as they have wanted the Federal Government to
build and operate the plant. In lieu of this, they are demanding
that in the event the license does-go to New York State it should

Carlisle Bargeron

carry provisions requiring that, in the distribution of the power,

preference be given to municipally operated and rural co-op
set-ups. It is seriously doubtful whether such provisions would
not- be .too onerous for New York to accept. ’

Anyway, you are going to hear a great hue and cry in the
next few years about the “Big Business dominated government”
turning over our natural resources to the “exploitation of selfish
interests.” It is an issue that made political capital back in the
days of Theodore Roosevelt. It is a tremendous political fraud
but men can get blue in the face about it. Natural resources in
the ground, undeveloped, are worth nothing to anybody. There
is no Tidelands oil unless somebody develops it and the real issue
in this particular fight is whether this oil is developed or not.
By the Federal Government it would not be. And I have never
been able to bring myself to grief over the millions of kilowatts
that are “going to waste” in our unharnessed streams. There
are many times moré tons of coal lying idle in the ground. The
whole issue is one of private interests being permitted to develop
our power needs, with three highly competitive fuels vying for
markets, or of steadily increasing the stranglehold of Federal

bureaucracy under the guise of giving the people cheaper power,
. hut instead giving them higher taxes. ; P i,

o

Prof. 0. G. Saxon fo
Address NY Dealers

Harry R. Amott, Amott, Baker
& Co., Incorporated, President of

Dr. O. Glenn Saxon

New York Security Dealers As-
sociation, announced that Profes-
sor O. Glenn Saxon of Yale Uni-
versity, Department of Economics,
will address the dinner meeting of
the Association at the Hotel Bilt~
more, Thursday, April 23, 1953.

Two With H. M. Grove

(Special to THE FINANCIAL CHRONICLE)

ORLANDO, Fla. — Robert D.
Peacock and Benjamin F. Ricker
are now connected with H. M.
Grove Associates, 801 Euclid Ave.

French & Crawford Add

(Special to Tue FinanciaL CHroNICLE)

ATLANTA, Ga. — Davidson
Henry is now with French &
Crawford, Inc., 22 Marietta Street.

With King Merritt

(Special to THE FINANCIAL CHRONICLE)

LOS ANGELES, Calif.—Lionel
S. Peck has become affiliated with

King Merritt & Co., Inc., 1151
South Broadway.

Joins R. A. Harrison
(Special to Tue FINaANCIAL CHRONICLE)
SACRAMENTO, Calif—Yubi G.
Separovich has become connected
with Richard A. Harrison, 2200
Sixteenth Street.

With First California

(Special to THE FINANCIAL CHRONICLE}
LOS ANGELES, Calif.—Irving N.
Boren is now with First California
Company, Incorporated, 647 South
Spring Street.

Geo. D. Clarke Ltd. Formed

George D. Clarke, Ltd., has
been formed with offices at 5@
Broad Street, New York City, ta
engage in a securities business.

Geldzahler Opens

- BROOKLYN, N. Y. — Mendel
‘Geldzahler is engaging in a secu-

. rities business from offices at 1534

Fifth-third Street.
The American Red Cross:

Casiies-on
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o lnDeienseof the
- Full Gold Standard

, - By JAMES WASHINGTON BELL* ;
" - 7. Secy.-Treasurer of the: American . Economic’Association
+= Head  of Depariment. of Economics; Northwestern University -

. Dr’Bell- describes . operation. of  the: full gold standard, amd -
« '+ explains why it fell into. disfavor. Says: we got off on the wrang
<. track in: 1933 whem we' abandoned’ the- gold’ standard: “in: the:
“to . belief: what was: goad' for England- was: good, for us.”’ Points.
“ 7. ", out how onx:cmrency system-differs: from: the full gold standard: . -
- andiwhy it it net a:whelesonit. and stable one. Lists: advantages -
.. ~tw'be.gained from am all-out full gold standard, instead of con-: -,
; tinuing: to: operate: on our preseat fiybrid standard:: Contends our:
monetary system: Bas made possible a build-up of a weali:credit.
/* structure: through: mondhaﬁoumf thelmge - public debt. -
' ¥ . v -0 --agement -of  the people’s money
Interest in’ the: Gold ~-1acked. the discipline which would':
5 Standard .00 UES have ‘been “set by .gold :standard
“Li It seems. te. have’ become - re=-limitations and was-none too suc-
" spectable  to tall about’ the: gold ‘cessful in-accomplish
-’ standard again. ‘The subject is no:

‘- Revival-of

promised: S
‘" longer taboo.. It fact; a-revival:of . ~~The  devaluation of- the dollar
“. interest in-the- =" - - -7~ and the magnitude of public debt”
* “gold-:standard - ~aonetization have created a vul-
-has occurred «nerable - credit - structure - which-
“during the B - may jeopardize public confidence.
postwar years. - -if “not.-well.‘'managed. Conscious
-~ I'am glad ' to.” “of this 'condition, numerous pro-
- . be able. to ‘- posals-have been made to isolafe’
-.talk. freely: " the ‘public: debt ‘from -the- markef,
-~ about'the gold ! - e.g.,. freeze’ a substantial portion
/standard " of the debt in the banking system,’
*without - being " .: separate . the: monetary and .loan
considered § functions - of : commercial. banks,
-~politically #i ‘establish a 100% -reserve money
. .suspect, with~_ ' i - (and. incidentally destroy com-
out being-ac-, .mercial banking), and set arbi-
cused of being - § . “trary limits to the Federal debt,
a minion of P e to taxes and -to . expenditures.
" 'Wall Street or J. W. Bell These proposals lack realism. We
- some other. pressure group inter- should. face the problems. of re-
est, operating 'a gold mine,  or gaining public confidence in our
- perhaps. even.being -considered an credit structure by returning o a
- unconverted, orthodox -economist fully convertible currency.
(of the old-orthodoxy and not the, It is not yet too late to return
new): 3 y to gold.convertibility with safety.
. It.is hard-to-explain-why the We have enough gold to support
gold. standard, after ‘a.long:and the credit. structure in-both do-
gtlsfactﬁ)lry a;‘ec:eréii;t,edbe}nmev- stz mestic and international relations.
oroughly discr - In-recent. “The penefits to be -gained by a
- years, but I believe that ‘the: ex- retyrn to ‘the full gold 'standird
planation can: be: found in Eng- are: Confidence in.the dollar be-
land’s failure to- adjust: herself t0. ¢ayse it would be convertible into
-~ the -gold: standard-ins the: 1920's,. gomething ‘which would. satisfy-alk
. ~and in the-associatiom: of the gold- ; ; % ke i L
) LS i people as.a store of value; it would:
f gsgdggpr‘ggznmﬁfm&z“gm” “give: a. reasonably: stable’: money
States i 1929-1933, . mited: with. political: controls limited. by
*" The impact. of Keynesiani eco--the currencies: of the: world to a
nomics destroyed: the gold stand-- single - measure’ of: value and’ thus:
ard tradition:-as well - as- many: greatly: facilitate the . free move--
other * orthodoxies. . However,~ a ment of capital and trade. .
more “scientific’” monetary  sys- - o ;S :
- tem"did- not. prove- to. be a‘satis- Co I
; factory sut.)stit_ute; ‘It has not pre- “Operation of the Gold Standard
Tonled migmanagement and 10 pronetary Systems Are a Product
ited or unrestricted: management . - % Bvolutlen. .
- might come’te grief has prompted . Every student familiar with the
: gnany to-reconsider: the' virtues of standard-works.from 'W. S. Jevon’s
s -.““Mechanism.of 'Exchange” down
to contemporary texts on money

. “the gold standard system. -
Summary of Address:. Thesis: - and -banking knows the ‘story of
" My purpose is to describe money,  viz: ‘- How ' commodity
briefly. the operation of the ‘full-money, grew out of bartering one
gold: standard; - why." the gold commod_lty for another, how rep-
standard fell into disfavor; how Tresentative tokens or.promises be-
the - present ‘status of the dollar came more conveniept media of
differs from the full gold standard exchange and effectively served
and why it is.not a wholesome a$ substitutes - for . commodity
and stable one; and the advan- money, and how, after long and
tages to be gained from an all-out, painful experiences, other assets

i disguise the fiat-character of these the Ban

- “useless” stages-of evolution and called attention .to - this. in. his
“-to,print.“John:Law: debt money,”: “Monetary Reform,” 1923.. . :

or -assignats; mandats,--or “Con-
tinentals” directly without provi-
sion for the Tedemption of the - Gold Standard.:

paper | into: ‘appropriable -assets. The smooth operation. of the
Experiments- of- this ‘kind -were gold standard in- .the United
tried in many countries and near- Kingdom say from 1890 to 1913
ly.-always failed- because of the seems almost incredible to..us .in.
obvious fraud. -Then, in order to.these days. Under the Act of 1844
i ‘ of England was:limited
promises,: governments sold their (except during -three suspensions)

Example -of Smooth Operation of

.. obligations’ to: central® banks: in.in.its-note issue-powers. to, pound
- exchange for bank: notes.” ‘When: for. pound ¢over-of gold-vs. notes,”
- this: was done: directly, - as 'in the i.e.,.over and ‘above a:fixed fidu-
_case of Germany-after WorldWar. ciary amount:. The: Bank.of Eng-

1, the Reichskassenscheine became land: held " gold- varying normally:

¢ virtually the: ornly’ assets:back of from. about. £33’ to £38 million.
‘- the Reichs marks. and- these: be-- The* amount. held::was. reported:

; came worthless:. A: moreisophisti- week. By- week:-and+ \,vas-'ciu'efullyj inflated. fou flseal, purposes;. .And

ing what was -

.econemic: forces; and it would. tie

full gold standard, rather than

continuing to operate on our pres-

ent hybrid standard. )
My conclusions may be briefly

summarized: " .7

thari commodities were monetized
when Goldsmith and other mod-
ern bankers assumed demand or
_cash obligations on the basis of

fractional cash reserves; the next
stage of the evolution was reached

. 1-cated method-is; bank-credit. def-

icit:financing through the market,.

< "as was the practice in World Wars

I.and II.. .This gives debt money
‘the ; appearance’ of ; having - asgets
back: of it, assets which, if not im-
mediately appropriable, will even-

time ‘the status .of money in rela-

tion to gold is not clear and.dif-

ferent interpretations -are. given.
Even before Keynes, D. H..Rob-

ertson, in the early 1920’s, .in, his-
-delightful. little. Alice-in-Wonder-

land-style book. on “Money,” .de-
'scribed - the. ‘relationship  of -the’
‘John Bradbury’s (British - Treasury
-Notes)_to the, “ghost of gold,” ani

he related stories about the South
African foreman with a glass .eye
‘and, stone money on the Island of
‘Uap,. "These latter two examples
of ‘token. money have been cited
so ‘often “that they might almost
be considered the stock-in-trade
of critics of the gold standard. The
implication of these stories is that

if superstition and mysticism' work
with primitive peoples they should

work with us; we can. bury our
gold and live successfully " and
happily in' a ‘ghost world. © |

Despite the lessons of history
we haven’t yet; it seems, learned
the character-of credit (debt), nor
do”we understand- the rules or
laws of its behavior.

