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EDITORIAL

As We
Senator George is one of the latest of the grow¬

ing list of responsible public figures to express
the view that the time has come for us to call a
halt upon our economic give-away program to
foreign peoples. He, of course, is definitely not
the first. Senator Taft, long before his unfortu¬
nate demise, had taken just this position, and so
have others at various times during the past few
months. It seems to us that all these able and

patriotic citizens are worthy of full support in
their endeavor to inject a little hard, common
sense and ordinary prudence into our foreign
policies. The world had never seen such gener¬
osity—if that is what it should be termed—as that
embodied in our so-called Lend-lease operations
during the war, operations which, in point of fact,
were begun and had gained large momentum be¬
fore we ourselves became one of the belligerents.
Neither had anyone on this earth, so we believe,
ever dreamed of such reckless generosity as that
embodied in our postwar grants and loans.
When the awful conflict known as World War

II came to an end, the spectacles to be observed
in many countries of the world could scarcely
fail to arouse the sympathies of all those with
even a drop of the milk of human kindness in
their veins. Under-nourishment to the point of
actual starvation in some instances, lack of even
the most elementary of bodily needs for housing
and clothing in many instances, the want of
tools for the production of things so badly needed
to replenish the larders and the wardrobes of
many peoples or to construct shelter for many

populations — these were widely prevalent in
those dark days. Emotional exhaustion and lack

Continued on page 32

Profit Is Not Without Honor
By CLIFFORD F. HOOD*

President, United States Steel Corporation

Prominent steel executive decries devitalization of term

"profit,1" and calls for re-establishment of the original sig¬
nificance of the word. Says profit is not without honor,
despite sniping by its enemies, since it has a value and
significance that will survive all hurricanes of passing
semantics and every storm of popular prejudice. Points
out there can be no going-concern value if there is no

possibility of profit. Stresses profit motive is essential
for sustaining large populations, and contends true nature
of capitalism is not sufficiently understood by its leaders.
Calls for resistance to forces of liquidation and disinte¬
gration. Says "enterprise is the basis of all well-being."

Words, like peoples, have their rise and their decline.
They also are subject to the effects of diminishing re¬
turns. Some may sink into obscurity for a long time
and then rise again because of events. We can derive

comfort, however, from - the view
credited to Victor Hugo—"There is
one power mightier than that of
armies. It is an idea whose time has
come."
The word "profit" is an anemic

word in terms of public acceptance.
This is the result > of more than 50

years of sniping by its enemies.
Through this devitalization, ham¬
mering and heat treatments which
are constructive processes in differ¬
ent operations of the metal-working
arts, the word has been reduced to a

mere shadow of its former status.
In speaking to this important group

of the nation's leaders, I hope I can
arouse that pioneering spirit which I

know is in your blood aggressively to apply yourselves
to the re-establishment of the original significance of the
word "profit" and renewal of its value to humanity.
It is necessary for thoughtful people to take up such

Continued on page 32

Clifford F. Hood

*An address by Mr. Hood at the 38th Annual Meeting of the
Associated Industries of Massachusetts, Boston, Mass., Oct. 22, 1953.

Our Foreign Policy
War Provoking

By ERNEST T. WEIR*
Chairman of National Steel Corporation

Executive of leading steel producer, after expressing
optimism regarding soundness of business, calls for open
negotiations between Russia and the West as first step
toward lasting peace. Urges U. S. to accede to Europe's
demand it take initiative in seeking world peace. Says
negotiations need not lead to appeasement, but may lead
to most dramatic move in history. Concludes "at this
moment, there is no business more important than the

business of peace."
At present, a question on everybody's mind is where

do we stand and where are we going economically? Are
we at the end of the "boom"? Are we headed toward a

"bust"? Of course, any attempt to answer these questions
can be no more than an expression
of opinion. In my own opinion, the
answer to "end of boom" is yes; the
answer to coming "bust" is definitely
no. In reality, I believe we have en¬
tered a period which may be de¬
scribed as an easing off in the gen¬
eral level of economic activity.' It
would be strange if this did not hap¬
pen after the tremendous build-up
in production and distribution of all
kinds over the past 14 or 15 years.;It
is only natural that there should be
a time of rest, digestion and adjust¬
ment. Personally, I do not expect the
drop-back to be extensive . . . any¬

thing, for instance, that will cause

large unemployment. Even with re¬

duced production the outlook, as I see it, is for a con¬
tinuing condition in which individuals and the country
as a whole will be prosperous.
As one example, the steel industry is now operating at

about 95% of capacity. Ninety-five per cent now is equal

Continued on page 40
*An address by Mr. Weir at the 36th Annual Meeting Luncheon

of the Pennsylvania State Chamber of Commerce, Philadelphia, Pa.,
October 22, 1953.
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PHILIP L. CARRET

Partner, Granbery, Marache & Co.,
New York City

Members, New York, American and
Midwest Stock Exchanges

American Broadcasting-Paramount
Theatres

Prescription for profit—buy the
shares of a leading company in
ari unpopular industry which is
just about to "turn the corner."

One unpopu¬
lar industry at
the moment is
the movie

business. Why
pay to see a
motion pic¬
ture when TV
will provide
an evening's
entertainment

free? Some of
Hollywood's
leading stars
are reduced to
two Cadillacs

'

and many a
Philip L. Carret theatre owner

keeps the marquee lighted only
to attract customers for popcorn.

Granted that the motion picture
business at the moment repre¬
sents a sea of troubles, aggravated
by 3D developments and possi¬
bilities, American Broadcasting-
Paramount Theatres still looks
like real value. Here is a com¬

bination in one package of a

major television network, five
owned and 95 affiliated stations,
a major radio network, five
owned and 362 affiliated stations,
and more than 600 motion picture
theatres. If TV is growing by
leaps and bounds, radio staging a
sizable come-back and the mo¬

tion picture industry showing
signs of revival, such a combina¬
tion ought to have real poten¬
tialities for profit.
Created by court proceedings

in the anti-trust case against lead¬
ing motion picture producers,
United Paramount Theatres
started its career in 1949 with 449

wholly owned theatres and inter¬
ests in 975 others. ■: Terms of the
court's decree required that the
chain be reduced to not more than
651 houses by March 1 next. Most
of this reduction had been ac¬

complished^by the beginning of
this year and the company had
realized some $14,000,000 capital
gains in the process. Presumably,
management has not sold its best
theatres in the divestment pro¬

gram. In all probability, then, the
$-39,000,000 net valuation of land
and buildings on the Jan. 3, 1953
balance sheet represents a very
low appraisal of the real values.
Regardless of the vagaries of
show business, some 600 pieces of
downtown real estate in 300 cities

should be worth a good deal more
than $115j000 apiece.
In February last, United Para¬

mount absorbed American Broad¬

casting and acquired its present
name. The ABC chain was the
weak sister among the three pub¬
licly owned major enterprises in
the radio and TV field but recent
news items indicate that a real
revival is under way. In Sep¬
tember the company announced
booking $10,500,000 in new busi¬
ness for its radio network for the
fall season. As competition for
the consumer's dollar increases,
radio and TV time increases stead¬

ily in value. TV addicts in the
New York metropolitan area have
noticed a'hiajor improvement in
Channel 7 programs this fall and
it is apparent that NBC and CBS
now have Teal competition from
the former weakling of the in¬
dustry.

Besides showing alertness in
corralling top talent and toP ad¬
vertisers for its radio and TV

shows, •-management Of ABC-
Paramount has given other evi¬
dence of being on its toes. Con¬
siderable sums have already been
spent or appropriated for 3D
equipment in key theatres. Prog¬
ress has also been made in in¬

stalling large screen television in
strategic spots. A year ago the
company made history with a
closed circuit television program
in a number of its theatres to in¬
troduce a new line of carpets to
dealers and salesmen for James
Lees and Sons. Such profitable
use of the theatres in off hours

has obvious advantages to add to
the use of large screen TV for
sporting events and other specta¬
cles.

With the big quarter of 1953
still to be reported, earnings for
the year are likely to cover the
$1.00 dividend comfortably even

though nine months results were

only 71 cents a share. Obviously
considerable i m d r o v e m e n t 'in

earnings will be necessary to
justify bullish enthusiasm for the
stock around the 14 price level.
Chances for such improvement
look good. Demand for amuse¬

ment is insatiable, leisure time
increases with every round of new
labor contracts. <• Hollywood is
really in their pitching again to
make better pictures. Congress is
likely to help with reduced ad¬
mission taxes. With annual gross
revenues approaching $200,000,-
000, management of American
Broadcasting - Paramount won't
have to perform miracles to show
sizable earnings on the 4,000,000
shares of common stock outstand¬

ing.
HENRY J. LOW

Manager, Research Department,
Bruns, Nordeman & Co., N. Y. City
Members New York Sto'-k Exchange

and American Stock Exchange
Louisiana Land & Exploration Company
Louisiana Land & Exploration

Company, a medium-sized land
and royalty company, holds ap¬
proximately 743,000 acres of oil
lands, princi¬
pally in the
southeastern
Louisia n a

Gulf Coast

area, one of
the richest oil

finding terri¬
tories in the

United States.
In addition, oil
and mineral

royalty inter¬
ests are lo-

cated in

Texas, New
Mexico, North
Dakota, Mon¬
tana, South Dakota, Colorado,
Mississippi and Florida.
The company has agreements

for drilling and exploration on its
lands with some of the largest do¬
mestic oil producers. Its contract
with Texas Company, which has
been in force since 1928, provides
for drilling on about 125,000 acres
for which Louisiana Land re-

ceivej. a 25% gross royalty on oil
and gas produced plus an 8y3%
share of net profits from each
dome. Late in 1951, Texas Com¬
pany increased its drilling activ¬
ities on the company's lands by
about 50% which resulted in sev¬

eral new important discoveries in
Terrebonne Bay, Louisiana. .Ter¬
rebonne Bay is extending the
western part of Caillou Island
Field, Louisiana Land's largest
single producing property, toward
a new productive area which in-

Henry J. Low

American Broadcasting - Para¬
mount Theatres—Philip L. Car-
ret, Partner, Granbery, Marache
& Co., New York City. (Page 2)

Louisiana Land & Exploration

Company—Henry J. Low, Man¬
ager of Research Department,
B'-uns. Nordeman & Co., New
York City. (Page 2)

dicates great potential for future
oil findings. Louisiana Land has
taken an important working in¬
terest as an oil producer in addi¬
tion to its royalty arrangements
with Texas Company in this ter¬
ritory. Last year eight wells were
completed with two resulting in
large extensions of previously
known productive sands. In
January, 1953, discovery of a gas-
distillate well about three-quar¬
ters of a mile from the nearest

production further confirmed the
new producing area.
In December, 1949, Louisiana

Land entered into an option
agreement with Humble Oil and
Refining Company which covered
practically all lands held in fee
and not leased at that time to
other crude oil producers. Under
this arrangement, Louisiana Land
receives a rental of $1 per acre

plus a bonus of $25 for each acre
chosen for development. Last
December this contract covering
approximately 465,000 acres of fee
lands was renewed. Until that
time • Humble Oil had chosen
about 48,000 acres which are lo¬
cated in six separate areas and
where three oil • discoveries and
one gas well were brought in.
Humble Oil considers the poten¬
tial of additional large discoveries
on these lands very promising.
On Feb. 27, 1951, Texas Com¬

pany sublet to Freeport Sulphur
some fee lands and State water
bottoms which were held by
Texas Company under its 1928 ar¬

rangement. The agreement be¬
tween the latter organization and
Freeport Sulphur provides for ex¬
ploration and development for
sulphur on the Bay Ste. Elaine,
Dog Lake and Lake Pelto dome
areas in Terrebonne Parish,
Louisiana Land and Texas Com¬

pany share equally in an over¬
riding royalty of $2 per ton of
sulphur mined and in 40% of net
profits. Mining operations on the
Bay Ste. Elaine dome were started
on a small scale in November,
1952. Present rate of production
is about 400 long tons daily. As
mining costs are relatively high,
profit contributions from this op-

, eration to Louisiana Land are not
expected to be significant for
some time.
Because of Louisiana Land's ac¬

tivities as a land and royalty
company, it has in the past al-

! ways operated with a relatively
small expense overhead. The
company has only 57 employees.
While Louisiana Land has carried
on its own geophysical explora¬
tion work under contract, the
bulk of drilling and development
is conducted by the crude oil pro¬
ducers. The company's drilling
operations which in the past have
been small have increased re¬

cently. This has resulted in con¬

siderably larger exploratory and
dry hole write-offs in 1952.
Last year 97 wells were com¬

pleted on the company's territory
of which 67 were oil wells, nine

gas wells and 21 dry holes. Louis¬
iana Land's net crude oil produc¬
tion in 1952 amounted to 16,167
barrels per day compared with a

daily average of 15,241 barrels in
1951. Current net production rate
is believed to be around 1B,500
barrels daily. 1952 total net crude
oil production was 5,901,000 bar¬
rels compared with 5,563,000 bar¬
rels in 1951 and 4,817,000 barrels

Continued on page 5
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Look for Lower Interest Rates!
By RAYMOND RODGERS*

Professor of Banking, New York University

Dr. Rodgers, after making certain assumptions as to the inter- •

national political situation, business activity, the Budget, and
future credit policies, concludes reduced borrowing both by
the Federal Government and by business will more than offset
any possible increase in state and municipal borrowing, and,
in consequence, both short-term and long-term interest rates

will be lower.