Gold Standard had a creditable
history -for neary a-century prior
to World War 1. It broke down
occasionally but was ‘always re-
established. and: on- the’ whole its
purchasing’ power' remained - rel-
atively - stable.. - J: " M.: " Keynes

-the moon.”. x

watched in: the: market; since. it
had an effect on the Bank Rate.
If- ‘the. lower ' figure' - was -ap-:
proached’ the . bank rate "was
likely to.be raised; if the higher

figure ‘was approached - a: redue- -

tion in. the bank rates might be

tually ‘become  'so.. In the mean- ‘expected. In fact, the effect was

almost -automatic: at £38 million
the rate might- be as-low as 2%
and at £33 million as high-as 6%.
A charge . of . 1% - would. ‘attract
gold. from Europe, 2% from the
rest of the world, and.10%’ *from

Hartley Wit h ers maintained
that not-many men in “The City”’
understood: how this- “automatic”
gold - flow . -exchange ,'system
worked, but the- important thing
is that it did work.: It worked ac-

cording to expectations and busi--
nessmen .and bankers could count.

on it and the significant point is
that both internal stability and
international. stability were
achieved to a remarkable degree
by adhering rigorously to but one
objective, viz: maintaining the
pound on a convertible gold basis;
they were not guided by prices,
employment, income or even such
a general objective as ‘“accom-
modating commerce and business.”
Its secret was to keep the credit
structure sound at home and the
pound sterling sound abroad by
making the pound convertible into
gold. !
Another important point to note
in this connectioni is the small
amount of gold reserve which’

was needed. to keep-liquid and in.

balance: billions- of pounds. of fi-

nance-and: trade: This-is under-

737 9

standable. when we realize that all
buying ‘and 'selling. i§ essentially -
barter - — exchange of goods for
goods (or services), and that
lending. and borrowing involve
credit-debit = operations which
eventually- cancel or. wash. out,
For example, I was once' greatly
impressed. to.see the debtor-cred-
itor transactions of 52 banks, in-
volving - almost. $600 million set-

tled. at the New: York. Clearing
<House ‘for the: minute- sum of 3

cents. . . : '
" In’ general, the - gold .standard

~breaks down’ in. ‘debtor countries

with: low" reserves - and" doubtful
assets;: with' a. curreney : usually

suci.countries are- usually handi-

capped by ‘inflexible: cost . price =~
-and -wage systems, - trade ‘restric-

‘tions, tariffs, etc., which obstruct
the free operation of market sup-
ply and demand forces. - Naturally
the conditions under which the
gold standard: works-are the same
as. those required -of any credit
system. et i

The gold standard system::
breaks down when people at home
or abroad . loose . confidence: in
money . claims and -ask .for. the
gold . commodity . money -itself.
Then critics of the gold standard
blame people.for hoarding,. But
when credit collapses do we blame
the credit system? Sometimes we
do, and then nothing goes but
spot-cash or barter transactions.
Usually when that occurs we at-
tempt to ‘reestablish the . credit-
debit system on a sound basis—
either deflate the ‘debt to .the
debtors’ willingness and ability to
pay—or build up the assets to
support outstanding obligations at
par. :

oI -
Why the Gold Standard Broke
Down.  Why It Fell Into Dis-
favor in the United Kingdom.

Views of British Economists '
Nobody questioned the advisa-
‘bility of returning to the gold
standard after World War I. The
Cunliffe Committee recommended
it in 1918-19 in-Great Britain and
it ‘'was: taken for granted at the
international - monetary - - confer=
ence at. Bruxelles and Genoa in

‘the early 1920s; and-the Gold Del-

Continued on page 33
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right to subs

Tkis advertisement is neither

1,004,869 Shares - |
~ 'The Southern Company =

Common Stock

Par Value $5 per Share

Holders of the Company’s outstanding Common Stock are being offered the
cribe at $14 per share for the above shares at the rate of one new share
for each 17 shares held of record on April 16, 1953 and the ad
oversubscription, subject to allotment, for shares not subscribed for pursuant to
the above offer. Subscription Warrants will expire at 3:30 P.M., Eastern Daylight
Saving Time, on May 7, 1953. s

The several Underwriters have agreed, subject to certain conditions, to pur-
chase any unsubscribed shares and, both during and following the subscription
period, may offer shares of Stock as set forth in the Prospectus.

sanofferto sell nor-a.solicitation of offers to buy any of these securities.
The-offering.is made only by the: Prospectus. -

- April 17,1953

ditional privilege of

We got off on the wrong’ track when central-bank debt came to
in 1933 when we abandoned the gorye a5 member bank reserves,
gold standard in the belief that it 4},,< providing for the pyramiding
rather than monetary and eco- of debt-money through the opera-

_ momic management was to blame tion of 3 secondary credit expan-
for the collapse and the great de- gion; and a final stage is reached
pression that followed, and in the hen the gold reserve was ab-

~ belief that ‘what was good for stracted from the monetary sys-
England was good for us. tem completely and inconvertible

With the resulting freedom from geht-money rests on nothing but
gold standard restraints we built .gcpt, as in the case of United
up a weak credit structure, prin- gingdom and, domestically in the
cipally by monetizing the huge ynifed States.
public debt. The political man- ~po¢ore the mysteries of debt

-'céalk°b¥c’Dx Bel!ﬂ';:fwé the Mid- monetization were understood it.
es' conom: SS0Cl . . . .
" did not seem illogical to skip the

Copies of the Prospectus may be obtained from any of the several under-
writers only in States in which such underwriters are qualified to act as
dealers in securities and in which the Prospectus may legally be distributed.

The First Boston Corporation
‘Ladenburg, Thalmann & Co.  Carl M. Loeb, Rhoades & Co.
Wertheim & Co. o '

" kds, lowa, April 9, 1953,
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- Life Insurance Companies |
And Securities Markets

By GEORGE T. CONKLIN, JR.*
Second Vice President
Guardian Life Insurance Company

\ Life company executive discusses leading factors which deter-
mine life insurance investment policy and its importance be-
cause of guaranteed fixed interest rate on reserves. Explains
life insurance company investments in various investment
categories and finds direct placements of corporate bonds be-

coming a dominant factor in

this field. Says life insurance

companies have shown a decreasing interest in common stocks
in recent years, despite legislation permitting them to invest
in equities,

The influence of the life in-
surance companies upon the se-
curity markets may best be
understood in the light of the
backgrornd
factors which
determine life
insurance  in-
vestment pol-
icy. The more
important of
these factors
will be dis-
cussed briefly,

The life in-
surance indus-
try is - just
about the most
regulated in- .
dustry there
is. Such reg-
ulation is on
the state level and is co-ordinated
by a National Association of In-
surance Commissioners. A further!
foctor tending toward conformity
¢Z regulation is the fact that an
insurance company domiciled, say

R

G. T. Conklin, Jr.

“ in Iowa, and wishing to conduct

"business in another -state, must

‘conform substantially to the regu-
lation standards of that state.
Mew York State insurance law has
had wide influence in this -re-
spect, since companies doing busi-
ness in New York hold well over
80% of all U. S. companies assets.

As far as investment policy is
concerned, regulation affects it in
three ways. -

“(1) State laws delineate specif-
ic allowable fields of investment,
In New York State these fields
are U, S. Governments, munici-
pals, Canadian Provincial and

. Government obligations, corporate

bonds, preferred stocks,  common
stocks, equipment trusts, real
estate and housing.

They likewisé frequently regu-

- late the extent of the investment

‘permitted in any one field, and

Growth and Stability of
The Industry

A striking characteristic of the
life insurance industry and one
which has had a primary influ-
ence on its investment policy, has
been the growth and stability of
the industry. For the last 70 years,
in prosperity and depression, life
insurance assets have continued
to grow; there has been no year
in this entire period in which as-
sets did not increase over the pre-
vious year, This continued growth
and cyclical - stability of assets,
coupled with the long-term and
predictable nature of policy lia-
bilities, has meant that the life
insurance industry could afford
to take a long-term point of view
in investment. It has - meant ex-
tremely low liquidity needs, with
gross cash inflow running three
to four times benefit payments,
and has thus allowed for full
investment of funds on a long-
term basis. It has given the in-
dustry the economic ability to
ignore short run market price
fluctuations and depressed values
of /distressed business conditions,
and to hold for léng-term recov-
ery. It is emphasized that the in-
dustry has the economic ability
to do these things; it does not
necessarily have the legal ability
to do this, which in mmany ways is
unfortunate,

Furthermore, policy liabilities
represent a fixed dollar amount;
hence inflation hedges are un-
necessary as a part of a life in-
surance investment operation.

Guaranteed ‘Fixed Interest Rate
‘On Policy Reserves

Interest rates on policy reserves
are fixed and guaranteed, and
cannot be changed for any exist-
ing policies. Any downward or
upward change affects only new
policies and since the relation of

set up minimum standards to _new business to business in force
qualify an investment.

(2) They limit the accumulation
of surplus. New York State pro-
hibits the accumulation of surplus
in excess of 10% of reserves and
other policy liabilities. This is an
extremely important factor. con-
ditioning life insurance invest-
ment, for it means that the risk
cushion which can be accumulated

. is sirictly limited. Consequently,

it severely limits the risks which
a life insurance company can ap-
propriately take. .
(3) They regulate the valuation
of assets. Certain assets may be
carried at amortized values, others
such as commons and preferreds
must be carried at market values.
The wide fluctuation in the prices
of these latter securities, coupled

with the limitation upon surplus *

accumulation, means that life in-
suraice investment in the equity
ficid must necessarily be limited.

Considerable work on valuation
is now being carried on -in an
attempt to arrive at a method to
provide greéater stability of in-
wvestment values,

*An address by Mr. Conklin at the
Sixth Annual Convention of the National

Federation of Securities Analysts Socie-
ties, Philadelphia, Pa., April 13, 1953.
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is relatively small, any change in
guaranteed rates takes place only
over along period of time, Thus,
the severe -decline in interest
rates from .the depression until
1947 seriously affected the life
insurance ' industry, for not only
were their new investments made
at lower rates, but their existing
investments were taken away.by
call and refunded at lower rates.

This means. that the past is a
weighty- determinant of the re-
quired interest’ earnings :of the
life industry and exerts a heavy
pressure on investment officers
to secure a rate of return at least
equal to that guaranteed on' policy
reserves.

Competition 'and Free Enterprise
In the Life Insurance Industry

its history has been characterized
by a high degree of competition.
It has continually demonstrated
a disposition‘to accept the risks of
?he private -sector of the economy
in order to ‘achieve a higher "in-
terest return, ‘in turn to achieve
ghe lowest. net cost position for
its policies in competition with
the market, rather than to seek
the riskless safety and low re-
turn of investment in government
bonds. Thus, wherever possible

The life insurance industry over’
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life insurance investment has been
directed away from governments
and into private enterprise.’