INDEX
B. S.

Raymond Rodgers

Any evaluation of potentialities
and probabilities in the field of
interest rates necessitates the pos-
tulation of certain basic assump-
tions as to
business ac¬

tivity, needs
of the Treas¬

ury and credit
policy of the
Federal Re¬

serve Author¬
ities. As con¬

clusions can

be no better
than the as¬

sumptions o n

wh i c h they
are based,
such assump¬
tions should
b e "s p e lied
out" with sufficient detail and

supporting data to justify their ac¬
ceptance or rejection. This method
enables you practitioners — you
gentlemen who throw the snow¬

balls that the ivory tower boys
dream up—to modify your conclu¬
sions to the extent that you may
find yourself unable to accept the
assumptions.

Assumption on International
Political Situation

The first assumption is that the
international situation will tend to
improve rather than deteriorate.

"Malenkov and Co." seem to be

having enough trouble with the
satellites, especially the low pro¬
duction and hostility in Eastern
Germany, to prevent them from
looking for real trouble with the
Western World which has so

greatly increased its military
might since the rearmament drive
started more than two years ago.
Surely Greece, Korea and Indo-
China have convinced the Soviet
master-minds that aggression will
be met by force. The Russians un¬
derstand the diplomacy of power
and will, undoubtedly, stay on
their own side of the iron curtain.

Also, apparently, nothing seri¬
ous will come of the dispute over
Trieste. It will undoubtedly be
solved with a compromise which,
as all compromises, will not be
fully satisfactory to either party.
It follows that Trieste will prob¬
ably remain a bone of contention
in the future as in the past, but
its importance should not be over¬

emphasized.

So, despite all the recent atomic
and H-bomb scare talk from

Washington, military expenditures
of our Western allies will continue

to decline, and our own military
expenditures will continue the

very moderate decline which has

already started.

*A paper by Dr. Rodgers delivered at
Luncheon Meeting of the Ninth Annual
Convention of the Commercial Finance

' Industry, N. Y. City, Oct. 26, 1953.

Assumption in Business

Activity
The second assumption is that

the economy is entering the first
phase of a business readjustment.
The terrific momentum built up
in the earlier months of the year
obscures the decline and, in fact,
will prevent it from amounting to
very much during the remainder
of the year. Nonetheless, nearly
all of the eight sensitive statisti¬
cal indicators, which have the best
record of turning down in advance
of a general decline in business,
have shown a downward trend
since the early part of the year.

Declining orders, declining un¬
filled orders, increased sales re¬

sistance, increasing failures, par¬
ticularly in consumer durable
goods distribution, and record-
breaking inventories of $78 billion
indicate that the rose-colored
glasses, so necessary in a boom
period, should be laid aside. And,
while blue glasses are by no
means necessary, clear glasses that
permit 20-20 economic vision are

certainly a must, especially in the
field of commercial financing!
In this connection, a word

should be said about the defla¬
tionary potentialities of the un¬

precedented expansion of plant
and equipment in recent years.

Expenditures for such expansion
have an inflationary impact be¬
cause of the reduction in goods
available for consumption. Such
expansion is doubly inflationary
if it is financed by increasing com¬
mercial bank loans as the expan¬
sion of bank credit is an increase
in the means of payment—in other
words, more dollars and less
goods! '

But when the new facilities
come into production, the situation
is reversed. The supply of goods
coming to market is increased,
and as the bank loans are paid
off the money supply is decreased.
The results are doubly deflation¬
ary. This swing from "double" in
one direction to "double" in the
other direction is of vital signifi¬
cance to the commercial finance

industry!

Assumptions on the Budget
The third assumption is that the

Federal budget will not be bal¬
anced (except, possibly, on a cash
basis) for a long time. Certainly
for fiscal '54, both lower taxes and
a balanced budget are a fiscal im¬
possibility. One of these Republi¬
can campaign promises has to be
abandoned; and as Congress, with
an eye on the '54 Congressional
elections, shows little disposition
to interfere with the scheduled
tax cuts, the balanced budget goal
apparently will be sacrificed to

political expediency.
This is in no wise intended to
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Restoring Our Free
Enterprise System

By HON. JESSE P. WOLCOTT*
U. S. Congressman from Michigan

Prominent Republican Congressman describes problems and
policies facing present Administration in its progress from
socialistic tendencies to a restoration of a normal free enter¬

prise system. Discusses guideposts adopted to perpetuate our
American economic system, and points out "government is
not going to produce goods or credit," and all unnecessary
direct economic controls are to be removed. Says government
bonds will have to be priced in open market, and nation's
national debt be put in position where it cannot be monetized.
Holds national debt limit can be increased "by implication,"
and suggests $15 billion differential be established between

long- and short-term debt.

Jesse P. Wolcott

I don't know of any more pleas¬
urable assignment than this which
has come to me this morning.
After these few days of very con¬

vivial and un-

derstandi n g

experience, I
feel that we

have all gain¬
ed a great
deal from our

associations. I
know t h a t I
looked f o r-

ward to it, and
I surely hope
that you have
gotten , a s
much from

this conven¬

tion as we

members o f

the Legislature have, we mem¬
bers who are here from the Fed¬
eral Government and from the
state government.

I think it was very fortunate
for all of us that you invited us
to participate. I was especially
pleased notonly that there are
m*;mDers of the Congress here,
hut there are members here of the
State Assembly. It is only through
meetings such as this that we in
the legislative branch can get a
true picture of your problems, and
in the little conferences which we

have had around on the deck, in
addition to these very delightful
talks which have been given here,
I know that all of us are going
back to our legislative functions
with a keener understanding of
what we must do to convince you
that you have been accepted as a

part of this great team here in
America and in the state, which

*An address by Representative Wolcott
before the 60th Annual Meeting of the
Savings Banks Association of the State
of New York, aboard the S.S. "Nieuw
Amsterdam" on Convention Cruise,
October 22, 1953.

is reestablishing the American
system of free enterprise.
I think we all should start out

with the idea that in government
today there is an unusual coordi¬
nation of thinking, of cooperation,
of understanding. It is rather re¬

freshing that the members of
Congress are called in occasion¬
ally with the Executive, not to be
told what the program is going to
be, but before that, consulted as
to what the program should be.
There have been two or three

mistakes made until this team got
to functioning as smoothly as it is
at the present time, but I want to
repeat, that it is so refreshing that
Congressional leaders, Congres¬
sional members are invited to sit
down with the policymakers be¬
fore policy is created and an¬
nounced. That is why these meet¬
ings are so helpful, because you
have a certain assurance that vour

problems are getting to the policy¬
makers before policies are made.

Return to Free Enterprise

We start out on the premise—
and this is adopted, accepted policy
—that the American system of gov¬
ernment is going to be given an

opportunity to prove again that it
s the best form of government
ever created by man. Because of
and not in spite oi the American
Constitution, the American con¬

cept of government, we here in
America have become the great¬
est of the nations. We don't have
to boast about it, we present only
the facts to prove that this must
be the greatest form of govern¬
ment ever conceived by man, be¬
cause under it the American peo¬

ple have been the most successful.
I like to din into my own brain

constantly—and I think it is well
worth repeating on every occasion
—the fact that because of this
American free enterprise system
in which we are given the oppor-
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tunity to exploit our own mental
and physical resources to the best
of our ability, so long as they
don't interfere with the rights of
others to do likewise, we here in
the United States, with only 6%
of the population of the world
the aggregate more than 50% of
normally produce and consume in
all of the goods and services pro¬
duced and consumed in the world.
Let's have that in mind con¬

stantly in discussing the Ameri¬
can System with those who think
that there might be some other,
some better approach to our eco¬
nomic and political problems. I
like to think constantly of that
when those who unconsciously
would destroy the American sys¬
tem by the adoption of some form
of collectivism, which, for a bet¬
ter term, we call Socialism—but
collectivism in any form is op¬

posed to the American concept of
free enterprise. I like to have this
argument to use and it is not to
be controverted that 6% of the
world's population here in the
United States normally produces
and consumes more than 50% of
the world's goods.

Guideposts for Free Enterprise

So, believing that that form of
government is worth protecting
and perpetuating, the Administra¬
tion has adopted as a matter of
policy certain guideposts that this
American system might be perpet¬
uated, and all policy in Washing¬
ton today is built upon the single
premise that the American sysr
tern is going to be given another
opportunity to function as we be¬
lieve the American free enterprise
system was intended to function.
And that means simply this:

that everything which is done in
Washington today is predicated
upon the idea that government
should encourage, should imple¬
ment, should supplement, but
never supplant the obligation of
the people of the United States to
produce and distribute their own
goods. That connotes, of course,
that there should not be the irri¬

tating controls which we have ex¬

perienced, which were justiifed in
some instances during war and
emergencies, but which in peace
or semi - peacetime we think
should be repudiated as a matter
of government policy.
In short, we have repudiated all

in any form of collectivism in
government, which means that
you have to be taken in as a part
of this team which has already
developed in Washington between
the Congress, the White House,
the department heads and the bu¬
reaus. We all sense the fact that

we are a part of the team, and
we know that it can't be success¬

ful unless the producers of Amer¬
ica, whether they produce goods,
services or the credit which we

like to think is the lifeblood of
the American economy, are taken
in as a part of the team and real¬
ize their responsibility to do the
job which they used to expect
government to do.
Summing it all up, it means

that the government is not going
to produce goods. The govern¬
ment is not going to produce
credit. We are leaving those func¬
tions to the producers under the
American system of government.
We have in government also re¬

jected inflation as a matter of
government policy, because we

know that unless our goal is sta¬
bility of our currency and our

economy, then the producers will
have no foundation uoon which
to plan on which to build and our

objective is to put you in a posi¬
tion where, because of a sound
financial and fiscal structure, you
can plan far into the future, and
by the future I don't mean week
to week or month to month, but
looking far into the future during
the years we like' to feel that
American producers can lay out
a long-term program with the as¬

surance that at some time short
of war or emergency attending
war the government is not going
to come along and knock - the

props out from under that plan¬
ning.
That applies as well to your in¬

dustry as it does to the manufac¬
turer of automobiles or anything
else.

I think that probably that pol¬
icy should be broken down and
applied, but let me say, first, that
I think we were all pleased at the
announcement which was made

by Mr. Lyon in his discussion here
that you bankers here in New
York State, contributing to this
free enterprise system, had re¬

moved the ceiling on dividend
rates, because that fits into the
free enterprise picture which we
all desire to perpetuate.
And that is a point which we

are glad to take back to Washing¬
ton as an example of the coopera¬

tion which the government is
getting from the producers in the
acceptance of their responsibility
for the restoration of that part of
the competitive system which has
made America great and will con¬
tinue to keep America great.
I know of all of the contro¬

versies which have raged around
some of these points in the tran¬
sition from inflation as a matter

of government policy to stability,
which has been accepted as gov¬
ernment policy.

No More Direct Government
Lending

Let me say—breaking it down
to your level—that notwithstand¬
ing anything to the contrary which
has been said by anyone in gov¬
ernment up to this time, there
will be no government lending
directly. There will be no direct
government lending; especially
can I give you assurance that
there will be no direct govern¬
ment lending in the field of real
estate or home financing.
I believe that we are in a po¬

sition to give you assurance that
the suggestions which have been
made that the government is to
create the credit for home con¬

struction and for business expan¬

sion—the statements that that is

going to come about are not well
founded, for the very reason that
that does not fit into the pattern
which government has accepted
for itself and hopes that you will
accept. It would be rather in¬
consistent, it would be rather de¬
structive. Surely, you would lose
faith in your government and be
justified in losing faith in your

government if we were to stand
up and tell you that we were not
going to compete with you, that
you were going to have to furnish
the credit for home construction
in this production effort, whether
it is in the creation of new enter¬

prise or the expansion of existing
facilities, and then hold over your

head, like a sword of Damocles,
the threat that government
through the resurrection of RFC
or in any other manner was going
to furnish the credit which we

expect you to furnish.
It is not part of the govern¬

ment's program to do that. So I
think we can give you assurance
that short of war, short of an

emergency attending a war, you
are going to be able to plan in
the assumption of this new re¬

sponsibility for years in the fu¬
ture.

I know this is going to be rather
an unusual experience for a good
many executives. We have found
it in the construction industries.
No doubt you will find it in the
savings banks, this new approach
to things, this competitive idea.
There are a great many younger
executives today who will find it
a very unusual experience to
compete in an open, free competi¬
tive market.
I was talking with a young

executive in Detroit a short time
ago. He told me of his experi¬
ence. He said, "You know, here¬
tofore when we had a problem,
we usually found a solution of it.
in some governmental regulation,
because the governmental regula¬
tions told us what we could or

could not do." He told me of his

problem the first time he had to
solve a problem which he used
to solve by referring to a govern¬
ment regulation—to be told that
it was no longer in' the regula¬
tions, that he had to come to his
own conclusion, he had to fit it
into the pattern of his industry
and his competitive position.
He said, "You know, at first it

was rather difficult, but now I en¬
joy it"; and he goes home at night
and he thinks these things out, as
an author would think out an out¬

line for a story or a piece of liter¬
ature. He never had to do that
before.

Well, the American system has
taught us to do that, and we have
become great because it was done
and it is about time, probably, be¬
fore we have lost the knack of

doing it, to get back into that way
of thinking.

New Methods of Meeting
Inflation

I think we can also give you
reasonable assurance in respect to
inflation, that the government,
recognizing its obligation is to
stabilize our currency and our

economy, is going to make as full
use as is necessary of the indirect
control.
We have repuidated the use of

direct controls as a means of sta¬

bilizing our currency and our

economy. That means that instead
of direct price controls to keep the
price of goods down, instead of
direct consumer credit controls to

slow up the velocity of credit, or
to reduce the volume of credit, we
are going to attack those things
at the source, and the orthodox
methods which have been at the

disposal of the Federal Reserve
System since it was instituted in
1913 will first be given an oppor¬

tunity to function.
In the foreseeable future we be¬

lieve that the job can be done
through the manipulation of re¬
discount rates, reserve require¬
ments, with possibly a very slight
activity in the Open Market Com¬
mittee, if the price of bonds drops
or threatens to drop too low, or,
on the other hand, if they threaten
to get too high.

Government Bond Market

But no goal has been set. Gov¬
ernment bonds will have to find
their place and their worth in the
open market.
I know how much interest you

have in that from the talks here—
the competitive situation which
you might feel from the govern¬
ment bond market. I think that
is a problem which has been con¬
sidered. I think it is capable of
solution, and it will be solved;
because of the better understand¬

ing of your problem, we can bet¬
ter harmonize your problem with
the government's problem.
However, I caution you to be

patient. We are going through a
transition period at the present
time from inflation to stability.
Frankly, we are feeling our way

along. If we were to put on the
brakes too quickly, as we could,
the facilities are available to

throw this country by fiat of the
Federal Reserve or the Treasury,

Continued on page 46
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J
Virtually no change was recorded in the period ended on

Wednesday of last week in nation-wide industrial production
when compared with that for the preceding week. While it
slightly exceeded the level of a year ago, it was down moderately
from the near-record level reached a few months before.

Addressing the convention of the American Trucking Associa¬
tion held in Los Angeles, John T. McCaffrey, President of the
International Harvester Co., stated that general business is headed
for a decline of 10%. to 15%. He added, "there comes a time when
we have to go down a little, then level off." The decline, he
asserted, is already reflected in sales of farm machinery, which
have sagged 18% since May. J

With respect to employment, it w^s noted that the recent
rise in claims for unemployment insurance benefits was reversed
in the latest week. Claims, however, remained more numerous
than a year ago. It was further noted that while the labor supply
was not as sparse as during recent months, the available pool of
skilled workers remained small.

A slight but contra-seasonal rise in unemployment was cur¬
rently reported by state agencies for Ohio, Pennsylvania and
Indiana. The increase in unemployment claims was attributed
chiefly to cutbacks in the automotive, industrial machinery, trans¬
portation equipment and textile industries.

This week the Brown Shoe Co., and International Shoe Co.,
report a decline in orders. Brown has "temporarily closed down"
its plant at Festus, Mo., according to Eugene R. McCarthy, Vice-
Chairman. Because of a sharp slowdown in orders, International
Shoe Co. has been closing its factories for inventory adjustments
for about two weeks rather than one week, which has been the
"normal" suspension period.

Recent changes in the steel market are testing the mettle of
steel users as well as producers, according to "The Iron Age,"
national metalworking magazine this week. In fact the selling
problems of producers have been stressed so much that many
people seem not to have noticed that steel buyers face challenging
problems too.

Buying confusion, cites "The Iron Age," is evidenced by the
following: (1) Some buyers got hung up with commitments for
conversion, foreign, or premium-priced steel after it was avail¬
able at regular mill prices. (2) Some are paying extra freight for
material that could be bought closer to home. (3) Some trimmed
inventories too quickly, some too deeply: mills have received
phone calls and telegrams asking that cancelled orders be re¬
stored. (4) Some have not seized the opportunity to avail them¬
selves of alternate sources of supply without materially increasing
costs.

On the positive side of the ledger, many purchasing agents
have shown a remarkable grasp of the steel market and have
reacted quickly and audaciously—altering their buying policy
to fit the market, it notes.

Some steel buyers are even taking the initiative — asking
suppliers what they intend to do about meeting lower delivered
prices of their competitors. Frequently this action results in
offers of freight absorption to meet competition. And the pur¬

chasing agents are saving money without narrowing their list of
suppliers.

Quality is another word freqently mentioned by purchasing
agents these days. Rejections because of quality are few and far
between, but mills have been made aware that there is an "or
else" if specifications aren't met, reports this trade journal.

Judging by consumer reactions so far, it is likely that steel
business will be good for at least the next six or eight months,
since inventory correction is about two-thirds completed, some
major consumers are re-entering the market now, and others are

expected back in November, declares this trade authority.
Steel users will enter the new year with inventories at

"optimum" size. This should pave the way for a seasonal up- •
surge because in steel as in many other things spring is usually a
time of greater buying, this trade weekly points out.

Extra buying incentive will come from approaching steel
wage negotiations. Most steel wage contracts expire in their
entirety next June 30, and the United Steelworkers is already
busy polishing its case for higher pensions, social insurance, and
wages, and a form of guaranteed annual wage. A good many

experienced steel buyers will decide they cannot afford to be
caught with their inventories down—just in case labor trouble
interferes with steel production, concludes "The Iron Age."

Business failures declined in September for the third con¬

secutive month, falling 2% to 686, the smallest number since
January. However, mortality normally dips to a seasonal low
in September. Compared with the same month in other years,
casualties this September were exceeded only once, in 1949, in
the postwar period; they were 27% more numerous than a year

ago.
• The rate of failures, as reflected in Dun's failure index,

which adjusts for seasonal fluctuations and extends the toll to
an annual basis, rose to 36 for every 10,000 enterprises listed in
the Dun & Bradstreet "Reference Book." The September rate
compares with 34 in the preceding month and 29 a year ago.
This was the severest casualty rate in over three years.

The liabilities involved in September failures were sizable,
increasing to $33,817,000, the most for any September since 1932.
This rise occurred entirely among failures for $25,000 or more;
casualties involving smaller amounts dropped to the lowest level
so far in 1953. , •

All functions except wholesaling reflected mild decreases in

Continued on page 35
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in 1950. Natural gas production
from joint operations is still rela¬
tively small but has just • about
tripled in the last seven years in
which period the company's net
crude oil production increased ap¬

proximately 85%.
Louisiana Land has never pub¬

lished any estimates of its oil and
gas reserves which according to
statements made by the manage¬
ment have increased substantially
in recent years. Extensive drill¬
ing and exploration on the com¬

pany's land holdings is expected
to result in greater production and
development of new reserves. In¬
come from natural gas, although
still fairly small, is growing rap¬

idly and some contracts for sale
of gas have been revised upward
lately.

, Net income for six months,
ended June 30, 1953, was $1.69 per
share compared with $1.32 per
share reported for the same pe¬
riod last year. 1953 earnings are
estimated at an all-time high of
about $3.25 per share compared
with 1952 net income of $2.85 per

share, after an excess profits tax
of 37 cents per share, and 1951
earnings of $2.87 per share after
payment of 39 cents excess profit
taxes. Dividend disbursements,
which have been made continu¬

ously since 1935, are at an annual
rate of $2.50 per share. In view
of this year's record earnings and
the company's policy to pay out
at least 75% of net income in div¬
idend distributions, a dividend in¬
crease appears likely within the
near future.

Louisiana Land's capitalization
consists solely of 2,977,306 shares
of common stock, of which 213,000
shares or 7% are owned by
Amerada Petroleum. In addition,
several leading investment trusts
hold large blocks of shares.
Louisiana Land and Exploration
is in sound financial and working
capital position with current assets
of $13,293,000 on Dec. 31, 1952,
including cash and government
securities of $11,184,000, com¬

pared with $6,950,000 current lia¬
bilities. The current price of the
shares of around 46 compares with
last year's high of 54 and an all-
time high of 59 reached in 1951.
Recent extensive exploration

and development of Louisiana
Land's acreage by Texas Com¬
pany has rapidly increased pro¬
duction of crude oil and natural

gas. The contract with Humble
Oil and Refining Company, call¬
ing for exploration of more than
half of Louisiana Land's undevel¬

oped acreage, is expected to accel¬
erate additional discoveries. With

the trend for rising natural gas

prices likely to continue for some
time, the company's large uncom¬

mitted natural gas reserves should
ultimately contribute further
greatly to earnings.
Louisiana Land & Exploration

Company common stock is listed
on the American Stock Exchange.

With A. M. Kidder
(Special to The Financial Chronicle)

TAMPA, Fla.—Joseph M. Man-
dese has become connected with
A. M. Kidder & Co., 506 Florida
Avenue.

Walston Adds to Staff
(Special to The Financial Chronicle)

LOS ANGELES, Calif. —Wal¬
lace J. Evertz has become affili¬
ated with Walston & Co., 550
South Spring Street.

J. T. Nicholson, Jr.
John T. Nicholson, Jr., an offi¬

cer-of Fitzgerald & Company,
New York City, passed away Oct.
18, at the age of 57.

Observations...
By A. WILFRED MAY

A. Will red May

The SEC Versus the Professional Stockholder
In last week's column we described the SEC's major proposals

for changes in proxy solicitation; an institution so vitally impor¬
tant to the working of our corporate system.

Considerable comment has been elicited by the Commission's
proposals for increasing the restrictions on the
public stockholder's use of the proxy for bring¬
ing a proposal to the attention of his scattered
fellow company-owners. While the self-seek¬
ing activities of a few "publicity hounds" are

decried, some observers are worried over sub¬
stituting therefor stifling of the small share- '
holder midst our basic capitalistic technique '
wherein ownership is separated from control.

A clear and interesting statement by an

authority who is convinced that aggravation
of the stockholder's impotence constitutes too .

great a price to pay for elimination of the
first-mentioned abuse—burning down the barn *
to kill a few rats—has come to

t hand from
V. Henry Rothschild II, the corporation and ..

tax lawyer. A former Vice-Chairman and
Chief Counsel of the Salary Stabilization
Board, he is widely recognized as a leading authority in the field
of executive compensation which so largely occupies the attention
of the minority-stockholder champions. And his opposition to pro-/
posals for arbitrary ceilings on compensation, as set forth herein/*
demonstrates his objectivity in the matter.

(Publication of this communication, of course, does not imply
this columnist's or the "Chronicle's" agreement or disagreement
with the views expressed.)
Dear Mr. May:

Your Observations last week analyzed with clarity and
preciseness the current amendments to its proxy regulations
that the SEC has under consideration. In your effort to be
strictly impartial, however, you did not sufficiently bring out the
threat to corporate democracy inherent in these seemingly
innocuous amendments.

The amendments in question have to do with the right of.
stockholders to have their company submit proposals for consid¬
eration at stockholders' meetings. As we all know, effective
support for such proposals from holders of securities listed on a
national securities exchange can only be solicited and secured
through proxy statements and, unless included in the notice of
meeting and proxy statement, such proposals may be ruled out
of order and denied all consideration. u

As you reported, the SEC is now seeking to circumscribe
stockholders' proposals, chiefly in two ways—one, by preventing
reconsideration of a proposal which did not receive a specific
percentage of votes within a prior five-year period, and two,
through eliminating the present requirement that a stockholder's
name and address be published in the proxy statement in con¬
nection with his proposal.

Action Versus the "Professionals"

The recommendations are obviously directed primarily
against stockholder representatives such as Lewis D. Gilbert and
his associates, and Wilma Soss and her Federation of Women
Shareholders. These "professional stockholders" attend a large
number of annual corporate meetings each year and seek to
advance certain projects—such as regional meetings, cumulative
voting, post-meeting reports and, in the case of Mrs. Soss, repre¬
sentation of women on boards of directors. Over the years they
have secured a following and, for some of their proposals, pos-*-

sibly through the process of education with constant repetition,
they are obtaining more and more support. Considered in some

quarters publicity seekers and crackpots, they are believed by
others to be public-spirited and command the respect of a num¬
ber of managements.

Personally, I have no more sympathy with many of their
Continued on page 41
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A Healthy, Vital Economy
Is Our Best Defense

By HON. GEORGE M. HUMPHREY*
Secretary of the Treasury

Secretary Humphrey, picturing "a healthy, vital, daring econ¬
omy as nation's first line of defense," upholds program of
national security as uppermost over a balanced budget. Points
out, however, there would be disaster if arms production ex¬
hausts our strength and resources and lays down as basis for
surest source of strength in meeting any enemy: (1) "honest

„ money; (2) economical government, and (3) a sound fiscal
policy." Holds a balanced but adequate defense program,
"fluid and imaginative, mobile and elastic," must be supported

by whatever appropriations logic and necessity demand.
I propose to speak tonight of the

principles that, I believe, rule
and guide us as we face this time
of tempest. I think I should first

speak candid¬
ly of the state
of mind with
which this

Administra¬

tion nas ac¬

cepted its gi¬
gantic task —

which is noth¬

ing less than
the saving of
.the Republic.
This state of

mind has three

characteris¬

tics: It is so-

Ceorge Humphrey ber; It is pa¬

tient; And it
is confident. "We are sober because

we can see no problem that can

be solved by the invention of a

slogan. We do not for an instant
see Soviet aggression as some

obliging kind of demon that can
be disposed of by speaking a glit¬
tering phrase or indicating a dark
threat. We do not dream that—

here in our own land—the farmer
can be helped, the worker pro¬

tected, the consumer relieved, or
the businessman encouraged — by
the golden promises of the dema¬
gogue.
We are patient for like reasons.