Trusteeship

The trusteeship characteristic of *
life insurance is go ingrained with
life inisurance management and
the public alike, and so taken for
granted that at first blush it seems
unnecessary to even mention. it.
However, 75 years ago trustee-
ship was far from a reality. in
the insurance industry. Neither
was another present day accepted L ’ .
truism, the absolute safety of life ~ The principles of sound banking
insurance, In the decade of the and of sound credit practices are
1870’s practically one-half of ‘all the same in every bank regardless
life insurance companies failed; Of- size or locatloq. )
and the fundamental cause’of . director is
failure lay in dishonesty and fraud [ .22 . asked' to _ap-
in the investment side of business. 7 prove a given

As a result of these abuses of loan, it makes
management, steps were taken to little differ-
correct the situation by’ the in- ence wh.etl_aer.
dustry and the regulatory au-: he is sitting
thorities. Gradually there, | on the Boa}‘d
evolved ‘a strong industry with of a $1 mil-
a high sense. of public responsi- lion bank in
bility and trusteeship, This has ... - Broken Bow,
meaht that safety has developed - Nebraska, .or
over the years as- the primary . ‘a $100. million -
consideration of life insurance in- ~bank. here in
vestment. Thus, by the. very 'na-. | “Louisville. In
ture of its trusteeship, the life ™ 1o L Rokisk either case, he
insurance industry cannot .be ex~ “- =+t RN g gging to
pected to furnish speculative  or . look for the
venture capital to new enterprise.: traditional three C’s: Capital, Ca- -

Given these background factors, ‘pacity, -and .Character. One bad
it is only natural that life insur-‘loan of $1,000 is just as serious to
ance investment shouldbe 'di- that' bank in Broken Bow as. one
rected primarily toward fixed in-. of-$100,000 to the larger:bank.
come investment, of "a-longer- . Eyeryone would agree that the
term nature, with the backing of techniques of -administration in
an equity rlsk’ cushion and dem- {he two banks might be quite dif- .
onstrated earning power. ferent; nevertheless, the -basic

Consequently, as far as the se- principles are identical. Thorough
curity markets are concerned; and. regular inspections.and ap-
the primary influence of life in- praisals are just as important in
surance investment policy is felt the case of livestock and machin-
in the bond market. At the present ‘ery-securing a farm loan as they '
time approximately $42,000,000,000 -are for the -accounts receivable
or somewhat less than 60%: .of ot inventories’ pledged to secure
total life insurance assets are in--a manufacturer’s loan. The impor-
vested in bonds, and .in: the-past ‘tanceof adherence to-amortization-

When a -

Responsibilities of Bankers

By J. L. ROBERTSON* )
Mgmber, Board of Governors, Federal Reserve System

Although stating principles of sound banking and credit are

the same, regardless of a bank’s size, Reserve Board member

- points out, in small bank, director must have more compre-

hensive knowledge of all the bank’s activities. Urges country

banks be made attractive, and warns credit expansion in recent
years places heavier burden on bank direciors.

aware of the pitfalls ahead of the"
bank which has no management
succession program.

Even more encouraging: than
the awareness today by bank di-
rectors of their detailed respon-
sibilities is .the widespread evi-
dence of their realization of the
importance of their jobs — jobs
which - cannot  be “delegated’ to
others, jobs which in a sense con-
stitute a trusteeship not only for
shareholders’ but- for the entire
community.. With this realjzation,.
our: banking.system should. be'in”
a position to make an even greater.
contribution 'to''the maintenance
of ' the "high’. degree’ of economic
stability ‘and. progress which - our .,
country has achieved. . o

- The program presented here to- -
day -has ' touched - upon.' many :
aspects of the-job of a bank dire¢-
tor—responsibility: for:the  selec=
tion and supervision of:personnel, -
for safeguarding. the bank’s assets;"
for evaluating operating perform-
ance, and for relating general eco-
nomic developments-to local busi-
ness conditions. - : ;W

Bank Face-Lifting
~ Against this background I would
like to.explore a slightly differ-
ent -path. ‘We hear ‘a great: deal
these . days :about. three-dimen<
sional films designed to give mo-
tion pictures new depths of per-
ception-and realism:- Let me try
to- use a . somewhat ‘comparable :

2 vehicle to-lift away the facade of

year, net additions to the ac--or repayment schedules s surely "
count amounted to about $2,250,- 'no less in one bank ‘than it is in’
000,000. ) ...~ another -merely because one is
This market is a highly compet-. classified ‘as a city bank' and the
itive market,- and the influence :otheras one of its country cousins.
of the life insurance companies 5~/ U £ = u
is no greater than the influence ' Small Xﬁ“g’nlﬁ,’ctz' tMPSt Follow
of a single factor on the supply =~ - anistacvisies
side of any supply-demand equa- - I am willing to concede one dif-:
tion. The industry has been ac-: ference between these two types
cused by a few .of ‘dominating. of -institutions—if ' anyone insists
the bond market—AL A. Berle upon it. In a:small bank, the di-:
has stated that we have.in our rector must have a more eompre- -
hands the power to determine the ‘hensive knowledge of ‘all the ‘ac-
long-term interest rate for capi- tivities of his bank..The so-called
tal in the U. S. ks “country -banker” must know the
This is simply not so. The life answers. He i3 not.in the. position .
insurance companies ‘represent .—as: his.city ‘friend may be—to
only a portion of one side of the -'_hgre_a'fﬂock_ of specialists to fur-
market, namely the supply side. -nish Ahin_l with.‘the answers. Still,
The- other and more important“a bank is.a:bank, and the job-of -

-side of the market is the demand -being-a. good-bank director: is not"

side-for -funds. The supply side of altered by any-artificial label like
this market plays a more: passive '‘‘country: bank” or-*city bank.”
role in the determination  of.in~ .- Today; top-notch directors are
terest rates than the demand,. be-: insisting on’ being - furnished with
cause the supply is much steadier broad-scope reports from manage-

than the demand. Thus, money for “mentconcerning: every - aspect -of -
.investment flows rather.con- the bank’s operations-—from lend-

stantly * into the life insurance’ing-and* investing policies -and
companies and is invested just.as- practices to the special methods
constantly, for as a matter “of in<devised to deal with criticized as-=
vestment policy, they do not build “sets. ‘They-areinsisting: upon-the -
up large cash balances. The de- -establishment of adequate internal
mand for these funds in the form™ audit. controls; realizing that the
of mortgages, corporate bonds is~ "old idea that small’banks. cannot -,
sues, etc.,, fluctuates widely from-afford such measures has been ex-
year to year in response to trends - ploded,..that-in fact: they cannot
in capital formation. A decline in_afford mot to have them. Theyare..
new capital formation usually re=". devising. methods to check up on-
sults in a greater relative decline Performance," to. see how  Board
in" new bond issues, for .the’de- ‘policy decisions are.working out.
mand. of industry for - outside ‘in actual practice, to Teveal ele-
funds  to finance its capital ‘re- ts ‘of Etfength, and. \aaknes
quirements is largely a marginal TeMS Of -sirengih.and, weakness
demand. Internal funds, including ©f Wwhichthey should ' be . cog-:
lgrge relatively constant déprecia- nizant., They are paying particu-:
»;:)OI; chfarges are tt he .?I‘li{na!‘ty_ -lar attention to.personnel policies
urce for corporate capital”out- 7 ... .. . : : oviding
lays. -For the period- 1946-,1952,.'.“7-1"h 4 ¥jew not. only o pxov:d{ng
corporate bonds issues supplied good management but of assuring
only 12% of the total corporate a.continuation. of it.. They are
demand for funds as against 62% —7— .
from internal funds. When the th;,‘_'(‘::u‘ﬂ:;? Bh,'n;? -ngrﬁe}::;”o?d:ﬁ

Continued on ‘page 28 éﬂgﬁ:;‘?azx:’lfe{;sgfs.oci:twn, Louisville,

present-day banking -and: perhaps -
enable us :to: get a fresh. and
clearer view of .our subject. . -
The easiest way I know' to do
this.is to tell about an.old. friend-.
of mine. .Back in.the early 1920’s
he: was a -director -of one.-of ‘the
30.000 ‘banks then in existence:in
this. country.. -About 30 years-ago .
he :dropped . off ‘into-a_deep: sleep,"
much: ‘as* ‘Rip": Van.- Winkle'-had
done:He' woke. up: for'a short
while-in. the: early 30’s+ju//st long -
enough to hear. the bankers being.
roundly- damned—and went right -
back into' hibernation,: .- .= =
.. He came to.the other day—and
discovered that his bank -was now
one of less than. 15,000 serving the
country. . There: were -many ‘other
changes - equally : - astounding : to
him. He was-not. quite: sure—and
neither -am--I—which -were- -good
and which bad. But he was:greatly
impressed by. these. ehanges. and
that is the reason’l want to repeat
to_you-now ‘what he told me.- '~ |
" You  can. imagine ' his: surprise
when he ‘'saw--what a-face-lifting
the .bank premises.-had had, both
inside. and - out.:.*Why,”. he  said,
“this :.looks .- positively . inviting.’
What happened: to that cold, stony,
atmosphere for. which we were so
well known?”. In-the’ lobby, - he
missed. the .wire tellers’ cages.. .He -

didn’t’see ‘a.single ‘Prince ‘Albert,

but he found a‘great many every- -

day . folks—clerks,. laborers,. fac-

tory workers, farmers; and house-
wives—and not one of them looked
sheepish,. as though -it-were not
the proper place to be-seen. - .
He was dumbfounded—but not
displeased — to find a bevy. of
pretty girls behind the counters.

He. .reacted very much-as one
might . expeet. to -the .baby pen
where banking mothers could
leave ‘their children, and to the
drive-in - service, complete with
“snorkel.” He sarcastically - in-

- Continued - on page -27
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Problems of International
Investment

: By G. XEITH FUNSTON*
i President ¢f the New York Stock Exchange

Maintaining it is high time that government back -out «of foreigh
investment and-have the private investor ‘step in, Mr. Funston
outlines as a three ptonged program for encouragement of in-
ternational flow of private capital: (1) ‘removal of export and
.import quotas aleng :with multiple éxchange rates, discrimina-
‘tory taxes and restrictions on profit rémittances; (2) removal
of capital gains taxes and double taxation of dividends as
well as international doublé taxation; and. (3) establishment
of closer working relations between stock exchanges, business
organizations and financial concerns in different countries. -

' I'd like to falk over gome prob-
“lems concerning the employment

~of capital in national ‘and inter-:

national channels — employmetit

‘insuch a

manner as to

secure the

.Sreatest bene-
fit for each
Seountry and
.for  each..in-

. Such  bene-

“fits, of ‘course,

‘are social and

“political as

~well . -as : eco-

‘momic—if, in- :

:deed, the three

~areas can ‘be

:separated. :

_These are problems which are not
Aandigenous: te Canada -or 'to ‘the
AJnited States. They ate globdl in
iscope -and --upon their successful
isolution ; hinges the, economie
Jhealth and political sanity of the
whole world. .

-~ It seems to .me that eur:coun-
Aries have come closer to a work-

“able’ sblution -of ' ‘the investment

problem ‘than' any other' hations
“w—gértainly -than “any other team
“of nations, Each country has been
Fortunate in having been endowed

#with fbountiful natural resources.

Bt thére aré other factors which
fare éven ‘more important — an
dnténse Jove of freedom ‘and the
~+will"to tight to preserve our free-
sdom, the-imagination of ‘peoples
‘who ‘have have -the courage and
fdaring to risk in thé “hope of
‘gain, 'the faith of peoples who
believe in their own future,

I don’t mean to imply that our
two countries already have estab-
lished political and  economic

-utopias and ‘that now we can af-

ford “to sit back and let nature

[‘take its course. I do say that we
. have established a sound working
.relationship  which can still be

greatly improved — but which
even now we may commend to
the rest of the world for its infor-
mation and benefit,

Canada’s Economic Progress

Canada seems to be telescoping
into a handful of years what it
took the United States decades to
accomplish: you are building a
‘great manufacturing plant to com-
plément your achievements as an
agricultural nation, as a trading

“mnation, and as a producer and

Pprocessor of raw. materials.