We are realists. We scorn pana¬

ceas. We respect the fortitude,
the courage, the staying-power of
the American people. We show
that respect by always speaking
the plain truth, as we know it.
And we are confident for pre¬

cisely this same reason: we believe

*An address by Secretary Humphrey
at the Preparedness Dinner of the San
Francisco Republican Finance Committee,
San Francisco, Calif., Oct. 20, 1953.

in the people. We believe in the
ingenuity and the industry of the
American as resources that no

nation on earth can match. We

believe in his capacity to work,
to save, to invent, to sacrifice, to
create, to dream good dreams—
and to bring them to true life.
To do all these things, the peo¬

ple need but one thing once more:
a government they can trust — a

government worthy of that trust.
This is the kind of government

to which we are pledged.
That is the kind of government

which we will give the people.
With this state of mind, we are

dedicated instantly and inevitably
to achieving a certain state of
the nation.
What is this state of the nation

we seek?
What do we see to be the great

and urgent tasks before us?

A Sound Economy Sustaining a

Sturdy Defense
I believe they can all be sum¬

marized in one statement: a sound

economy sustaining a sturdy de¬
fense against the enemies of free¬
dom—inspired by a political lead¬
ership that is spiritually strong
and honest.
Let us analyze this statement.
In the final sense, the health

of our economy counts for much
more than profits or wages. We
assess it not merely in terms of
gross national income, balanced
budgets, equitable taxes, fair in¬
terest rates. We look to it for

more than homes and cars, wash¬
ing machines and television sets.
We see our economy as the first
line i)f defense for every freedom
we cherish.

No other purpose is worthy of
us at this time in history.
No other purpose—material or

Notice to the Holders of:
■

Kingdom of Denmark

Thirty Year 5'/2% External Loan Gold Bonds, Due August 1, 1955

City of Copenhagen
Twenty-Five Year 5% Gold Bonds, Due June 1, 1952

Twenty-Five Year 4 '/2 % Gold Bonds, Due May 1, 1953

Mortgage Bank of the Kingdom of Denmark
f (Kongeriget Danmarks Hypotekbank)

Forty-Five Year 5% Sinking Fund External Gold Bonds Series IX, of 1927,
Due December 1, 1972

Under dates of February 17 and April 23. 1953. the undersigned gave notice of the
setting aside of about $9,600,000 and $4,800,000, respectively, to be applied,. for the
calendar year 1953, to the retirement and cancellation of bonds of certain loans, as set
forth in the notices of these dates.

Notice is hereby given that Denmark, in addition, has set aside a sum of about
$10,500,000 to be applied to the retirement and cancellation of bonds of the above-
described loans, in the amounts and in the manner referred to below, accrued interest

bring supplied from other funds'
Denmark has on this date published separate notice that all Kingdom of Denmark

Thirty Year 5Vi°i< External Loan Gold Bonds, due August 1, 1955, that are out¬

standing and unpaid, have been called for redemption as of February 1,- 1954. For
further infoi mation. reference is made to the separate notice.

The City of ( openhagen will shortly publish separate notices that there have been
drawn by lot for payment $1,500,000 of City of Copenhagen Twenty-Five Year 5%
Gold Bonds, due June 1. 1952. and $1,200,000 of City of Copenhagen Twenty-Five
Year 4/j% Gold Bonds, due May 1, 1953. For further information, reference is made
to the separate notices

Finally, $66,500 will' be applied to contractual retirement of Mortgage- Bank of
the Kingdom of Denmark Forty Five Year 5% Sinking Fund External Gold Bonds,
due De< ember 1. 1972

Unless conditions change materially, it is contemplated that funds toward the
retirement and cancellation of other Danish pre-war dollar loans, still outstanding but
not mentioned above, will be set aside in the first half of 1954.

Copenhagen. October 27. 1953.

MINISTRY OF FINANCE OF THE

KINGDOM OF DENMARK

selfish or partisan — guides this
government.
What have we done to serve

this purpose?
We have a more stable economy

than we have had in many years
—free and uncontrolled.

Needless Controls Lifted

The alarming legacy from the
past, inherited by the present
Administration ten months ago,
was arbitrarily ruled by needless
controls.

We lifted those controls. They
were raised almost as quickly as
the voices of mourners crying
that it could never be done with¬
out wrecking the economy. You
all remember that impassioned
debate. Yet within a matter of

weeks, the debate was as dead as
the controls.

This was not done by magic or

oratory. It was done by applying
sound, honest financial policies,
freeing natural correctives which
safely guarded the whole price
structure. The proof of their suc¬

cess is that over the period of a

year—when this major overhaul¬
ing of our economy was achieved
—the cost of living moved less
than one-half of one percent. This
was the disaster which our critics

had so gloomily prophesied.
The financial policies making

this possible have had a single,
simple focus and aim: to give the
American people honest American
money.

The only thing remarkable
about this policy is that many
critics and a few demagogues
should think it remarkable.

The fact that they do is a sad
commentary upon habits of fi¬
nancial thinking acquired in the
last 20 years.

But the people themselves are
not amazed. Honesty is an old
American habit. So is saving. So
is individual initiative. So is in¬

dustry. So is working v/ith hands
and brain. So is freedom. And

two decades of financial double-
talk have not changed these fun¬
damental habits one single bit.

Honest Money Essential

Honest money—the dollar that
buys a dollar's worth of goods—
is not created by wish or promise
or fiat.

It depends upon three things:
sound budget policy, sound Fed¬
eral Reserve System, and sound
debt management.

We have worked toward achiev-:

ing all of these.
First: We are on our way to¬

ward getting the budget of the
Federal Government under con¬

trol as rapidly as expenditures for
adequate defense permit. We
concentrate on this purpose be¬
cause we know that indefinite
deficit financing spurs the forces
of inflation and eventually cheats
every family in the nation. Know¬
ing this elemental truth, we have
cut the prospective deficit for the
current fiscal year from more

than $11 billion to less than $4
billion.

Secondly: We have assured the
Federal Reserve System that it
can operate in a way to ensure
effective monetary policy. For
many years the Federal Reserve's
supporting of government securi¬
ties at par, to preserve artificially
low interest rates, invited banks
and all other holders of govern¬

ment bonds to sell their, bonds—

which meant making the debt al¬
most like currency. This, of

course, was a sure way to en¬

courage inflation. Today, the
Federal Reserve System is free to

use its power to provide a supply
of credit to meet the requirements
of natural demand and avoid ex¬

cesses leading toward either in¬

flation or deflation.

And thirdly: We have a pro¬

gram to meet the problem of debt

management imposed upon us by
the inheritance of a total debt of
more than $273 billion of which
nearly three-fourths matures
within less than five years. We
have offered the first long-term
loan in 20 years and will continue
to extend the maturities of refi¬

nancing operations whenever and
to whatever extent appropriate
conditions will permit.

Rates of interest are currently
determined by changing market
conditions fluctuating both up and
down with the supply and demand
for money. Partisan critics have
loudly deplored any increase in
interest rates as if they benefited
only the few and defrauded most
of the people. Nothing could be
further from the truth. There are

more savers than borrowers in
America—more people who ben¬
efit from higher interest than
those who pay it. These bene¬
ficiaries are the 45 million fami¬
lies—the 122 million people—who
have invested in savings accounts,
life insurance, pensions, annuities,
government bonds, mortgages,
fraternal and mutual institutions
and many other forms of invest¬
ment for savings. ,

These, then, are the ways we
have sought to make America's
econo my strong with honest
money.

What Republican Party Reforms
Mean

What does the result of such a

policy mean?
It means a check in the trend of

dollars that continue to buy less
and less in clothes, in food, in
homes.

It means savings—Savings not
only to give individual families
better security, health and edu¬
cation but also to give the nation
the indispensable resources to
build factories, expand mills, de¬
velop mines, drill oil wells, and
erect power plants. Savings make
jobs, and are essential for the high
productivity of American labor
and our increasingly higher and
higher standards of living.
It means—in cheaper costs to

state and local governments—the
chance to build more of the high¬
ways, the hospitals, the schools
which are the priceless monu¬
ments of a nation prosperously at
peace.

All these are our resources for
the saving of freedom.

They are—in the largest sense
—but some of the reasons for

holding confidence in our eco¬
nomic future.

They are part of the answer to
those who see—or pretend to see
— threatening disaster in our

economy, especially if the margin
of defense industries is cut.

Neither American business nor

American labor needs war to be

prosperous.

Our population is increasing—
by thousands of new-born each
day—at a rate of close to 15%
in a decade.

The needs and wants of Amer¬

icans are increasing no less swift¬

ly. Every American family wants
more opportunity and a better and
fuller life for each succeeding

generation.
And our capacity to meet these

needs—as we stand on the thresh¬

old of an atomic age for the

good of mankind instead of for
evil—is beyond the imagination of
most of us living today.
As the threat of aggression re¬

cedes and our huge expenditures
for defense can decline we are

ready to anticipate the accom¬

plishment of that reduction with
welcome tax reduction. The re¬

duction of taxes is a determined

purpose of this Administration.
The sooner it is done, the sooner

the consuming community can

quicken its demands upon the

productive capacity of the whole
nation. And the potential in¬
crease in these demands through
tax relief, as fast as our defense
needs permit, is the surest stim¬
ulant to continued progress and a

high level of activity.
This is the kind of economy we

are striving to encourage: healthy
and imaginative, fortified with
sound currency, confident of the
prudence of its government, and
ready for the exciting challenges
of tomorrow. Such an economy is
equipped and alert to meet—and
to live by—the simple truth that
America is the world's greatest
unfinished business.

I remind you again: this Amer¬
ican economy—healthy, vital, dar¬
ing—is our first line of defense
for freedom itself. For a fact that

cannot be too often repeated is
this: America's greatest defense
against any enemy is the power
and potential of American mass

production.

This is indeed a plain truth.
And yet general awareness of it
would free us from a great deal
of that kind of partisan debate
which today generates more heat
than light

False Questions

We are so often confronted with
ill considered questions.

We are asked: Which comes

first—a balanced budget or an

"adequate" defense?

We are asked: Why—in an age
of such peril—should we not "de¬
fend" America by spending more
billions upon more billions—upon
the billions already spent?
These are false questions. They

feign simplicity — and distort
reality.
We know that a sick American

economy would fulfill the Com¬
munist dream of conquest just as

surely as disaster on the battle¬
field.

We know that the strictly mili¬
tary defense of America does not
result simply from the spending
of huge amounts of money. It is
of much more importance to know
how well planned and how effi¬
ciently the expenditures are made
and how fully we get our money's
worth.

Our security depends upon eco¬
nomic strength, guarded and di¬
rected to sustain a defense pro¬

gram whose worth can be meas¬
ured not by its cost but by its
wisdom.

We live in an age witnessing a
revolution in scientific and pro¬

duction techniques. In such an

age, the surest formula for defeat
would be a static defense—com¬
mitted to old-fashioned strategy
—served by obsolete weapons.

There would be not defense but
disaster in a military program that
scorned the resources and prob¬
lems of our economy — erecting
majestic defenses and battle¬
ments for the protection of a

country that was bankrupt and a

people who were impoverished.
There would be not defense but

disaster in so massive a program

of arms production that our

strength and resources might be¬
come exhausted and we would

lose the capacity to continue the
effort—so that tomorrow's threat

would have to be met with yes¬

terday's weapons.

To all those who pretend that
these problems can be solved by
a dramatic slogan—to all those

who give the people choices be¬
tween false alternatives—we say

that the essential truths are sim¬

ply these:
First: We know that a healthy

economy is America's surest
source of strength in meeting any

enemy. .

Second: We know that a high

level of emDlovment and indus-
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trial activity, is essential for the
maintenance of such an economy.
Third: We know that no such

economy could be assured without
the health of honest money, eco¬
nomical government, and sound
"monetary policy.

Fourth: We know that a bal¬
anced but adequate defense pro-
.gram, fluid and imaginative, mo¬
bile and elastic, will and must be
supported by whatever appro¬
priations logic and necessity de¬
mand.

We hold these truths not as

some preconceived economic ax¬

ioms—or theories of which we are

prisoners — but as simple, com¬
mon-sense rules for achieving true
national security.
Of all these truths, this Ad¬

ministration is deeply aware.
We are aware, no less, that the

economic problems we must meet
do not end at our shores.
Our trade in the world —and

the world's trade with us—are

essential parts of the strength all
of us need to stay free. Our own
industries are vitally dependent
upon raw materials from the most
distant parts of the earth. Our
farms as well as industry need
markets abroad — without which
our whole farm economy could be
gravely dislocated — even while
many foreign nations are increas¬
ing hugely their own production
of grains and other foodstuffs.
What happens in the valley of

the Nile, on the plains of Turkey,
or in Pakistan may affect our
farms in Kansas and Iowa. What
happens in Malaya or the Belgian
Congo may affect our industries
and our defense program.
And so our defense of ourselves

inevitably involves the conditions
obtaining in many areas—seem¬

ingly distant and strange, yet
really vital and near.

Truths in Time of Tempest

These, too, are truths by which
we must life in this time of
tempest. By them we must be

guided in all our judgments and
actions, as the chosen servants of
America at such a time.
But above all these matters, I

venture to suggest that one chal¬
lenge rises to tower over all
others. We must provide that
moral leadership, that steadfast¬
ness of spirit and mind, which-
alone can make us worthy of the
high commission that history has
conferred upon us.
We must care more for truth

than for success.

( We must care more for the

hopes of the people than the votes
of the people.

We must always worry more

about our problems than the

headlines.