.- The success of your ‘efforts has
been —to put it mildly — sensa-
tional. And not the least extraor-
dinary phase of your Tapid
-growth s the financial solidity
-on which it is :based. The United
States today has an investment
'surplus--we have been an ex-
porter -of capital for some 30-odd
years—but it took a century ‘of
growth -fo “reach that position. I
was really ‘astonished, in all
frankness, to learn that Canada,

while ‘consuming huge amounts
‘of money in the postwar growth
period, has -also been in "several

— .

*An -address by Mr. Funsfon at a
“Juncheon reéting wof the Empire Club of
“Canada, Toronte, Can., April 16, 1953.
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recent years an -eXportef of capi-
tal.

Just as astonishing ‘to ‘'me is the
relatively smallcontribution

‘which foreign capital has-made to -

your postwar. growth. While

“United Statés investors, individual

and corporate, ‘have been- privi-

‘leged to put to work a substantial -
| -amount of money in Canada, most
i -of your -expansion has been’ fi-
§ ‘nanced by capital created by your  °

<own' ‘efforts. The United States
‘has not been exactly an economic
laggard in recent years but you
have outdistanced us in the per-
centage ‘of your national product
which yoti have reinvested for the
creation of new wealth.

‘While the amount of United

States capital employed in Canada '

is-small in relation to your own
‘investments, ‘the total neverthe-
less is large and increasing. ‘At the

end ‘of 1951 total foreign' invest-
ments in your country were $9%
‘bilkon; of this United States in- :

vestors supplied $73; billion.

In 1951 Canadian ' tompanies |
paid out ‘to United ‘States share :,

‘owners $284 million in dividends;
in' the,past 10 years those divi-

dend payments” have added up ' |

‘to almoét_; $2 billion.

‘Thesé figures have much moré
than a ere ’'dollars-and-cents$
significance. We are allowed by

you to invest in ‘Canada, to share - -
in youf future, just about as easily -

as I rnight drive across the Inter- . -
national Bridge. And the Cana- .|

dian investor who wants ‘to own
@ share in a United ‘States ‘com-
pany taf invest his money with
the same ease that he can buy a
share of ‘a Canadian enterpriseé.

This flow of ‘capital, I need
hardly say, is not all from South
to North. As I have already
pointed out, the interest of United
States investors in Canada’s spec-
tacular growth is intense—but
the per capita Canadian invest-
ment in the United States is
targer than per capita United
States investment in 'Canada and
has been larger for some time.
The latest available figures
showed that, on <average, each
Canadian citizen had a per capita
United States. investment of $84
while every United States citizen
had a Canadian investment of $39.

Surely here is a magnificent
example ‘of  ‘international = trust,
respect and confidence. T ‘hope
that relationship flourishes for as
long as our two countries have a
common border.

Does anybody consider this un-
impeded flow of eapital an en-

croachment on ‘the sovereign -
rights of ‘thé United .States or -
Canada? I think not. Rather, it -
is an economic Ppattern which I

suspect some -day will prevail
among all civilized countries, once
they learn that political freedom

and ‘economic freedom walk hand -

in hand. Tt is a pattern symbolized
by the International Bridge con-

necting our two countries -across °
the St. Lawrence. Eventually -
many such international bridges :

—bridges to accommodate the.free

flow of private ‘capital — will -

stretch - from Canada and the
United States across the séven

seas to E\irope, Africa, ‘South

America, the Near and Far Easts.

Securities Market—Core of
Investment Process

Whether the investment is na-=
tional or international, the core
of the investment process is ‘the
securities ‘market. On stock ex-
.changes in  Toronte, Montreal,
New York, London, Tokyo, minute
by minute and day by day, the
immediate worth 'of hundreds of
billions ‘of dollars of corporaté
property i§ constantly and pub-
licly measured. It is in such mar-
kets ‘that the seller of ‘securities
ican* always find 'a buyer, the
‘buyer can -always find a sellet.

‘Securities ‘exchanges are not
tnechanical ‘devices imposed ‘upon
‘an ‘economy at ‘the ‘whim of a
group ‘of brokers. They are an
integral part of the Ccapitalisti¢
system without ‘which ‘that econ-
‘omy. cannot function.

In the words of John B. Braith-
waite, . Chairman of thé London
‘Stock Exchangeé, who visited thé

Toronto Stock Exchange last Fall,
“The ‘Stock’ Exchanges of the
world are the ball-bearings upon
which the wheels of industry and
finance revolve.”

The roots of the New York
Stock Exchange go back to the
days when an infant nation was
struggling to its feet. One of the
first ‘acts ‘of ‘George Washington’s
government was to consolidate the
national ‘debt, . which amounted
then to a :staggering $80 million.
People were willing to buy the
bonds of ‘the new government-—
but, at the same time, they wanted
some means of quickly exchang-
ing those securities for cash. The
New York ‘Stock Exchange was
developed to meet this need.

One hundred -and sixty years

(1739) 11

that he can sell his shares at @
fair price five ‘minutes after }::
has bought them.

The value of stock exchanges :.1
not limited to their immediate an.{
direct - importance as mark::
places. A capitalistic economy wi'l
stagnate unless great sums c!
money are constantly pumpe:l
through the system — money fo-
growth, for the development ¢!
new products, new industries. Ancl
‘without a healthy securities maz -
ket the raising of hew funds by
equity financing is all but impos -
sible.

~An unhealthy market for secti-
rities is rightly regarded by busi--
hessmen everywhere as a dange.’
signal, a signal that the comple.<
mechanism of the economy need:

Tater ‘our Exchange—like its To= jnspection and perhaps repair. Fc
rento ‘counterpart—exists for ‘'ex-" it is the stock .exchange which

actly the sathe ‘reason. The in-
vestor ‘ih the United States ‘or
‘Canada is willing ‘today to ‘put his
savings to ‘work in industry main-

1y because of the existence 'of our °
national market places. He knows ~

provides the machinery to spreac
the owhership of industiy
throughout our lands.

- And it is-on our exchéngés that
Continued on page 33
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NEW ISSUE
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| This Identifying Statement'is not an ‘offer to sell these securities. They -are subject tb the regisiration-and prospectus re-

quirements.of the Federal Securities Act. Information about the issuer, the securities, and the-circumstances of the offer-
ing is contained in the prospectus which inust-be given to the buyer and may be obtained from the undersigned only in
States inwhich they are qualified to act as a dealer in securities-and in which the prospectus ay legally be distributed.

s R1B657 Shares:
Aluminium Limited

(Incorporated under the Laws of Canada)

- Capital Stock

Without Nominal or Par Value

Issue The shares to ‘be offered ‘represent new financirig by the ‘Company ‘and will be:offered ‘to
ptestnt shareholders on ‘the ‘basis-of one new share for each ten shares held ‘of record 'on April 24, 1953.
"Rights to substribe will expire at 3 p. m., E.D:S./L;;on May 15, 1953, The [First Boston Corporation and
White, Weld ‘& Co, have agreed with the Company to-act a5 Dealer Managers to form and manage a group
of securities «dealers for the purpose of soliciting 'subscriptions in the United States. A. E. Ames & ‘Co.
Limited has’a similar agreement to act as Dealer Manager-in Canada.

Subscription ‘Price The Riglits ‘may be exertised, at ‘each subscribet’s option, either in ‘Canadian
dollars at a price of $33,50 per share or in ‘United Sttes‘dallars ut aiprice of $34.00 ‘per share. The United
‘States dollar price represents the approximate-equivalent-of the Canadian dollar priceion April 16, 1953,

The First Boston Corporation White, Weld & Co.

April 21, 1953

* "Please’'send me a copyof the prospectus relating to
Aluminium Limited’s offering’of additional shares
of capital stock without norninal or par value.

Name

Address

Copies of the Prospectus may

securities-and in which

This announcement is neither an-offer to sell nor a solicitation of offers to buy any of these securities.
The offering is made only by the Prospectus,

186,753 Shares

Aluminium Limited

(Incorporated under the Laws of Canada)

Capital Stock

Without Nominal or Par Value

These shares are part of a hew issue of 818,657 shares to be offered by Aluminium
Limited to its shareholders and, with 62,250 shares to be offered in Canada by
A, E.- Ames & Co. Limited, are to be acquired throug!l exercise of rights to be
purchased from certain shareholders, all as set forth in the Prospectus.

" Price foi the shares offered in the United States

$41.75 Per Share

| TheFirst’Boston‘Cofporation White, Weld & Co.

e .

be iobtained from the undersigned
only in States in which they are qualified to act.as ‘a dealer in
; the Prospectus may legally be distributed.

‘April 22,1953
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~What Can We Do About Taxes?

. . By JOHN-J. MANN*

Chairman, Board of Governors
American Stock Exchange

Mr. Mann, commenting on the burden of taxation and its ill

effects on equity investment,
expenditures can be reduced.

points- out where government
Stresses importance of equity

investment and lists as means of making equity investment.s

more attractive: (1) reduction of individual taxes; (2) ab?h-

tion of the Excess Profits Tax; (3) reduction of capitafl_ gains

tax and shortening period of its application; (4) abolition of

double tax on dividends, and (5) increase of the capital loss
offset to capital gains.

Taxation has been a bad word,
in the minds and mouths of citi-
zens of every nation subject to
the burden, from the time of the

ancient Egyp-
tians, and
very likely
before that.
But, we who
live in this
present en-
lightened gen-
eration, might
well laugh
with scorn at
the gripings of
the ancients
and others
who preceded
us on this
earth, know-

John._J. Mann ing full well
that with all their dolorous wajl-
ing about the tax burdens levied
upon them, they “never had it so
good.” Unlike ourselves, they
could not appreciate to the full,
the meaning ‘of the maxim that
“the power to tax is the power to
destroy.” Though they complained

 about the payment of tithes, they

could never wholly. realize their
existing - good fortune, or know
that we, their descéndants, might
in some instances be permitted to
retain only the tithe, and required
to pay the. rest.

Of course,.we. all know that
taxes are necessary. And so long
as those levied upon us-are essen=
tial, equitably imposed, and uni-
formly collected, we have no just
cause for complaint. We fully ap-
preciate that we all must bear, in
proportion .to our-ability to pay,
a fair share of the costs of gov-
ernment, of preserving our . na-
tional security, of the interest on
the public debt, and other legiti-
mate, costs of living in the most
powerful and productive nation
on earth. y

What . we can demand of the
new Administration, in return, is
that it act the part of the good
steward it should be, that it so
budget its costs that our money
is expended only for essentials,
that the costs thereby incurred
be equitably. assessed upon us, and
that our just debts accruing there-
from be collected without fear or
favor. What 'we ask of those who
expend our tax monies is that
they act more like the fiduciaries
they should be, than as spend-
thrifts, and that they - approach
their budgets not from the view-
point of how much they can spend,
but how much they can save.

Difficulty of Cutting Budget

All of us fully appreciate, of
course, that it is much easier. to
sdy “cut the budget” than to take
pen or pencil in hand and actually
do so. This'is particularly true
on the government level during
the present period of international
tension. "As you know, proposed
government income and expendi-
tures for the year 1954 amount to
$68.7 billion on the one hand and
$78.6 billion on the other, with a
looming deficit of $9.9 billion.

Of the $78.6 billion. expendi-
tures, the military will absorb
59%, international endeavors 10%,
interest on the national debt 8.7%,
veterans 6%, and other costs 17%.