We must scorn the glib promise,
the false phrase, the shallow ex¬

cuse, and the clever evasion. Let

these be the devices only of those
who hunger for power.
Let our ambition be but one:

justice and security for America.
Born of a brave past, we have

nothing to fear of the future.
If worthy of the present, the

future will be ours—with a free¬
dom of peace and productivity

-

beyond the dreams of our fathers

—worthy of the hopes of our sons.

With Hamilton Manag't
(Special to The Financial Chronicle)

DENVER, Colo. — Patrick J.

Byrne is now with Hamilton Man¬

agement Corporation, 445 Grand
Street.

Two With A. M. Kidder
(Special to The Financial Chronicle)

CORAL GABLES, Fla.—Morris
Arkin and Charles H. Parsons have

become affiliated with A. M. Kid¬

der & Co., 380 Miracle Mile.

Wills
By ROGER W. BABSON

Mr. Babson stresses desirability of having a will executed,
and gives advice as to matters to be considered by individuals

in drawing up their wills.

There are very important rea¬
sons for everyone to make and
constantly revise a WILL. Per¬
haps your wife may die first, or

you both get
killed together
in an a lit o-

mobile acci¬
dent. Perhaps
some relative
of hers (whom
you do not

like) would
get her share
of your prop¬

erty. Your
,w i f e might
cut off one of

your children
or all of the
grandchildren
if she married

again.
If you have not made a WILL

you should consult your lawyer
tomorrow. First, find out to

whom your property would go if
you died now. (His answer will

surprise you.) Second, ask him

what could happen to your life's

earnings and savings, if your wife
should marry again? (Could she

Roger W. Babson

cut off your own children and

relatives?) Third, could one of
your own „ children marry and
give or loan her part to her hus¬
band to lose in some business or

investment? Fourth, are you ab¬
solutely protecting your grand¬
children?

What About Taxes?

Assume you may die tomorrow
and leave, with or without a

WILL, considerable property to
youf wife: Your estate might be
liable for a heavy tax upon this.
■Then assume that in a few years

your' wife should die and your

children inherit this money. This
could result in a second tax.. In

fact, without a WILL the grand¬
children might get very little.
You'd better leave your wife's

share, at your death, to a Trust

Company in trust for your chil¬
dren and grandchildren, with this

provision: So long as your wife

lives, she is to have the income.

At her death, your children can

have the income. When your

grandchildren reach a certain age

(say 26 years), after the death of
your wife and their mother, they
are to gradually get the principal,
as well as the income.

Remember Relatives and

Charities

Have you an aunt or cousin who
was very good to you when you
were young? These you can re¬
member only by a WILL! On the
other hand, without a WILL your
estate could go to distant rela¬
tives. whom you never knew.
Remember you can easily remem¬
ber these old relatives and friends
by adding a simple codicil, which
your lawyer can quickly draw. Do
it now. Never sign any paper
while in your last illness. Be sure

the original of your WILL and
ALL CODICILS are in the custody
of a bank, with only copies in
your home safe or your safety
deposit box.
Why not give something to the

Church which brought you up, or
to some hospital or other charity?
You would not live in a com¬

munity without these. Then you
should help them out. You can

do it only by making a WILL or
CODICIL. My full name is Roger
W. Babson. The UW" really stands
for Capt. Ward, an old Glou¬
cester fisherman; but when peo¬

ple ask me for what it stands I

reply "Will." I wish I could de¬

vote the rest of my life to help¬

ing people to make WILLS and

CODICILS.

COMING

EVENTS
In Investment Field

Nov. 10, 1953 (New York City)

Security Traders Association of
New York Beefsteak Dinner at the
Antlers.

Nov. 18, 1953 (New York City)
Association of Stock Exchange

Firms Annual Meeting and elec¬
tion. 1

Nov. 19, 1953 (New York, N. Y.)
Purchases and Sales-Tabulating

Division of Wall Street, Associa¬
tion of Stock Exchange Firms,
Annual Dinner at the Hotel Statler.

Nov. 29-Dec. 4, 1953
(Hollywood, Fla.)

Investment Bankers Association,

of America Annual Convention at

the Hollywood Beach Hotel.

June 9-12, 1954 (Canada)
! Investment Dealers' Association

of Canada Annual Convention at

Jasper Park Lodge.

Sept. 22-26, 1954 (Atlantic City)

National Security Traders Asso¬
ciation Annual Convention at tha

Hotel Claridge.

New Issve

$4,000,000

Fairfax County, Virginia
2.90% School Bonds

Dated April 1, 1953. Due April 1, 1956-80, inclusive. Principal and semi-annual interest (April 1 and October 1) payable in Fairfax;
Virginia, or New York City. Coupon Bonds in denomination of $1,000 registerable as to principal only.

Interest Exempt from Federal Income Taxes under Existing Statutes and Decisions.

In the opinion of counsel named below, these Bonds, issued for school improvement purposes, constitute valid general obli¬
gations of Fairfax County, Virginia, payable from ad valorem taxes which may be levied on all taxable property within the
County, without limitation as to rate or amount.

AMOUNTS, MATURITIES AND YIELDS OR PRICE
"

■ J . '

Prices Prices Yields
Amounts Maturities I® Yield Amounts Maturities to Yield Amounts Maturities or Price

$ 50,000 1956 1.70% $160,000 1965 2.55% $180,000 1973 2.85%
50,000 1957 1.80 160,000 1966 2.60 180,000 1974 2.85

160,000 1958 1.90 160,000 1967 2.65 180,000 1975 100 (price)

160,000 1959 2.00
160,000 1968 2.70 180,000 1976 100 (price)

160,000 1960 2.10
160,000 1969 2.75 180,000 1977 2.95

160,000 1961 2.20
1978 2.95

160,000 1962 2.30 160,000 1970 2.75 180,000

160,000 1963 2.40 180,000 1971 2.80 180,000 1979 3.00

160,000 1964 2.50 180,000 1972 2.80 200,000 1980 3.00

(Accrued interest to be added)

The above Bonds are offered, subject to prior sale before or after appearance of this advertisement, for delivery
when, as and if issued and received by us arid subject to the approval of legality

by Messrs. Mitchell & Pershing, Attorneys, New York City.

The National City Bank of New York C. J. Devine & Co. The Northern Trust Company

Merrill Lynch, Pierce, Fenner & Beane R. W. Pressprich & Co. First of Michigan Corporation Laid law & Co.

Hayden, Miller & Co. Blewer, Heitner & Glynn J. C. Wheat & Co. Goodwyn & Olds
I ;

October 29, 1953. ' '
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Our Current Business Cycle
By FRANZ PICK*

Publisher "Pick's World Currency Report"

Monetary economist maintains the recent boom, which was

25% prosperity and 75% inflation of currency and credit,
is now defunct, the last cycle of an expanding U. S. economy
having died 10 months ago. Asserts warning signal of reversal
in off-shore commodity markets in December, 1951, was over¬

looked by government and private economists. Denying gov¬
ernment can "do something" to limit decline in national income,
doubts we can get away with mere recession or mild depression.

of problems of shrinkage, which
the cyclical theory summarizes
under the name of "depression."
Such a condensation of negative
trends, again according to theo¬
ries, would need about 20 to 24
months before the expanding cy¬
cle could be resumed. That means
a down-trend until Sept. 1954 or
Jan. 1955.

(3) A decline of the national
income by $30 billion or more
would bring about an "economic
crisis" with all the historically
well known components of the
1929-1932 style. Its duration
would have to be forecast at about

According to official records, ished the Bond market, broke the 40 months. That would put the
our currency has just reached its last boom remnants in Wall Street end of the contracting cycle to-
lowest level of purchasing power, and cut loose, more than ever be- wards Sept. 1956.
not only since the end of World fore, from our beloved prosperity. To my personai regret I must
War II, but T" lwr—- * * v - '
since the his¬
toric repudia¬
tion of the
famous "Con¬
tinental Dol¬
lar" in 1780.
Without any

doubt, the
monetary pol¬
icy of the last
12 years will
have to take
the brunt of
the blame in

the coming
post - mortem
of our defunct

In May, the forces of contraction already exclude possibility num-Uartn w« avia trim aia " *

mm-
Mm
mm
I

became even more visible.
ber 1. As it looks to me now, we

, Under the impact of official re- should make up our minds that
leases, speeches and worries about We cannot get away with a reces-
deficits and maturities, a test run sion alone. It is almost certain that
to stop the radiation of cyclical 0ur National Income will decline
truth was performed by the press, more than $10 billion. The general
by market reports and, I am sorry belief that governments can "do
to say, also by many security something" to prevent such a de-
analysts. In the meantime, one velopment must be discarded in
of the principal psychological any historical analysis of such a
boom elements disappeared. The problem. The teachings of cyclical
pseudo-inflationary policy of the movements establish the harsh
Administration eliminated what Dr. fact, according to which, the "Cy-
Frederick Hajek called "the infla- cle is the Government above the
tion fear, motor for demand." The Governments." You read that in
first noticeable reduction in de- the Bible, in Adam Smith's and

®°"r

,Q,, +1^1^* tho mand for manufactured products in Wesley Mitchell's works. Gov-boom. To my way of thinking, the and commodities was apparent to ernments can only act once the

Franz Pick

(1) Credit Expansion.
(2) Over-Investment.
(3) Over-Taxation.
(4) Government Enterprises.
(5) Agricultural Over-Produc-

tion.

to you the following three pos- £ - Ume "buPasTam sureThal
sibilities of contracting economic 2 J-
development, actually existing in ?H ? . revealing
the United States- facts' 1 can only exPress my sm-

(1) A decline of the national cere hoPe that a11 Predictions
income by $10 billion would limit wl11 not come true. I would be
the cyclical downtrend to what very happy if, in the coming(6) Metals Over-Production.

Facing these economicallv sbouJd be. called a "mild reces- years, we could continue the road
"apocalyptic horsemen," the Ad- withinT3 months. Th^movemenf to unlimited prosperity,- with
flatinnal-v0d'pftarff1'1 °f terminating around Feb. 1954^ short declines and long rises of
raise the interest Wpi f^o 1° could then change into an ex- industrial activity, corporate

panding cycle, or what you would profits commodity and securitytempt to practice deflation. This call a return to better days. ' 1

decision, taken in April, demol- (2) A decline of the national P"C,fS' _ , .. T .„ ,

*Address by Mr Pick before n v t income by $20 billion would affect . ' whether I will be
Society of Securit'y Analysts, SciTwartz' our economic structure in a sharp- right or wrong—as only time will
Restaurant, n. y. City, Oct. 26, 1953. er measure and create a multitude tell! .;

Dealer-Broker Investment
Recommendations & Literature
It is understood that the firms mentioned will be pleased

to send interested parties the following literature:

b°°m was 25% prosperity and the cyclical analyst as early as damage has been done.75% inflation of currency and May and June of this year. Dur-
credit. I said defunct boom, be- jng July, in spite of official repe- A $20 Billion Decline
cause the last cycle of an expand- tjon of our highest employment if we turn to the second pos-

lHg econ/?n?y died b^tween and earning figures, the real de- gibility of a $20 billion decline, I

ua% of this vear Having lasted pression ,in European Asi- WOuld not consider it a certainty,
for exactly 143 months (about 12 itlC „,and Australian countries, but lt is nighly probable. A mira-
vparc? Vrn™TrT^lrl S H together with sharp slumps in cie could prevent it, but miracles
Tannirv iq?J ftZxc iho ?nnJS freight rates, showed the only happen in fairy tales and not
npriid'nfpllii! acrilfHanpf fn serious decline possibilities of our in economics. Therefore, I am in-
?np h^tnrv of foreign trade, one of the most ciined to believe that we are in atne history ol th . binned aia'es. sensitive barometers of coming de- depression in which the slow and
•According to Dr. Wesley Mitch- nre^inn Tn August the interna- , P ' i u . i i
ell's extensive research we had P m August, tne interna classic first act has already takenen s extensive researcn, we naa tional and domestic oil industry Diace Further developments car-only one nine-year period of heffan tn cut down nn nrndurtion •w£ ueveioPmeill's> Ldr
nrosneritv in mir na«t nampiv S i , , , ? Pr5Jucm rying all the elements oi contract-prosperity in our past, namely The steel boom ended at the same ing cvcles are inevitable and un-from 1873 to 1882. Most of our time Thp real dive still denied T LyLiGS are meviiaoie ana un
boom cvcles havp lastpd nnlv fivp£: if' aemea der way. The pattern could beDoom cycles nave lasted only live by the majority of leading secur- taken from anv serious book deal-to six years. This 12-year period, itv analvsts who have to "nro- • •£? ? , ?u 2J
fathered bv constant currencv Hp Jy afy, ' ■ I J? . ing with cyclical' theories. Readiamerea Dy constant currency de duce" brokerage income for their it and f.nme tn vonr nwn cnnclu-
preciation and prolonged by the fjrrn~ had hemln • , y conciu-
sharp inflationary boom of the ' g slons!
Korean War, according to the Wall Street's September I think the present, yet doubt-
cycle was ready for a turn or bust Slump ful tacts, are condensed in the
in December, 1951. At that time, jn September Wall Street Question, "Will our present skill
the big tendency reversal in all slumped The Dow-Jones coiifir- and Productive organizations be
off-shore commodity markets be- mation of a bear market always sufficient to limit the cyclical de-
gan. This major warning signal behind the harsh facts of eco- cline to a depression, or will we
was overlooked by government nomic conditions, awakened quite be carried into a crisis"? I still
and private economists alike. Con- a number of economists from a b°Pe tbat when the time comes,
sidered a purely technical reaction dream world' Since then, we be ab*e *° stem tbe ^de
after the Korean conflict remained

many m0re of them have become of events, and get away with a de-
localized, it was (even in paper aware 0f what is going on. pression only—thus avoiding an
dollars) what the depression ana- ww,e . . ^ economic crisis because it would
lysts of 1954 or 1955 will call the What s m store for us in gen- douhtlessly bring the sharpest
absolute end of the boom which f.ralj a£d tor the market m Par" structural and sociological changes
began in 1941. < ' ticuiar. into our way Qf life Without any