- *An address by Mr. Mann at the Fifth
Annual Management Cenference of the
Schen} of Business .and Fublic Adminis-
tration, Cornell University, Ithaca, N.
April 17, 1953, il e

igitized for FRASER

aser.stlouisfed.org/

Y""iihe knot. They approach the

The $68.7 billion in potential re-
ceipts will be obtained as follows:
47% from taxes on individuals,
34% from corporations, 14% from
excise taxes, and 5% from cus-
toms and other sources. .

While we all hope for relief
from = individual and corporate
taxes in as short a period as pos-
sible, and while many of us had
fond hopes that some such relief
might come in the very near fu-
ture, it is apparent that we would
be naive in the extreme to expect
significant, if any, tax reductions
during the current year, unless
some perspicacious gentleman or
group thereof, can divine a satis-
factory formula for making gov-
ernment expenditures equal re-
ceipts during 1954, or in the rea-
sonably foreseeable future.

As you know, President Eisen-
hower stated :in the middle of
March that taxes .should not be
cut until a balanced budget is “in
sight.” In an informal talk to the
Business-Advisory Counsel of the
Commerce - Department, he -said:
“We claim that unless we balance
the budget, there will never be
any lowering.of taxes, because we
thoroughly believe -that an un-
balanced budget is' the -greatest
possible.. spur -to ‘a continued
cheapening of our money. If the
money continues to cheapen, our
idea -is that .we will never catch
up -with -the -indebtedness, never
have a balanced budget in sight,
a proved capability, before we can
begin. to. lower revenues. :Which
does not mean you may not re-
form taxes but you must never
lower revenues.”

We have the Gordian knot ap-:
parently, so now all we need is a
Hercules to cut it.

Reduce Expenditures

The trick of it is, of course, to
reduce expenditures. How can
this be done and retain efficiency
and safety? There is a hard core
of costs which- is now irreducible
as a practical matter—interest on
government - debt and veterans’
obligations - arising out . of past
wars. So far as the national de-
fense is concerned, we are. con-
fronted with - ‘the dilemma. of
striking from the budget the cost
of the:shells that may save us.
-While .some savings can be. made
here by pulling the purse strings
more tightly and making certain
that a dollar’s worth is received
for ‘each dollar spent, it is doubt-
ful that a sufficient sum can be
saved to give real hope to those
who look for consequent tax re-
lief in the immediate future. The
same is generally true so far as
our foreign aid program is con-
cerned and for costs of other do-
mestic. governmental operations,
which have, for all practical pur-
poses; become part of our existing
way-of life so far as the majority
of ‘the voting populace is . con-
‘cerned. - We must understand that
the Congress and the Administra-
tion in reducing expenditures
will be political as well as prac-
tical.  And, ‘as we know, the po-
litical decision will not always be

the one. which the application of.

hard-headed business . principles
would indicate,

- In 2 recent -publication of-the
“Legislation Daily,” on’ March 31,
The Chamber of Commerce of the
-United States took its own cut at

problem by stating initially that
the 1954 ‘budget is really ‘two
budgets, an. administrative budget
and a cash budget. The former

* indicates a deficit of $9.9 billion,

to which I have previously ad-
verted and the second, or cash
budget, a. deficit of $6.6 billion.
In the light of the customary ap-~
proach by budgeteers, to estimate
expenditures too. high' and. rev-
enues too low, they say, that, as-
suming the revenue: estimate :is
too low:-by $1.5 billion, a new
cash deficit of $5.1 billion
emerges.. Taking $2.6 billion from
foreign aid, by leaving the same
amount- for, this -purpose as' in
prior years,-and reducing civil
programs by about $2.2 billion,
they conclude that the cash budget
can be balanced by cutting only
$0.3 billion from the estimated
$45.5 billion ticketed for military
expenditures. And they note that
in this last element, Defense Sec-
retary Wilson has spoken of $4.5
billion, and Senator Taft has
talked of $4 billion, as possible
figures to be arrived at in reduc-
ing military costs.

Whether such a program is feas-
ible, I cannot say, but certainly
it is worthy of serious considera-
tion by the Congress as a studied
approach in the right direction.

Let us hope that some such for- .
mula will be found feasible in the .

near future.
I earnestly hope for a reason-

able .and prompt solution to this -

paramount difficulty—not merely
as.an individual taxpayer, bearing
his share of the present stagger-
ing load with all others, but also
as a businessman and a share-
holder in America’s corporations.

For, I believe that a reduction
in .:individual  taxes and relief
from several . inequitable :tax

measures presently imposed would .

be highly beneficial to American
business and to the country. as a
whole,  and . believe me, such're-
lief is long overdue. h '
For. the. first time since 1875,
the Congress. is now. working on a

-complete revision of the existing

tax . laws.. .One. of. its  'principal
tasks should be to study the ;ad-
verse impact that taxes have had
on the raising of -equity capita] by
American corporations -and ;the
potential dangers to our free :en-
terprise economy thereby result-
ing. :

Importance of Equity Investment

As you know, equity capital is
the basic prop of our free enter-
prise economy. And “those’ who,
in the past and at present, have
been willing to take the calcu-
lated risk involved in supplying
such capital to corporate enter-
prises have been responsible in
large measure for the growth of
our industry and for our present
pre-eminent standard of living, .

Continued equity investment on
a large scale is essential not only
to maintain our present powerful
productive ‘ position, but also to
contribute to the growth of. new
business, the development of new
inventions, the expansion of exist-
ing plants and equipment, and the
discovery and development . of
new mines and oil fields.

Such equity investments ‘are
the lifeblood of our economic sys-
tem and is critically needed, par-
ticularly at the present time to
insure that our corporations ill
not become too dependent on d bt.

‘A recent National™Industrial
Conference Board study’ -shows
that the investment per member
‘in "all manufacturing establish-
ments has about doubled in the
last six years. In 1945, the cdpital
invested for each. production

‘worker was about $5,700. In 1951,

this figure increased to approxi-
mately $11,000. In the oil, chemical
and public utility industries, 'the
cost of new plants and equipment

. averaged over $30,000 per worker,

And, in the. new United States
Steei Plant at Morrisville; Pa., it is
estir.ated that th~ original invest-

.~ Continucd on page 40

The Commercial and Financial Chronicle . .. Thursday, April 23, 1953

v »Reach’ihgelhe"Purple‘JTwiligh: A

By CLIFFORD F. HOOD * .
President, United States Steel Corporation

Picturing the “purple. twilight” era as it.affects the steel in-
dustry, Mr. Hood foresees no immediate changes in- steel pro- ,
duction technique which may result from use of atomic power.
‘Stresses. importance of steel industry in the economy, and re-
.veals.iron and steel production account for' 35% of national -
‘income. Says this is an “Age of Materials,” and calls attention
.to decentralization of industry resulting from competitive rather
than cartelized markets.. Holds we have a two-fold challénge
.in the atomic age::(1) how to use atomic development for con-
:structive purposes; and (2) how to keep this greatest of devel-
.opments from engulfing our freedoms. Stresses importance of
human rights, " =

In the year 1842, Leonard Case,
Jr., the founder of Case Tech, was
graduated from Yale. That same York.
year, across the Atlantic—which. Of course, steel-making, while

science from .it has a romanticism of its own,
the viewpoint is not at all as glamorous as many
-of time and of our present-day undertakings,
space has The steel industry has evolved its
made com- technology gradually over the
parable to the centuries and is characterized by

allow you to have luncheon in
London and indigestion  in New

English Chan-~
, nel—found Al-
fred Lord
Tennyson. put-
ting the finish-
-.ing touches on
hismanuscript
of “Locksley
Hall” This
- work,em-
bodied .an
,astounding
prophecy in the-light of time. All
of us..remember -how . Tennyson
related that he.had /‘dipped. into
the future, far.as human eye.could
see” and.that.he had.-seen “the-
heavens. fill .with commerce.. . .'
and .pilots: of ‘the ,purple:
twilight., . >~ . e
. .1t .we .look into . the sky, it
doesn’t seem purplish:at: all.: But
let- us.go- up,. say, five or:six
miles—as. many. of our. planes-do
today—and everything ‘takes on
a lavender tinge. Let'us .go up
a little farther, and we find the
eternal purple 'twilight . of . the
stratosphere. Every major power
in. the world has been trying to
reach that purple twilight in ‘re-
cent years—and a_ few are suc-

Clifford F. Hood

purple twilight may be . merely
another road sign on the way to
our rendezvous with.destiny.

The -steel industry. is sharply
aware of the purple twilight era
into .which man is pushing.as he
springs -from .one startling devel-.
opment to another. It .has been
little more than .10 "years since
scientists—perhaps a few of whom
are . here. this evening—first 1
leashed and .controlled..the. awe-
some. energy of the atom beneath
the ‘West . Stands. of Stagg Fieid
in Chicago. And here we-are.in.
this . two-day - convocation ,just a
few years later, considering some
of the far-reaching implications
of atomic energy.

'The Transistor

Mysteries — earthly and, cosmic
—are unfolding in bewildering
sequence. A tiny, bug-like object
called a transistor:-has opend up
new vistas for -the::¢lectronics
engineer.. And..we -may..soon ~be
wearing wrist-watch. radios, Just
like Dick Tracy.'I.am told that a
television camera, small.enough
to fit inside a briefcase, may soon
permit me to sit.in my office in
Pittsburgh. or in-New - York and
watch an .Open -Hearth. . being
tapped at one of our, plants at
Gary or .Lorain. If ,Alexander
Grahann Bell’s . teiephone ;helped
to speed-the course. of . business;
let us consider for a,moment.
what .may be .accomplished w.ih
jet air transportaiion which wouid

*An addrcss by Mr. Hood before the
Case Diamond Jubilee ¢ orvocation at ‘he

Music  Hall, Cleveland, Ohio, April 10, -

1953. :

cam ok Va3

un- .

‘massive plant facilities and heavy
capital investment.  The chances
of :radical, overnight changes ‘i
the technical phase of such an in-
‘dustry are rather - remote. Al-
though advances and improve-
ments constantly are taking place,
their cumulative effects are usu—
ally. spread . over.a period - of
many years; thus-they-are less
apt.to catch the public fancy tham
.changes in: other industries- pro-
ducing direct ‘consumer:goods, and

.whose, products can.- change-radi-

cally,. from..one . year- to-the next.-:
It ‘is..certain . that over.a five -or
:10-year ..period - ‘many :important
:advances will .occur. in -the tech= ..
:nology-of the_steel. industry, but -
few.will ever- make the headlines.
“Atomic: Energy and Steel Industry .
As- of now, we.see. no specific .
.Sweeping.changes. in our industry .
as a.result of.the splitting.of the
-atom. But who knows today what
the; developments of . next: week
may be? If atomic power ;plants
‘become. the order- of the day— -
sometime in the future—the steek
industry . undoubtedly . will use
them 'in common with other in- .
dustries. Atomic ener gy as.a
source of heat for some -few of
the steel industry’s metallurgicak
operations is conceivable—even a -
possibility, “Obviously, this is
something for the future. But ther
steel “industry, even. now, is ex—
ploring and using atomic by-prod—~
ucts -in some of-its experimental
programs and in some of its newer
inspection devices, These develop~
ments will continue at an accel—
erated pace and will undoubtedly:
be extended into new fields. -

-, It has been a long—sometimes
discouraging — sometimes exeit~
Ing — road the iron and steel
industry has ‘travelled from the
day .when .the sternest of ~alk
Spartans, Lycurgus, . established
iron as a medium of exchange.
Within' the past hundred years,,
however, there has been a steadily
growing conviction that we have
been moving toward a so-called
“steel standard,” not as a mediune
of exchange, but in terms of na-
tional wealth. In all of its manj-—
festations-today; steel forms .4 sub-
stafitial-” bortion of c1he “hation’s
wealth..Th€ iron and steel and al—
lied industriés; 21éng itk -4hose
businesses. which are’ greatly de—
pendent upon iron and steel pro~
duction, account for almost 35% of:
the national income.

. Our industry is not unaware of
the responsibilities that this places:
upon us and-I believe that I cas
speak for-the industry in saying
that our expansion programs com—
plgted and - in . progress . should
eliminate any concern zhout an
adequatgr supply of our pioducts
for the economy.  But our anxiety
is, as il is’ with- atomic energy,
wkhether our. pecple “and- the pee—
Continued on pagz 2§
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E:senhower Urges Russia Prove

-She Wants World Peace

President, after explaining vain hopes in 1945 and thereafter
for peace because of the adverse attitude of Russia, points out
our zea) for peace stays unchanged and that U. S. and its allies
.have no aggressive purpose, but will continue to oppose aggres-
- sion. Calls attenlion to heavy cost of armaments and terror
.of atomic war. Says “we welcome every honest act of peace,”

and the first great step in that

direction is an honorable truce

,in Korea. Holds progress toward peace awaits Soviet inten-
tions. Sets forth a disarmameat proposal.

In an address to the American
Society of Newspaper' Editors in

‘Washington, D. C. on ‘April 16,

President Dwight D. Elsenhower
outlined the
Pposition of the
“United - States
‘and her -allies
-in a ‘bid for
‘peace "in the-
‘world,” and
pointed out a
‘first step: in
that direction-
“would. be’ an
‘honorable
.¥ruce " in’ Ko-
xea. He stated
_that progress
towards peace
awaits a dem-
onstration = of

feiie s

‘Pres. Eisenhower

Soviet intentions, and challenged-

:the new leadership in the Soviet

Whnion to use its decisive influence.

40 bring not merely a truce in
XKorea, but genuine peace in Asia.

The text of the President’s ad-

dress follows:

In this spring of 1953, the free
world weighs one question above
-all others: the chance for a just
peace for all peoples.

To weigh this chance is to sum-
mon instantly ' to. mind another
recent moment of great decision.
It came with that yet more hope-
ful spring of 1945, bright with the
promise ‘of victory and of free-
dom. The hope of all just men
in that moment, too, was a just
and lasting peace.

The eight years that have passed
have seen that hope waver, grow
dim and almost die. And the
shadow of fear again has darkly
lengthened across the world,

Today the hope of free men:

remains stubborn' and brave, but

:phant comrades in ‘arms.
peoples shared: the joyous pros-.

it is sternly disciplined by experi~
ence.

1t shuns not only all crude coun-
sel of despair, but also the self-

- deceit -of easy illusion.

It weighs the chance for peace

with sure, clear’ knowledge - of

‘what happened to the vain hope

- of 1945.

In the spring .of victory, the -
soldiers of the Western Allies met
the soldiers of Russia in the cen-
ter of Europe. They were trium-

pect of building, in honor of -their

.dead, the only fifting monument

—-an age of just peace.

All these war-weary peoples‘

shared, too, this concrete, decent
purpose: to ‘guard vigilantly
against the domination ever again
of any part of the world by a
single, unbr i dled aggressive
power.

This common purpose lasted an
instant—and - perished. The na-
tions of the world divided to fol-
low two distinct roads.:

The United States and our val-
ued friends, the other free nations,
chose one road.

The leaders of the Soviet Union
chose another.

The way chosen by the United
States was plainly marked by a
few clear precep.s wniCa govern
its conduct in world affairs.

First: No people on earth can
be held—as a people—to be an
enemy, for all humanity shares
the common hunger for peace and
fellowship and justice.

Second: No nation’s security
and well-being can be lastingly
achieved in isolation, but only in
effective cooperation with fellow-
nations. :

Third: Every natlons right to
a form of government-and an-eco-

Notice to the Holders: of :

%5

. Kingdom of Denmark "
Thirty Year 5% 9% External Loan Gold Bonds, Due' August 1, 1955

Thirty-Four Year-4Y; 9, External -Loan. Gold Bonds, Due -April 15 1962

City of Copenhagen .

- Twenty-Five Year 4’/; % “Gold Bondu, Due May l. 1953

‘Danish’ Consolidated. Mumclpal Loan

'ﬂnrty—Year 5Y% 9% External. Sinking Fund Gold ‘Bonds, Due November l 1955
T\venly Five Year 5% External Gold Bonds. Due. Felmury 1, 1953

Mortgage Bank of the

ngdom .of. l?enmark

(Kongeriget Danmarks Hypotekbnnk)

l-'ol‘tydl"ive Year 5% Sinking Fund ‘Externsl Gold Bonds' Senes IX, of 1927
. Due December 1, 1972

Under date of February 17, 1953, the unders:gncd gave nohce of the setting aside

" of ‘about -$9,600,000 ‘to be for the.

_year 1953, ‘to the retirement and

_ cancellation of bonds of certain Loans, as set forth in the nom‘,c of that date,
Notice .is hereby- ‘given that Denmatk, in- addition, has ' sct aside a sum of about

! $4,800,000 to be applied for the calendar year 1953 to the reti

of bonds of the above-described Loans, in the amounts and in the manncr referred to
below, accrued interest being suppl.u:d from other funds: .

The City. of .Copenhagen will shortly publish separate. notice that there has- been

; drawm by lot for payment $1,200,000 ‘principal amount of City of Copenhagen Twenty-

Five
mde to the separate notice.

- Simnilarly, " the - Loan A

iation” of the Cor

lidated M

wdl shortly “publish _notice that “there "has been drawn by lot for 'pa
rincipal “amount of Danish - Consolidated Municipal Loan Twenty-Fi
1953.

%xterna.l Gold Bonds, Due Fcbruary 1,
_ imade to the separate notice. .

The balance, about $3,400,000, will be

cnt 3200 000 .
Year. 5%
For further: mfonmhon, reference is

pplied 6’ the’ ,"" “of bonds " of the

'_ other four issues mentioned above, apporuoued with regard to the dmounts outstanding,

hy gm'chasc at prices not in excess ‘of the prmclpal amount Lbefeof and accrued interest,, |

y redcmpuon (not Inter Lhan in 1954)

Coéenhaee:m;Ap_rﬂ'zﬂs- wﬁl =
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Whether or not any further sxmllar acquxsnmns will occnr must depend upon . thc
- extent of Dcnmzrks doltar resources in thc future.
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“nomic system of its own choosing
is inalienable. i
Fourth: Any natl(ms attempt

- to dictate to other nations their
. form' of government is' indefen- '

sible.

And, fifth: ‘A nation’s hope of
lasting peace cannot be firmly
‘based upon any race in arma-
ments, but rather upon just re-
laiions- and honest understanding
with all other nations.

U. S. Defines Way Toward True
Peace

In the light of these principles,
the citizens of the United States
defined the way they proposed to
follow, through the aftermath of
war toward true peace.

This way was faithful to the
spirit that inspired the United
Nations: to prohibit strife, to re-
lieve: tensions, - to banish fears.
.This way was to* control ‘and ‘to
reduce armaments. -This way was
to . allow all nations to devote
their energies and resources to the
‘great and good tasks of healing
.the war’s wounds, of clothiug au
feeding and housing the needy, of
perfectmg a just political life, of
fmloymg the frults of thexr own
oi

The Sovxet govemment held a
vastly dxfferent vision ‘of the fu-
ture,

sn the world of 1ts design, se-

curity was to be found—not in j

mutual trust and mutual  aid—
but in.force; ‘huge armies, sub-
version, .rule of neighbor nations.
The. goal was powerful superior-
ity—at all cost. Security was to
be sought by denying it ‘to all
others.

The result has been tragic for
the world and, for the Soviet
Union, it has also been ironic.

The amassing of Soviet power
alerted free nations to a new dan-
ger of aggression. It compelled
tnem in seif-aerense 10 spena uii-
precedented money and energy for
armaments. It forced them to
cevelop weapons of war now
capable of inflicting instant and
terrible punishment upon any ag-
gressor,

It instilled in the free nations
—and let none doubt this—the
unshakable conviction  that, as
long as there persists a ,threat to
freedom, - they .must, at any cost,
remain armed, .strong and ready
for any risk of war, -

It inspired  them—and' let none
doubt this—to "attain ‘a unity of

‘purpose and. will beyond the
_ power .of -propaganda or pressure

to break, now or ever.
There remained, however, one
thing  essentially unchanged and

.-unaffected by Soyiet.conduct: This

unchénged 'thing -was the readi-

_ ness of the free nations to wel-

comeé sincerely any: genuine evi-
dence. of' peaceful -purpose ena-
bling .all- peoples. again -to resume

. their common quest of just peace.

And the free world snll holds to

. that purpose. - -

The free nations, most solemnly

. ‘and ‘repeatedly, have assured the

Soviet Union that their firm as-

" sociation has never had any ag-

gressive purpose whatsoever.

‘Soviet leaders, however; have
seemed to persuade themselves or
tried to persuade theu' people—
otherwise. "

And so it has come to pass that
the Soviet Union ‘itself has shared
and suffered the very fears it has
fostered in the rest of the world.

This- has- been the way of life

~ forged by eight years of fear and
ear- 4% % Gold Bonds, Due ‘May 1 1953. . For furthcr information, reference is * _ '

force

nation-in it—hope for if no turn-

. ing is found-on this dread road?

The worst to be feared and the
best to be. expected can be simply
stated.

“The worst_is atomic war.

The best would. be this: A life
of “perpetual fear ‘and tension; a

" burden .of arms draining the
‘ wealth and the labor of all peo-~
“'ples; a. wasting of -strength that
~ defies the . American system or the
- Soviet system-or-any system to

-

' What can” the world——or any

achieve true abundance and hap-
piness for the peoples of this earth.

Cites Armament Costs
Every gun that is made, every
warship launched, every rocket
fired signifies—in the final sense
—a theft from those who hunger
and are not fed, those who are
cold and are not clothed.

This world in arms is not spend-
ing money alone.

It is spending the sweat of its
laborers, the genius of its scien-
tists, the hopes of its children.

The cost of one modern heavy
bomber is this: A modern brick
school 'in more than 30 cities.

It is: Two electric power plants,
each serving a town of 60,000 pop-
ulation.

1t-13: Two fine, fully equipped
hospitals.

- It is some 50 ‘miles of concrete
pavement.

We  pay for ‘a- single fxghter
plane with a half—mllhon bushels
of wheat. .

We pay for g single destroyer
with new homes that could have
housed more than 8,000. people. .

This—I ‘repeat—is the best way
of life to bé found on the road
the world has been taking.

This is not a way of life at all,
in any true sense. Under  the
cloud of threatening war, it is
humanity hanging from a cross of
ron,

These plain and cruel truths de-

fine the peril and point the hope -
that come with this spring of'

1953.

‘tnis is one of those times in
the affairs of nations when the
gravest choices must be made—
if there is to be a turning toward
a Just and lasting peace.

It is a moment that calls upon
the governments of the world to
speak their intentions with sim-
plicity and with honesty.

It ‘calls upon them to answer
the question that stirs the hearts
of all sane men: Is there no other
way the world may live?