, ..... _ I am not an expert in Dow- other solution, it would automat-Stock Markets Attitude Jones techniques or in analyzing icany extend government-run
The New York Stock Market, securities. I am a currency analyst factories, banks,, insurances, rail-

still accounting in dollars of who has specialized in cyclical roads and airlines; it would na-
dwindling value, did not take theories, for more than 30 years, tionalize medicine, together with
notice of such avents when the If I venture to give some opinions So many other now free and cap-
classic pattern ofCyclical termina- as to the probable length of the italistic activities, and would give
tion began to develop in 1952. The economic decline, which we face more power to labor than ever. '
central force of boom destruction now, I would have to give you a Such an economic crisis would <'
was concentrated in all facts that prolongation, if I may call it so, of have to be financed by the print- '
could be summarized under the the theories of Dr. Mitchell, Dr. ing press since a capital levy !
word of inflation! Hajek and Dr. Wagemann, all would not be sufficient to-pay for /
The U. S. had reached the Con-; three of whom have done out- the loss on taxes. It would finally

dition of economic overweight, standing world-wide research on decrease the purchasing power of -

because under the impact of in- the length of business cycles. , our currency, which has already '
flation, six major components of Building,on their theories and lost more than 50% since 1941.
recession had gained momentum. aPP^f them with a few of my- j w pontinue going into the '
I wouid like to mention these; PH isxtetii p&stbilittes 1forces: same field, I would like to present „f a contracting cy°1(T for quite

Canadian Bank Stocks—Bulletin—Ross, Knowles & Co., 330
Bay Street, Toronto 1, Ont., Canada.

Electronics & Television— A billion-dollar infant — Booklet ,

reprinting address by H. Leslie Hoffman, President of Hoff¬
man Radio Corporation at the NSTA Convention, Sun Valley,
Idaho, and some significant facts regarding the pattern of
development for this gigantic young industry—William R.
Staats & Co., 640 South Spring Street, Los Angeles 14, Calif.

Investment Opportunities in Japan—Circular—Yamaichi Secu¬
rities Co., Ltd., Ill Broadway, New York 7, N. Y.

New York City Bank Stocks—Comparison and analysis of 17
New York Bank Stocks as of Sept. 30, 1953—Laird, Bissell
& Meeds, 120 Broadway, New York 5, N. Y.

Over-the-Counter Index—Folder showing an up-to-date com- 1

parison between the listed industrial stocks used in the Dow-
Jones Averages and the 35 over-the-counter industrial stocks
used in the National Quotation Bureau Averages, both as to
yield and market performance over a 13-year period —
National Quotation Bureau, Inc., 46 Front Street, New
York 4, New York.' . ;

Railroad Earnings—Bulletin (No. 145)—Smith, Barney & Co.,
14 Wall Street, New York 5, N. Y.

Story of Whiskey-Making—Booklet (free where state laws
permit)—Dept. 18, Schenley Distillers, Inc., P. O. Box 331,
New York 46, N. Y.

Tax Savings—Bulletin discussing savings contemplated by the
law—Francis I. du Pont & Co., 1 Wall Street, New York
5, N. Y.

• * •

Ajinomoto—Analysis—The Nikko Securities Co., Ltd., 4, 1-
chome, Marunouchi, Chiyoda-ku, Tokyo, Japan. Also avail¬
able are analyses of Kobe Steel Works, Matuso Mining,
Kansia Electric Power, Toppan Printing, Mitsubishi Metal
Mining, Mitsuokoshi, Meiji Biscuits & Confectionary, Canon
Camera, Meidensha, Toyo Rayon, Nippon Express, Fuji
Iron & Steel, Japan Mail Steamship, Mitsui Mining & Smelt¬
ing, Tohoku Pulp, Morinaga Confectionary, and Japan Ce¬
ment, and a tabulation of investments by foreigners in
Japanese stocks.

American Cyanamid Co. — Memorandum— Hirsch & Co., 25
j^roaa Street, New York 4, N. Y.

Allegheny Ludlum Steel Corporation—Report—Eastman, Dil¬
lon & Co., 15 Broad Street, New York 5, N. Y.

Attapulgus Minerals & Chemicals Corporation—Discussion in
"Highlights-No. 24"—Troster, Singer & Co., 74 Trinity Place,
New York 6, N. Y.

Baxter Laboratories, Inc.—Analysis—Doyle, O'Connor & Co.,
135 South La Salle Street, Chicago 3, 111.

California Water & Telephone Company—Analysis—First Cali¬
fornia Company, 300 Montgomery Street, San Francisco 20,
Calif.

Caspers Tin Plate Company—Analysis—Shillinglaw, Bolger &
Co., 120 South La Salle Street, Chicago 3, 111.

Central Telephone Company—Analysis—H. Hentz & Co., 60
Beaver Street, New York 4, N. Y.

Central Vermont Public Service Co.—Booklet—Ira Haupt &
Co., Ill Broadway, New York 6, N. Y.

Crucible Steel Co. of America—Memorandum—Smith, Barney
& Co., 14 Wall Street, New York 5, N. Y.

Froedtert Corporation—Report—Loewi & Co., 225 East Mason
Street, Milwaukee 2, Wis. Also available is an analysis of
Oswego Falls Corporation.

Theodore Gary & Company—Analysis—Gerstley, Sunstein &
Co., 121 South Broad Street, Philadelphia 7, Pa.

General Motors Corporation—Analysis—Van Alstyne, Noel &
Co.J.52 Wall Street, New York 5, N. Y. .

if -N. . "

Longhorn Portland Cement Company—Analysis—Russ & Com¬
pany, Alamo National Building, San Antonio 5, Tex. Also

. available is an analysis of Texas Industries, Inc. •

McQuay - Norris Manufacturing Co., — Analysis — Edward D. ■
• Jones & Co., 300 North Fourth Street, St. Louis 2, Mo. ; ;

Mercantile Stores Co.—Memorandum—Auchincloss, Parker & %
! Redpath, Land Title Building, Philadelphia 10, Pa. *

—
. ; • Continued on page 45
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Western Union-Wired
Foi Sonnd Progress

^ r By IRA U. COBLEIGH

Author of "Winning in Wall Street"

■ Flashing a rapid word picture of Western Union Telegraph
Company, the most important and distinguished transmitter

. of written records on this planet; and the integrator of our

. military business and social life by a fabulous chain of
yellow blanks.

Ira U. Cobleish

/

We've gone along for years tak¬
ing Western Union for granted—
as one of the facts of life—without

realizing, in the least, its vast and
continuous

impact on our

daily routine.
If somebody
has a baby, a

telegram tells
us; if a union
(not Western)
calls a strike,
or calls it off,
the official
order to mem¬

bers is usually
a telegram; if
y o u're away
from home
and short of

dough, you
wire for it. Western Union trans¬
ferred $% billion this way last
year. If you've got a birthday,
Western Union will sing you a
greeting; the radio bleep telling
you the right time each hour is a

WU product; and when Winchell
gives you the pitch coast to coast
on Sunday nights, his sensational
thumb is on a telegraph sender.
Yes, in sickness or in health, in
promotion or adversity, from here
to infirmity, Western Union de¬
livers the score.

Let's go back a bit. When, on
April 1, 1851, there was created
the New York and Mississippi
Valley Printing and Telegraph
Company, although the date was

April First, the company wasn't
fooling! It consolidated 13 of the
little companies then operating
between the seaboard and the
Great Lakes into one functional
company providing uniformity
and efficiency of service and
standardization of rates. Five
years later, it was renamed by
Ezra Cornell (who parlayed a tele¬
graph key into a university)
Western Union Telegraph Com¬
pany, under which moniker it has
become a national institution.

Earlier, it is true that Samuel
Morse had invented the telegraph
and made a pitch to Congress for
government acceptance and fi¬
nancing of lines. But while Con¬
gress took note of his invention,
they thought it a slight and pass¬

ing fad and denied financial sup¬
port. Thus from the outset the
telegraph industry has been pri¬
vate enterprise—all the way—and
has far outpaced all those govern¬
ment subsidized telegraph systems
operating abroad. Today a third
of the world's telegraph mileage
is in the U. S. We are wired for
sound and for send!

Telegrams by the thousands
were transmitted in Morse Code,
an animated Tom Tom ticking out
the orders of business, and the
news, and greetings of society.
Then came the Civil War and the

- Western Union role in it has

probably never been adequately
appreciated. For in 1861, eight
years before the first transconti-

. nental railway, there was hooked
up a coast-to-coast telegraph line
which, from the day of its com¬

pletion, grounded the famous
Pony Express which had hitherto
carried WU messages from St.
Joseph, Missouri, to Sacramento,
California, a distance of 1,400
miles. WU wires brought in 1861
to the White House in Washington
(1) affirmation of Union loyalty
from Kansas and California, and
(2) allocations of gold and silver
from the west to finance the war

between the States. Indeed, WU

played a vital, if not an indis¬
pensable part, in the welding of
the Union, and today dozens and
dozens of towns and cities in the
Middle and Far West owe their

founding and growth not to rail¬
way progress but because a vast

conga line of telegraph poles had
strung a route and marked way-
stations on the road to the golden
west.

And so, starting from the merg¬
ing of 13 little lines in 1851, there
has grown up in our midst the
vast corporate creature we know

today—Western Union Telegraph
Company, a merger through the
years of 540 separate companies
into one highly functioning unit,
dedicated to an efficient, inte¬
grated service, providing rapid
dispatch and low cost message
service to the people of America
—and culminating in 1943 in the
merger of Postal Telegraph with
Western Union.
At first it would seem that that

merger set the stage for complete
consolidation of Western Union's
public service functions but such
opinion would be in error. For
Western Union still has a for¬
midable competitor in the private
lines and teletype of American
Telephone and Telegraph, which
do a $67 million a year business;
and has yet to work out the over¬

seas cable confusion whereby
there are still 13 separate inter¬
national communication systems.
About the first, namely AT&T,

WU had in 1943 a proposal for
taking over its (AT&T) TWX and
leased wire facilities but the war

and greatly expanded labor costs
in 1945 so lowered the WU treas¬

ury that funds to finance merger
evaporated. Now, however, a
joining of WU and the private
wire systems of AT&T has been
discussed anew. A Senate Sub¬
committee has stated that this

merger is "the only course ac¬

ceptable in the public interest."
Logic suggests that such a merger
will, in due course, emerge! But
nobody knows the price tag on
the AT&T package.
Another thing we ought to talk

about here is the demise of the
dot and the dash. In 1910, 90%
of WU business was coded by
Morse; while today 95% of all
telegrams are by printing and
facsimile methods, where the
words are printed in their native
form. By now the Morse Code has
been virtually relegated to the
Boy Scouts!

Fabulous new techniques have
been developed such as (1) Fac¬
simile Telegraphy for sending and
receiving messages in picture
form, (2) the Teleprinter which
types a message out on a type¬
writer hundreds or thousands of
miles away, (3) carrier systems
which can send 288 messages
simultaneously on a single pair of
wires, (4) High Speed Fax, which
can transmit 3,000 words a min¬
ute—a whole 90 page magazine
text in an hour, (5) Intrafax, for
facsimile messages deployed with¬
in private business organizations,
and finally (6) Beam telegraphy,
which sends like TV, does away
with the traditional telegraph
pole, and can handle 2,000 simul¬
taneous messages.

It would be a mistake not to
stress those fields in which WU
has most significantly progressed,
for the big growth element in
WU is not in its day and night
messages (of which there were

over 200 million sent in 1952) but

in private and facsimile wire
services which it rents out in in¬

creasing volume and at an ex¬

panding rate of profitability. For
example, WU private wire systems
are today rented by General Elec¬
tric Co., U. S. Steel, United Air
Lines, Sears Roebuck, The Bank
Wire, and Civil Aeronautics Au¬
thority; plus two systems oper¬
ated by the United States Air
Force and many others.
Desk Fax, WU's miniature fac¬

simile telegraph, a press button
and instantaneous sender and re¬

ceiver of telegrams in picture
form, is now found in the offices
of more than 10,000 firms, and
this number is growing with each
passing day, and each flashing
visual message.

700 stations give the official
weather, and WU correct time is

continuously beamed to 64,000
electrically regulated clocks from
coast to coast. Add to these elec¬

tronic-type services the faithful
courier rounds of 10,000 odd mes¬

sengers in the delivery of mes¬

sages, flowers, gifts, money, bro¬
chures and circulars, and you get
some idea of the versatility of WU.
3,500 quotation tickers serving 22
exchanges, clack the changing
quotes in our fabulous markets to
cities all over the land.

Altogether, 1,250,000 miles of
wire, 2 million miles of carrier

equipped circuits, 30,000 offices
and agencies and 43,000 employees
spell Western Union.
On the financial side, WU earn¬

ings have been definitely spotty
in the past decade, due partly to
a murderous rise in labor costs in

1945, and a long strike in 1952.
Now under the stability of a two
year labor contract and benefit¬

ing from the heavy postwar mech¬
anization of its operations, WU
holds its head high and looks for¬
ward to a new horizon of progress
—and profit.