The world knows that an era
ended with the death of Josef
Stalin. The extraordinary. 30-year
span of his rule saw the Soviet
empire expand to reach from the
Baltic Sea to the Sea of Japan,
finally to dominate 800 million
souls.

The Soviet system shaped by
Stalin and his predecessors was
born of one World War.. It sur-
vived - with stubborn ‘and often
amazing courage a Second World
War. It has lived to threaten a
third.
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Now a new leadership has as-
sumed power in the Soviet Union.
Its links to. the past, however
strong, cannot bind it completely,
Its future is, in great part, its own
to make.

Tnis new leadership confronts
a free world aroused, as rarely in -
its history, by the will to stay
free.

This free world knows—out of
the bitter wisdom of experience—
that vigilance and sacrifice are
the price of liberty.

It knows that the defense of
Western Europe imperatively de-
mands the unity of purpose and
action made possible by the North
Atlantic Treaty Organization, em-
bracing a European Defense Com-

munity.

It knows that Western Germany
deserves to be a free and equal
partner in this community; and
that this, for Germany, is the only
safe way to full, final unity.

It- knows that aggression in
Korea and in_Southeast Asia are
threats to -the whole free com-
munity to be met by united ac-
tion.

This is the kind of free world
which:the new Soviet léadership
confronts. It is a world that de-
mands and expects the fullest re-
spect of its rights and .interests.
Itis ‘a world that will always .
accord - the same respect to ‘all
others.

New Opportunity of Soviet
Leadership
So the new Soviet leadership
now has a precious. opportunity
to awaken, with -the rest of the
world, to a point of peril reached,
and to help turn the tide of his-

tor

W111 it do this?

We do not yet know. Recenf
statements and gestures of Soviet
leaders give some evidence that
they may recognize this critical
moment.

We welcome every honest act of
peace.

We care nothing for mere
rhetoric.

We care only for sincerity of
peaceful purpose — attested by
deeds. The opportunities for such
deeds are many, The perform-
ance of a great number of them
waits upon no complex protocol
but upon the simple will to do
them. Even a few such clear and
specific ‘acts—such as the Soviet
Union’s signature upon an Aus-
trian' treaty, or “its‘ release 'of
thousands of prisoners still held

Continued on page 39
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70 WALL STREET * N. Y.
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1 . Underwriting discount ‘20c per share,

. top down_ 1o b, EONVertible

In the sup

THE AMAZlNG NEW “WEATHER GUARD”

Avtomatically Raises Windows and Tops at the First Drop of Rain
We Offer as a Spé‘citlalion
299,000 Shares
MICRO- MOISTURE CONTROLS, Inc.

COMMON STOCK—OFF ERING PRICE $1.00 PER SHARE

Write or phone for offering circular:

McGRATH SECURITIES CORPORATION

* Member National Association of Securities Dealers, Inc.

5, N. Y. * WH, 4-0175

‘---.-‘1

($59.800). Net~ proceeds (after $20,000° |

§ expenses) to be used: Manufacturing facilities $70,000; Advertising and sales promotion, '

§ $49,000; Working Capital $100.200.

Undefwriter will pay $300 for warrants ‘to buy 300,000 shares of issuer’ at ‘$1. 30 per 1
share, and the President of the Underwriter has a right to purchase from' the organizing-

¥ stackholders 60.000 shares for $300, all of which'are sub]cﬂ to conditions summarized:

§ irt the offering circular. -
[}

§ tion, if available,

Because . these. securities are hchcvcd to be ‘exempt fmm registration, they have .1
not been registcrcd with the Securities and, Exchange Commission;
‘does not indicate that the securities have beem either approved.

but such. exemp-

or dn(appmved by the. Commussion or that the -Commission has considered  theiac- N
Lmracy or tompleteness of the statements in-this Offering Circular.

------—--—-——-----------————--------.&_
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The lnshluhonal Acceplance

0f Consumer Credit

By WILLIAM J. CHEYNEY*

Executive Vice-President,
National Foundation for Consumer Credif, Inc.

Mr. Cheyney, in upholding consumer credit as-a function of
and in the private entevprise economy, finds as much reason
for the public to invest in household durables as to save, buy

life insurance, and invest in

stocks. Points out American

industry carries a debt of 359 on its assets, and its solvency

is not questioned. Cites huge appliances industry built up

through instalment credit, and deplores “dissemination of
statistical data reflecting on consumer credit markets.”

Strangely, when you examine
carefully, there are very few as-
pects of our national economic
and political economy which can

be said to
have complete
“institutional
acceptance.”
Only when
one speaks. in
very general
terms, such as
of Ameri-
canism, can
universality, of
agreement be
axiomatic.
For our
purpose, let

; e ussaythat

William J.: Cheyney co.n S.u m 5
" credit is a
function of
and in the private enterprise
economy, It is used by business
zand industry as an adjunct to the
development of the durable prod-
ucts segment,, particularly that
part. which. deals with products
which are in themselves packages
of services which can be extracted
enly over long periods of time
by .consumers; hence, which, as
- packages, - cost more -than most
" consumers can pay for out of im-
mediate payroll or salary cash’in
hand: Without some provision. to
spread the purchase payments, in-
dustry could not distribute these
long-term packages of services,
for the people of the United States
can be expected only to pay:as
they - go, economically speakmg,
which obviously, as a quasi-scien-
tific fact, rules out any presump-
tion that they should pay in 1953
for all of the goods and services
-they use plus paying for services
they will be unable to. extract un-
til. 1954, 1955, 1956 and on per-
haps for 10 or 15 years. Such long-
term sequences of services are
* wrapped in the packages of dur-
able products the people purchase
right now daily, on terms..
Against this descrpitive back-
ground it is obvious that in gen-
eral we refer here to consumer
credit as it is used to, finance the
purchase of goods: and services
which will render them satisfac-
tion in periods beyond the im-
mediate - income time capsule in
which they are purchased.
Notice that. this applies to a
surgical operation performed in

1953, the- lasting good from which,

is expected to accrue through

. vears to come, just as it does to.

the  deferred payment plan used
to purchase a refrigerator:

Consumer: credit likewise in-
cludes, by this definition, financ~
ing which consolidates obligations
~which in themselves conform. to
aur definitive limits.

Only in minor degree do we
speak of and defend the use of
credit by consumers -to finance
services consumed and enjoyed,
ie,'its use by way of mortgaging
m&ure income to satisfy current
desires,

. In passing I should say that it
is my belief the average person
would not consider the use of a

*An addren,s by. Mr. Cheyney, before
the 1953. National Consumer Credit Con~
farence, New York Umveruty., hew
York City, April 8, 1953.

charge account as truly involving
consumer credit, that, is, to the ex-
tent that a charge account con-
cerns purchases made in a given
30-day period and paid for in full
out of income earned: by the. pur-
chaser within approximately the
same time stretch. If the charge
account represents consumer
credit, and in use it conforms to
this definition, it follows that we
must offset  such indebtedness
with a corresponding notation of’
an account receivable- to' the
credit of such debtors:to designate
their work performed for our
economy, but not yet paid for to
them in: wages or salary.

It is upon this general set of
definitions and understanding that
one must explore the institutional
acceptance of consumer credit.,

The consumer, on his side, if he
uses credit, should realize that he
does so to buy major packages of
services from which he will ex-
traet his satisfaction over periods
of time beyond the date of pur-
chase, his: true thought being, that.
in the transaction he is accumulat-
ing personal belongings; posses-
sions which will make life more
comfortable in a physical way;
which enhance his standard of
living— possessions which, in the
most tangible way . represent 'to
him' true savings,

Many are the texts and current
admonitions which extol the virtue
of accumulating ¢ash. So much. so.
that savings and cash savings are
made to, seem synonymous.

Accumulation by the public also
looked upon with favor through
recent decades is the accumula-
tion of home ownership. (Notice
however for how few. years of the
world’s history this has been set
out as an economic goal for com-
mon folk.)

It is interesting, however, that
once one leaves, the realm. of ac-
cumulated cash, home ownership
and insurance, the fervor of econ-
omistg for channels in which con-
sumers may save: dwindles rap-
idly. We discuss, here today a
type of piecemeal saving by con-
sumers. through their purchase of
durable products and services:
The end goval here is the accumu-
lation of “wealth” in the form of
useable possessxons as. contrasted
to, cash, . insurance, or ownershlp
of real property To, the common
family the ownership of ‘real
estate without an accumulation of
persongl possessions to house:
therein represents, to say the
least, an empty satisfaction; does
it not. seem so?

If, on the other hand, a success-.
ful family should commence ta
accumulate savings in the form ‘of
stocks and bonds, the fervor of
the economists toward this sort
of accumulation similarly: dwin-
dles rapidly; the accumulation of
U. S. Government bonds excepted,
although even here their entnusi-
asm is: attributable more to patrz-
otic impulse than to economic

soundness. Note the- redemption .

today of these- gilt-edge securities
in 50-cent dollars, when they
were: purchased 10: years ago; out,
of 100-cent dollar- savings.

I received just a few days ago:
the very: usual report of a large
banking. concern, “Few and: far

between. are those who. purchase

™ stocks through the years and end™-.

up with accumulated K wealth.”
How true this is.

Yet many Americans who are
happy in their own steady drib-
bling accumulation of stock hold-
ings, look askance at the neigh-
boring family which is accumulat-
ing household equipment piece-
meal. I know men who buy stocks
by setting aside $100 a- month,
who, proudly say they would
never purchase anything on the
instalment plan.

It is' my opinion that the aver-

age American family if it were
given a choice between just two
alternatives, (1) the right to ac-
cumulate equipment for their
homes, or (2) the right to accu-.
mulate cash in bank—the one or
the other—quickly would tell you
their choice is the aecumulation.
of wealth in the form of home
equipment, We must not over-
look the fact that scholars so fre-
quently: have treated wealth as a
purely exchange measurement
that the public mind- is confused
as: to its real definition.

It is true that economists have
difficulty in' measuring the value
of accumulated useable wealth
contrasted to the ease: with which.
they can add the figures of bank
balances. This contributes to an.
underestimate of the wisdom  of
accumulatmg useful goods and
corresponding’ over-estimate - of
the virtue of accumulatmg dol-
lars.

Goods depreciate you say. Cer-
tainly, they do, but we who ex-
plore the economics of instalment
buying should be cautioned that
it is in error-to consider the value
of the consumers’ accumulated
plant and equipment in terms. of
what it would bring on the sec-.
ond-hand' market. People do not
buy- their home equipment to sell
it. Consumer- accumulation is not,.
for future market speculation.
Consumers as' such are not in;
business.  The true depreciation,
on a 15 year lived refrigerator. is

-a straight line:depreciatidn

of 1/15- of the’original cost each,
year: (allowing, of course, if one
wishes, for changes in the value
of the dollar or price levels in the
interim, if one would become .
technical).

The accumulation' of' stocks-in
the securities markets. leaves per-
haps five out of six investors with
less money at the end of a life-
time of saving than they in the
aggregate invested. The fallacy:
of assummg the accumulation of-
stocks is-better- than the accumu-
lation of home equipment .be-

comes apparent. Yet stocks rep- -

resent the very essence:of own-
ership in America itself and stock
ownership- should be encouraged
for obvious social as' well as eco-
nemic reasons.

Consider also that' four out of
five- new business coneerns fail.in
the first five years of their ex- _

.istence.. This means that .the.use

of small capital by would-be busi- ,
nessmen and their families:to. en-
ter. private enterprise. is' far more
risky ‘than the use of the.same:

capital to accumulate household, ..

satisfaction-giving durables. .. --.