1953 gross should top $210 mil¬
lion, and earnings of as much as

$7 a share have been projected on
the 1,230,000 common shares listed
on NYSE. That would be nice

coverage for the current $3 divi¬
dend, and might even suggest that
WU, at six times indicated earn¬

ings, has not been overly inflated
market-wise.
The message about Western

Union today appears more heart¬
ening than at any time in years.
WU is wired for sound progress,
and getting sounder all the time.

Midwest Exchange
Open Election Day

CHICAGO, 111. —The Midwest
Stock Exchange announces that
the Exchange will remain open
for business on Tuesday, Nov. 3,
1953, while the New York mar¬

kets wilj be closed due to local
elections.
Orders will be executed in both

the local and dually listed issues,
but the customary practice of
executing odd-lot orders in the

dually traded stocks on the New
York sale price will be suspended
for the day. Odd-lot orders in
those stocks will be executed on

the basis of round-lot sales in the
Midwest market.

With Professional Service
(Special to The Financial Chronicle)

LOS ANGELES, Calif.—Otto C.
Zink has become connected with
Professional Service Plan, 1122
Crenshaw Boulevard. He was

previously with Cantor, Fitz¬
gerald & Co., Inc.

Joins Davies Staff
(Special to The Financial Chronicle)

SAN MATEO, Calif.—Feodor O.
Schmidt has joined the staff of
Davies & Co., 100 Benjamin
Franklin Court.

Joins Revel Miller
(Special to The Financial Chronicle)

Lehman Brothers
Financial Consultants
For Conn. Expressway
Governor John Lodge of Con¬

necticut, in his capacity as Chair¬
man of the Connecticut Express¬
way Bond Committee, has an¬
nounced the appointment of the
banking house of Lehman Broth¬
ers of New York to assist in the
financing program of the Con¬
necticut Expressway. This modern
highway will connect with the
New York State Thruway at
Greenwich and cross the State of
Connecticut to the Rhode Island
line at Killingly, a distance of 125
miles.
The road is estimated to cost in

excess of $200,000,000 and tolls
will be charged to make it com¬

pletely self - supporting although
State gasoline taxes are pledged
as an additional margin of safety
to the bonds. This pledge will
enable the State to obtain the
highest possible credit rating and
the lowest possible interest cost
on its bonds. Present plans call
for a bond sale of some $50 to $60
million early next year.
The relocation of U. S. Route

One, in sections which will be¬
come a part of the new express¬

way, is already in progress and
rapid strides are being made for
the planning and construction of
several sections in the near fu¬
ture, Highway Commissioner G.
Albert Hill said. Mr. Hill believes
it will be "the finest and safest
road" of its type to be built.
Lehman Brothers had an im¬

portant part in financing the
$285,000,000 New Jersey Garden
State Parkway and the $500,000,-
000 New York State Thruway and
many other projects of this type.

LOS ANGELES, Calif.-John With Renvx p- 1JW. Arnold has joined the staff of WlUI ivenyx, rieiu
Revel Miller & Co., 650 South 'FRAMINGHAM, Mass.—Fred A.
Spring Street, members of the Los Campbell is with Renyx, Field &
Angeles Stock Exchange. Company.

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

$25,000,000

United Gas Corporation
3/4% Sinking Fund Debentures due 1973

Dated October 1, 1953 Due October 1, 1973

Price 100.70% a?id accrued interest

The Prospectus may be obtained in any State in which this announcement is circulated from only such
of the undersigned and other dealers as may lawfully offer these securities in such State.

HALSEY, STUART & CO. INC.

BEAR, STEARNS & CO. MERRILL LYNCH, PIERCE, FENNER & BEANE

L. F. ROTHSCHILD & CO. SALOMON BROS. & HUTZLER

SCHOELLKOPF, HUTTON & POMEROY, INC.

AMERICAN SECURITIES CORPORATION

DICK & MERLE-SMITH HALLGARTEN & CO.

AUCHINCLOSS, PARKER & REDPATH FRANCIS I. duPONT & CO. HIRSCH & CO.

WM. E. POLLOCK & CO., INC. GREGORY & SON THE ILLINOIS COMPANY
INCORPORATED

THE MILWAUKEE COMPANY STERN BROTHERS & CO.

A. G. BECKER & CO.
INCORPORATED

STROUD & COMPANY
INCORPORATED

SWISS AMERICAN CORPORATION VAN ALSTYNE, NOEL & CO. J. C. BRADFORD & CO.
> ' ■

KEAN, TAYLOR & CO. BURNHAM AND COMPANY FREEMAN & COMPANY

MULLANEY, WELLS & COMPANY

October 28, 1953. 1 „ .
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U. S. and the World Economy
By ROY L. REIERSON*

Vice-President, Bankers Trust Company, New York

Calling attention to pace of foreign recovery. Dr. Reierson lists
as basic problems ahead: (1) competition for world markets;
(2) the future of foreign aid, and (3) the pull of East-West
trade. Sees almost every phase of economic policy linked to
the international political predicament in which the world is
enmeshed, and holds this has vital bearing upon U. S. responsi¬
bilities. Concludes international flow of capital must be
greatly increased if economic and political position of free

world is to be strengthened.

Roy L. Reierson

industries meet

When American businessmen
and economists take their readings
of the economic barometer, they
usually give only scant attention
to conditions
and prospects
outside the
United States.
The reasons

for our pre-

occup at ion
with domestic
affairs are

fairly obvious.
For most in¬

dustries, by far
the most im¬

portant mar¬

kets are here

at home. Fur¬

thermore, al¬
though some

companies and
with competition from abroad,
foreign competition on a broad
scale has not been a factor in our

markets during the past 15 years.
And since our monetary reserves
are so abundant, we are able to
adopt a rather detached attitude
with regard to our balance of pay¬
ments position. This is in striking
contrast to foreign countries,
where the balance of payments
»must usually be watched with
care, and where export,markets
are of vital importance.

Assuredly, thanks to the great
wealth of our natural resources,
the magnitude of our industrial
capacity, and the breadth of our
domestic markets, the United
States economy is far less sensi¬
tive to fluctuations in interna¬

tional trade and finance than the
economies of most other coun¬

tries. Nevertheless, the tradi¬
tional concentration of our think¬

ing upon domestic affairs is not
wholly realistic, particularly since
the current world struggle be¬
tween two basically different and
irreconcilable philosophies may

shape our political and economic
fortunes for many years to come.
The experiences of the past two
decades have demonstrated that
conditions, trends and problems
of the major countries abroad, es¬
pecially in Western Europe, are
of profound importance to the

*An address by Dr. Reierson before
tlie National Commercial Finance Con¬
ference, New York City, Oct. 27, 1953.

United States, especially since
our leading role in world .affairs
has brought us enhanced respon¬
sibilities which greatly affect the
state of our own economy.

The Pace of Foreign Recovery

Recent developments abroad
have been moderately encourag¬

ing. The Western European econ¬
omy as a whole has made im¬
portant progress, and the general
level of business activity appears

satisfactory. As in the United
States, industrial production has
been supported by expanding de¬
fense programs and the continu¬
ing high output of heavy industry.
There is no troublesome unem¬

ployment except in Italy, where
it is chronic, and in France, where
economic progress has lagged. In
Western Germany, on the other
hand, the advance has been par¬
ticularly impressive, and produc¬
tion continues to surge upward. -

Reflecting this improvement in
production, inflation in Europe
has been brought to a halt, and
the Western European price level
in the aggregate has remained
generally unchanged for some
time. Credit policy has been re¬

vived, and every country in West¬
ern Europe has developed meas¬
ures designed to restrict credit if
inflationary pressures should re¬
appear. At present, however, de¬
mands for bank credit are modest,
and money markets in most coun¬
tries are fairly liquid.
With production well sustained

and inflation under control, most
countries have been able to add

significantly to their monetary re¬
serves. Total foreign holdings of
gold and dollar liquid assets have
increased substantially, especially
since the middle of 1952, and are
now estimated at $21-$22 billion,
or about equal to the monetary
gold stock of the United States.
This growth in foreign monetary
reserves has been assisted by high
United States imports, reflecting
our boom production rates. Fur¬
thermore, our commercial exports
have declined as the greater
abundance of world supplies, es¬

pecially of agricultural products,
has enabled world buyers to meet
their needs elsewhere than in the
United States.
In appraising these achieve-

This advertisement is neither an offer to sell nor a solicitation of an offer
to buy any of these shares. The offer is made only by the Prospectus.

NEW ISSUE '

Nevada Natural Gas Pipe Line Co.
25,000 Shares $1.50 Dividend Series

Cumulative Preferred Stock

(Par Value $21 per share)

75,000 Shares
Common Stock

(Par Value $1 per share)

25,000 Preferred Shares and 25,000 Common Shares offered
in units of 1 share Preferred and 1 share Common

Price $28.00 per unit

25,000 Common Shares offered separately
Price $7.00 per share

Copies of the Prospectus may be obtained from the undersigned

First California Company
Incorporated

October 26, 1953

ments, however, it is important to
observe that they were attained
with the help of an extraordinary
combination of circumstances.

They represent the results of eight
postwar years of economic relief,
reconstruction and other foreign
aid programs of the United States
adding up to the huge total of
$40 billion, coupled with a busi¬
ness boom in this country which
for length and strength has no
precedent in our times. Even so,-
recovery abroad has been uneven,
and many essential goals have yet
to be attained. Government budg¬
ets, for instance, remain unbal¬
anced; currency convertibility and
some exchange rates still pose
major problems; import quotas
and other quantitative restrictions
upon the flow of goods are still *
all too common; and the interna¬
tional flow of capital has yet to
be satisfactorily restored. • The
very real prospect is that, unless
some fundamental problems are

solved, the recent economic im¬
provement may prove to be only
a breathing spell in- what is still
an exceedingly vulnerable situa¬
tion. >

Basic Problems Ahead

This limited degree of economic
progress is disconoerting, sincd
the international economy may be
facing an environment less con¬
ducive to rapid recovery than that
which has prevailed in recent
years. Wtih the growth of world
production, world markets are be¬
coming increasingly competitive,
the business boom in the United
States seems to have passed its
peak, and it is generally agreed
that our foreign aid programs
cannot be continued indefinitely
without seriously jeopardizing the
economic self-discipline of the
beneficiaries. Thus the crucial
question is whether the world
economy has gained' sufficient
strength and self-reliance to meet
the many problems ahead in the
foreseeable future.

Competition for World Markets
—Indications around the world
are that practically every line of
business will become more com¬

petitive. Many Europeans point to
the rapid postwar expansion of
productive capacity throughout
the world, and especially the
growing economic potential of
Germany and Japan. In particu¬
lar, there is virtually unanimous
agreement that the outlook for
heavy industry (e. g. transporta¬
tion equipment, electrical equip¬
ment and industrial plant) !is
more uncertain than at any time
during the postwar period, and
that keener competition lies
ahead. As a result,, there is' a
growing international awareness
of relative production costs, and
producers in some countries are
already pointing with some ap¬
prehension to the lower wage
scales of their neighbors.

These indications of an increas¬

ingly competitive environment in
foreign trade raise some disturb¬
ing questions regarding the pros¬
pects for exchange stability and
more liberal trade policies in the
world. It is evident that a decline
in Western European business ac¬

tivity would greatly aggravate the
current fiscal and monetary prob¬
lems of all countries concerned;
some countries may be tempted to
revert to more restrictive trade
and exchange practices in order
to offset foreign competition.
The American Market — An¬

other troublesome feature in the
current situation is the critical
dependence, of foreign countries
upon sustained high economic ac-

' tivity in the United States. The
Western European economies ap¬

pear precariously balanced; even
a miijor decline in business may
inhibit further progress -toward
international stability. There is
a general conviction abroad that
even a modest economic down¬
turn in the United States, say of
the proportions of the 1949 ad¬
justment, would have the most
serious repercussions throughout
Western Europe.
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tions as of individuals. The prin¬
ciple of "trade not aid" seems t,o
be generally accepted abroad, but
it is coupled with a plea for in¬
creased foreign lending on the
part of the United States as well
as for a liberalization of Ameri¬
can commercial policy. On bal¬
ance, however, these latter ob¬
jectives will probably not be
achieved to the extent needed to
offset the effects of the prospec¬

tive decline in our foreign aid.
Thus a decrease in our foreign aid
programs, particularly if accom¬
panied by some easing of business
activity in the United Stases,
would further complicate the task
of the European countries in
building uo their monetary re¬
serves and progressing toward
currency stability, convertibility
and liberalization of trade.

The Pull of East-West Trade—
These prospects appear sufficient¬
ly unfavorable to warrant real
concern even in the absence of
the East-West solit that pervades
the world. Today, the difficulties
are compounded by the low level
of trade between Eastern and
Western Europe. Several ob¬
servers abroad emphasize that the
economic problems of Western
Europe cannot be solved without
a resumption of trade with the
countries behind the Iron Curtain.
They point out that the present
inability of Western Europe to
obtain food and raw materials
from the East seriously adds to
the drain on Europe's dollars,
since these commodities now must
be purchased from the dollar
area. Furthermore, they stress
that the markets in the East must
be tapped if the industrial capa¬
city of Western Europe is to be
kept fully employed.
Clearly, there is considerable

economic pressure for the reopen¬
ing of trade between the East and
West. Thus the ground is fertile
for proposals by. the Russians de¬
signed to relax trade barriers.
Also, these factors, together with
the widespread budget difficul¬
ties, help to exolain the general
lack of enthusiasm in Western

Europe for a really forceful re¬
armament effort.