There is a limit of :course to:.

the total value + durables " a.
given family ought to aceumulate
for its own status and.comfort. .

There is advantage in: maintaining.-
some sense of balance -between
the physical equipment: of one’s:
home and the growth, of a. bank. -
balance and other savings, includ- .
ing: life insurance, if; of course,

there is any’ consxderable “on; go-

ing” margin for savings out of the
family’s incoeme. Nonetheless;:
is: false eeonomics- and mlsleads
the: people, te. teach: that the:in-
vestment of' savable funds-each.
month- oy year by- the. American:.
family in household -equipment

constitutes, expenditure while:the .

placing of similar funds.in banks
and securities constlt'utes mvest-
ment.

Thus, it is. my. belief- that~the

institutional acceptance~ of con~ ..

Continued on. page 30
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Powerful Forces Leading Us

Toward Ruinous lnllahon‘

By HOWARD BUFFETT*
Former Congressman.from Nebraska

Former Congressman and investment dealer, saying he “would

not be surprised if we do-not

soon have shake-ups- that will

jar. the foundations and break -some of .the windows. in-our-

“economic house,” holds present paraniount ‘economic_ peril is-
continued deterioration of the dollar. Urges bankers to protect

themselves and. their customers, and advocates restoration of
redeemable gold currency as-only way to. permanently halt
inflation. Lists current forces leading to continuous-inflation..

With good reason I welcome the
opportunity to, speak to you Third
District Bankers. No. group of
businessmen: can do more to en-
courage a
sound econ-
omy in Amer-
ica than its
bankers,
Moreover, L
know that you
have been do-
ing .your best
to.bring about
sound. finan-
cial condi-
tions.

- You- -have
operated care-
fully and con~
servatively,
and have
urged youy customers not to-take

Howard Buffett

undue risks and unnegesgsary -

chances., For all this I salute you.
Your task: has not been easy in a
boom-crazy land.

that, 27 years in the investment
business, shortened by eight years
spent in Congress, has thoroughly
convinced. me that I don’t have all
the answers on economic matters

—angd it hasttaught me that some.

answers: L do have, just “ain’t so.”

We have a saying in the invest-

ment business that he who lopoks
back dies of remorse. So. in this
discussion I am going to. look
ahead. But in so doing: I want to
make one point clear. My obser-
vations are-not predicting what
may happen in the next six to
18 months.

With, minor interruptions, we
have experienced a steady de-
terioration of ‘the dollar  since
1939. A reversal, even though
temporary, is overdue. So'what I
say- today about inflation and
higher price levels, may sound out
of place in the near future.

jar_ the foundations: .and break
some of the windows in our eco-

,nomic  house.' The depression. in-

the textile industry and the col-
lapse. in .cattle prices are storms
that - indicate rough weather in
other. areas. .

» And- so- please- understand . that

this. discussion is' not about’ the

immediate.: outlook; .but. is' con-
cerning- the future-—five; ten:and
20 years ahead.

“What I want to talk about is
the > long-term . paramount ' eco-
notiie- peril—econtinued deteriora-
‘tion..of.the dollar.

: anarlly what I hope to m,cture
"is "the fearful . combination - of

forces operating ' to destroy- the

53% that; is’ left of the 1939:dol-
lar

Secondly, I want " to -discuss

brxeﬂy what you ecan do busi-
ness. wise -to, protect. yourself .and
your customers.’
Finally, and most important, T
-hope-to suggest a course of action
that. coyld p,event the. national
catastrophe that is the certain end
of continued inflation.

-You; may  decide right now—
thls fellow has set out a big order
-for'himself.. I agree. X

“ Now “to- my- first ‘topic — the
major forces operating to cause

*An. address by: Mr:. Buffett- before the

Nebraska Third District Bankers. Con-
vention, Omaha,- Neb., April 22, 1953.

For I will be surprised. if we do.
not soon have shake-ups that will

the American dollar finally to de=
teriorate like a ripe banana.

Inflation Force No. 1—The
American Foreign Policy
The so-called bipartisan : for-

“eign policy tells us that.we have
.unlimited political, economic and
- military obhgatwns in- the world.
‘The result is that the U. S. Treas~

ury is financing deficits for most
of the non-communist world, and
our military is trying to pohce the
world. Thé pattern varies from
place to place, and year to year,

| but the-facts-are indisputable.

Taxes are being levied against
Americans for government budgets

.in 30-or. more countries. This for-

eigh: policy has us making mili=
tary expenditures in 50 countries
on six continents and in the seven
seas.. There is no stated limit or
terminal point in ‘this pledge of
our yeuth and our resources.
When one scheme goes stale; like

- UNNRA or ' later the Marshall
I want to. confess at the outset.

Plan; a: new name is created. Like
dope, these handouts and med-
dling habits: are more difficult to
halt each year that they go on.

On the domestic front our for-
eign policy raises a question our
bigwigs -don’t talk about. I will
tell you about it, and you ean con=-
sider its: political signifigance.

Can an - elected government
play Santa Claug to the world and
be Old Scrooge at home? §

The new Administration . is
working earnestly to. ‘achieve
economy in domestic -civilian af=
fairs. That effort is commendable,
But I suspect the voters will take
a dim, view of economy that
squeezes them while we pour bllq
lions overseas.

Currently that policy sends $10
to, $20 billion of American wealth
overseas each year. It is not feas
sible to compile accurate figures;
There are too. many items, too
many variables, and too many rat
holes. There are direct handouts;
Point . 4, ‘military -aid, American
army expendltures, off- purchase
defense ‘spending, Export-Import
Bank loans, World Bank loans,
stockpile: material purchases, ete:

I repeat the question I want you
to. chew on:'.Can"any Adminis~

.tration require the-American peo-

ple to-tighten-their belts, give up
extravagant - habits aeq.nred in
the: last: 20 years:.— while: our
wealth is being,. funneled . over-
seas” at the rate-of' $250 million
a week or faster? Do you believe
that a' conservative’ €ongressi can

-be elected on a.platform:of pinch-

penny’ for the home falks—spend-
hke-crazv on: the' foreigners? )
I'suggest to you:that- Amerxcans
won’t go for:it:-and that the only:
way. that policy-will be endured.is:
by financial . policies- of loose .
spending and, . extravagance at:
home as well as abroad—in other
words, ruinous- inflation. :

Inflation Force. No. 2—The
Dominance of the Military in:’
America

For -the first time-.in our hls-.
tory. America. is’ now dominated
by the military in so-called peacé-'
time. There is:no reward in mili-
tary life for economy or retrench—;
ment. Pressures for larger spend-
ing are'automatie. It 1s ‘a-"ene=
way street. Today our ' military
expenditures—on an overall basis

Continued on page 41;
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SAFEWAY STORES, INCORPORATED

o} 1952

The Company: did well in the election year. Net income before taxes showed an increase
over the preceding 'year. Net sales were the highest in Safeway’s history. Uninterrupted
dividends on all outstanding stock have been paid since the Company's’incorporation in 1926.

NET SALES HIGHEST IN HISTORY NET PROFITS INCREASED

Again in 1952, total aggregate net sales of Safe-
way Stores, Incorporated and its subsidiaries set a
new record, totaling $1,639,095,212, an increase
of $184,452,216, or 12.68% over net sales in 1951.

(Before Taxes) i
The net - profit before income taxes for-1952 was
$17,094,348 as compared with $13,318,809 in
1951. After allowing for a refund of excess profits
taxes in the amount of $1,157,000 in 1951 and
payment of increased income taxes in 1952, the
net profit after taxes on income for 1952 was
. $7,331,943 as compared with $7,615,851 in 1951,

ASSETS AND LIABILITIES

Total net assets of Safeway and all subsidiaries on
December 31,1952 totaled $132,273,480. Total
current assets of the same date were $232,344,580,
and total current liabilities were $142,948,472,

The ratio of current assets to current liabilities on a
fully consolidated basis was 1.63 to 1 as against
1.39to 1 in 1951, .

\

EARNINGS AND DIVIDENDS

After deducting preferred stock dividends of
$1,641,948, earnings amounted to $2.01 per share
of common stock. This compares with earnings in the
previous year of $2,26 per share of common stock.’
Dividend requirements on the 4% cumulative pre-
ferred stock and the 4%2% cumulative convertible
preferred were earned 3.51 times. Cash dividends
were paid on the common stock at the rate of $2.40
per share.

’ T
Here’s What Happened to 15 YEAR COMPARATIVE RECORD OF SAFEWAY STORES,
Safeway's 1952 Sales Dollar INCORPORATED AND ALL SUBSIDIARIES CONSOLIDATED

Paid out to Farmers € Net Assets  Book: Value DividendsPaid Net Earnings
and other Suppliers of Capital Per Share of PerShareof Per Share of Per Share of
Goods and Exeended Year . and Surplus Preferred Common Common Common
for Manufacturing and N f Stock . Stock* ' Stock* " Stock*
Warehousing b —
Paid out in Salaries, 1938.% evncess $ 48,407,475 $314 $13.84 - § .67 $1.34
:"_’:e’ ;’"‘d Bg'm" 1939, .0uuwisl = 51,075,334 . 308 1426 @ 1.50%* 220
Jaie oubdor sperate V1940, 5 v s ding 53,286,166 287 1438 .. 1.7 1.59
e Eefmnand Siter 60,007,566 270 1487 117 .64
Paid out for Local, 60,154,048 280 -« 1523 , ‘1.00 1.35
State and Federal 61,453,200 288 1578 ., 1.00 1.56
Taxes. B sl veee 62,564,498 299 1640 |, 1.00 1.63
§ ¢ ’S;::i’:'?:nm cover De- 63,604,685 311 1697 , 1.00 1.59
ieersssare 71,901,081 <359 2018 " 1,00 4.29
45 Profit for Stockhold ¢ '
‘ TRt 1. e Shakoldery 1947, uuugees 76,039,946 388 02196 © 100 275
4 l‘ Paid out s Compensa- 1948,, 040004 81,972,829 428 24.44  ~ 1.00 3.50
: m of " 'tion fo Elected Officers 1949, .. vaiden 91,236,990 488 2822 125 5.04
; ’ 19500 cessnssns 115215274 371 2976 . 2.40 5.20
1951, cvvvennss 113,821,747 377 29.58 2.40 2.26
132,273,480 266 29.03 . 240 2,01
*Number of shares adjusted fo reflect April 12,1945 3-for-1 split. % !
**Paid in part in five percent preferred stock.

- PROGRESSIVE OPERATIONS
THAT PROMOTE 'PROFITS:
° "Buy-bdild-sell-lécse" program with construction

of new stores .and modernization' of existing
stores to increase. efficiency.

® Maintaining a continuing research program in
an effort to increase ‘stockholders’  profits and
customers’ convenience. :

Operation of Company owned supplier plants Establishment of large distribution centers in
for production: of -quality .milk, bread, coffee, densely populated areas to maintain quality,
canned goods, and- other food products to be increase efficiency and speed service to retail

sold at reasonable ‘prices. " outlets,

gitized for FRASER
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Maintenance of testing kitchens operated by
trained homeé economists and laboratory tech-
“nicians to assure’ the quality at all times of all
products sold in Safeway Stores.

Providing expert job training facilities for all

- workers from retail clerks to professional meat
cutters. In addition, the Company sponsors study
courses in citi<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>