'

While the economic problems of
Western Europe,, though serious,
are probably not beyond remedy
over time, the disturbing fact thus
is that almost every phase of eco¬
nomic policy aopears in some way
linked to the international politi¬
cal predicament in which the
world is enmeshed. This not only
greatly complicates Europe's eco¬
nomic recovery, but also has a
vital bearing upon the responsi¬
bilities of the United States.

The Role of the United States

The key role of the United
States in world trade and invest¬
ment activities makes it evident
that the policies and measures we
adopt will- have an important
bearing upon the course of the
international economy. After hav¬
ing contributed since the end of
World War II on a large scale
to the economic resources of
Western Europe, we are now
faced with the even more difficult
assignment of formulating con¬
structive and politically accept¬
able trade and investment policies
for the future.

Foreign Lending — Revival of
international lending is generally
regarded as a basic prerequisite to
the expansion of the world econ¬

omy. The potential market for
capital equipment throughout the
world is described as tremendous;
it" is pointed out that demands of
underdeveloped areas for such
goods would suffice to keep the
industries of the free world busy
for decades ahead, but that these
demands cannot materialize unless

long-term capital is made avail¬
able. ,

An important- obstacle to the
revival of foreign lending and
investing is the scarcity of avail-

Continued on page 36

Foreign trade assuredly is very
sensitive to fluctuations in the
American economy. Thus, between
the second half of 1948 and the
comparable period of 1949, when
our gross national dollar output
showed a decline of no more than
about 3%, the dollar value of our
imports dropped by about 10%
and imports from Europe fell off
by some 20%. The concern of
Western Europeans over our eco¬
nomic activity, therefore, has a
real basis in past experience.
A business downturn in the

United States in the period ahead
would doubtless be accompanied
by a reduction of our imports,
especially of raw materials for
business inventories; as a result,
fewer dollars would be earned by
the rest of the world from this
source. If the decline in our im¬
ports is modest and not too pro¬
tracted, the $21-22 billion of gold
and short-term dollar assets in the
hands of foreigners would provide
a cushion; the economies of West¬
ern Europe are probably in a bet¬
ter position to withstand some
easing of business activity in the
United States than they were four

years ago, when our business
downturn contributed to the wave

of currency devaluations in Sep¬
tember, 1949. However, even a
mild business downturn here
would greatly enhance competi¬
tive pressures in foreign trade;
furthermore, there is no assurance
that future cyclical fluctuations in
the American economy will be as

moderate and short-lived as was

the case in 1949.

Foreign Aid—Much of the re¬

cent improvement in the financial
position of Western Europe re¬
flects the large and continuing
programs of United States foreign
aid. In the immediate postwar

years, our foreign aid largely took
the form of direct relief through
shipments of foods, textiles and
other consumer goods. In the sec¬
ond stage of our foreign aid pro¬

grams (from about mid-1948 to
mid-1950), the assistance took the
form of assistance in European
reconstruction and rehabilitation.
In the third stage, after the out¬
break of the Korean War, eco¬

nomic aid was succeeded by tne

current program of military as¬
sistance. 1 -

Despite the checkered nature of
the programs, the amount of ex¬

penditures for foreign aid has
shown substantial stability
throughout the postwar period
and has averaged about $5 to $6
billion a year. Expenditures are

likely to remain around this level
for some time to come. In the
current fiscal year, for example,
outlays are likely to total about
$6.0 billion, compared with $5.8
billion in the fiscal year ended
June 30, 1953. Expenditures un¬
der the military aid program are

increasing, both in absolute and
relative terms, and will probably
account for about 80% of foreign
aid outlays in the current fiscal
year.

The determination of future pol¬

icy regarding foreign aid awaits
the results of studies now in prog¬
ress. It seems fairly obvious that
foreign countries will continue to
benefit from substantial amounts
of United States aid for some time
to come. As long as the cold war

persists, it will be necessary to
continue our military assistance
in order to build up the defenses
of the free world. However, it
is apparent that foreign aid can¬
not be extended indefinitely for
the purpose of supporting foreign
economies. Barring another in¬
ternational emergency, it seems

likely that foreign aid outlays are
at their peak and may decline
after a year or so.

Many Europeans agree to the
desirability of reducing American
economic aid. In part this may

reflect an awareness of the po¬

litical and fiscal realities in this
country, but beyond this it prob¬
ably is based on a recognition that
continued aid is as destructive of
morale and self-discipline of na-
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The Shape of Business Now
By COURTNEY C. BROWN*

Assistant to the Chairman, Standard Oil Company (N. J.)

Pointing out there is always uncertainty about the future of
business, economist of leading industrial concern discusses
measurements used to indicate economic fluctuations. Stresses
difficulties in interpretation of business indices, and upholds
exercise of caution in anticipation of downward business trend.
Finds reason for caution lies in: (1) high level of defense
expenditures; (2) length of prosperity boom, and (3) upward
trend of money rates, but concludes "there is no compelling
reason business necessarily should turn downward." Lists as

among vulnerable sectors of the economy, urban housing, auto¬
mobile production, and the construction industries.

There is always uncertainty
about the future oi ousiness. There
is always some concern regarding
the consequences of future busi-

n e s s change.
But it is not

often that

greater un-
-

certainty o r

more concern

. is felt than at

present. Many
are puzzled.
Vague xears

are occasion¬

ally expressed
regarding a

possible re¬
turn to the

dismal days of
C.C.Brown the Great De¬

pression. The
anticipated political consequences
of even mild business contraction

have made the political office¬
holders jumpy. The international
overtones of a severe decline in

business activity worry those
charged with achieving strong
military and political cohesion in
a world of tension.

One thing is clear. Profound
changes have occurred in the
structure • of American business
since the ravaging days of the
Great Depression. Past experience
is unlikely to be a reliable guide
to the future. Business analysts
today must be careful lest they
find themselves in the role of by¬
gone generals, prescribing for the
future on the basis of past wars.

• The question usually takes the
form "Are we going to have a

business recession?", or perhaps
the word "depression" is used. The
question thus stated is not ade¬
quate. We have already had quite
a number of recessions. Ask the

men in the textile or motion pic¬
ture businesses, or perhaps in the
agricultural implement business.
Each of them could provide con¬
siderable evidence of recession

during recent years from his per¬
sonal observations'.

Business Indices

- The question more precisely
stated is whether the level of

over-all business activity may
contract sufficiently to cause con¬
cern or actual distress. Progress
has been made in developing
means to measure this condition,
although some time lag is in¬
volved. There are four such mea¬

surements usually used, sometimes
along with, but more frequently in
combination-: employment data of
the Bureau of Labor Statistics, in¬
dustrial production indexes of the
Federal Reserve Board, retail
trade data of the Department of
Commerce, and the price series of
the Bureau of Labor Statistics.
The gross national product figures
are in a sense a reflection of these
data. - ♦

..Each of these four measure¬

ments — employment, industrial
production, retail trade, and prices
—has to be handled with a good
deal of care. For example, em¬

ployment has remained high all
year, and unemployment has
stayed close to record low levels.
But changes in the employment
figures tend to lag behind changes

♦Address by Dr. Brown before the
National Farm Credit Directors' Confer¬
ence, Houston, Texas, Oct. 27, 1953.

in the average number of indus¬
trial hours worked per week,
which incidentally have been de¬
clining most of this year. Unem¬
ployment figures can be cushioned
by many factors, including such
things as students returning to
their fall school programs, , or
women leaving the working force.
In other words, the fact that both
employment and unemployment
figures are still highly favorable
may not be an entirely reliable
indication of the over-all level of
current business activity.
Care has to be exercised also

in reading the significance of
changes in the industrial produc¬
tion, retail trade and price series.
The production of non-durable
goods has held firm or improved
in the past year, whereas the pro¬
duction of durable goods for both
capital and consumer needs has
tended more recently to decline.
Some of the numerous retail sales
series have done better during
the current year than others. Data
relating to total retail trade are

pretty slow in arriving. Prices
likewise behave differently at dif¬
ferent levels. Wholesale prices
have tended to drift downward for

nearly 2Vz years, since the middle
of 1951, whereas consumer prices
have remained near their ceilings
during most of this year. Indeed,
they have risen slightly to new
highs in the last 12 months.

Difficulties of Statistical

Interpretation

Although these and other diffi¬
culties lurk in the interpretation
of the four series typically used
to measure total business activity,
it is fair to say that so far in the
current year, the aggregate of
business adjustments has not been
sufficient to influence seriously
these measurements of total ac¬

tivity. That confirms the feeling
of people that so far at least we

have not had a serious over-all
set-back. But it has not removed
the uncertainty and the/concern.

Unfortunately, this Is a situation
that has led some to the con¬

clusion that all we really need to
do to prevent a significant ad¬
justment in the level of total
business is to stop talking pes¬
simism arid "preach" optimism.
Then everything will be all right.
Yet past attempts along these
lines have proved to be quite in¬
effectual, and indeed may have
been harmful. The mere fact that
so many people have had the
prospect of some business decline
firmly fixed in their minds may
itself prove to be something of a
safeguard. Businessmen, by the
very nature of their activity, at¬
tempt to anticipate events to
come, and some of the recession
expected for next year may now
be taking place simply because
actions are being taken now to
fortify business firms in their fi¬
nancial strength, their manufac¬
turing efficiencies, and their sales
departments. We know only little
about the causes of business

cycles, but those who have studied
them the closest are inclined to

feel that contraction is basically
the resultf of previous excesses.

Next year, in retrospect, we may

look back and be grateful for the
exercise of caution in 1953.

•/, Reasons for Uncertainty
If current business is still pretty

good, why has the uncertainty and
the concern about the outlook
been so persisterit? Here again,
it is not possible to give a precise
answer. Perhaps in part it is be¬
cause the end of the Korean War
coincided with a more frugal ad¬
ministration of our defense pro¬
gram, leading people to believe
that a substantial decline is in
prospect for military outlays. Yet
that could hardly be the real
reason. Defense expenditures have
risen very little for the past year
or so, and the Secretary of De¬
fense himself is authority for a
decline of only $2 billion in such
expenditures next year.

Perhaps it is because the nation
has lived through one of the long¬
est periods of sustained prosperity
in its history and there is a feel¬

ing that all good things must come
to an end. Starting in 1941 with
the Arsenal of Democracy con¬
cept, and carrying through the
war, the post-war replenishment
of capital and supplies, and the
Korean and cold war military pro¬

grams, the country's business has

been drinking strong and heady
wine for some 12 years. There can

be no doubt that war-induced
and war-like activities have been

one of the boom-sustaining fea¬
tures of the long continuing pros¬

perity; and a termination of the

rate of expansion in such activi¬

ties is significant even though
they may be sustained at a high
level. It is interesting, however,
that when the rate of expansion
of military outlays began to de¬

cline, as long ago as the fourth-

quarter of 1951, the civilian sector

of the economy, even after years

of high level activity, more than

picked up what otherwise might
have been the slack. The boom

for the past year or so has been

more a private boom than a de¬

fense boom. It has been accom¬

panied by an extension of the

rapid increase of debt, especially
installment debt and urban mort¬
gage debt. As a result, we may
have gone far toward filling, at
least temporarily, the most press¬
ing needs of both consumers and
of business firms.

Firming of Money Markets

Perhaps a firming of the world's
rrioney markets in the past year
or so is another reason why people
insist upon retaining their sense
of uncertainty and of concern.
But here again, tighter money can
hardly be the whole answer, for
both in this country and abroad,
money rates have tended to ease

somewhat since last summer.

On all three counts—the level
of defense expenditures, the
length of the prosperity boom, and
the trend of money rates—there
is room for caution yet no com¬

pelling reason why business neces¬

sarily should turn strongly down¬
ward. The answers as to why
people are so worried seem to lie

elsewhere. Perhaps it is the

specter of past depressions. Per¬

haps it is a failure to comprehend,
or a lack of confidence in, the
structural supports that have been

built into the economy during the
past quarter century.

Individual Industry Adjustments
In recent years, we have had a

number of successive adjustments
in individual industries. While
each of these has been important
to those involved, none have been

sufficiently important to bring
down the level of total activity
which has remained high except
for the general inventory con¬

traction of 1949. There seems to

be gathering evidence at present,
however, that the peak of the
current year's business may have
occurred in the second quarter,
and that we have had a creeping
over-all contraction subsequently.
Moreover, as we look at each ma¬

jor industry, as well as at some

of the financial characteristics of

the present situation which cut

across all industries, it is difficult

to rule out the probability that
still further adjustments may lie
ahead. The shape of business as
we look ahead from the vantage
point of October, 1953, appears to
be somewhat like the cross sec¬
tion of a shallow saucer, but it
could be a rather large saucer.
The basic question in judging this
probability is whether the indi¬
vidual industry adjustments that
are yet to come, by coinciding,
will involve a sufficiently large
segment of the nation's total busi¬
ness to affect seriously the four
measures of total activity—em¬
ployment, production, retail trade,
and prices. A second question is
contingently related to the first.
If a business recession thus meas¬

ured does occur, how far will the
decline go, and how long will it
last? An examination of several

important fields of activity may
provide a tentative answer to the-
first question. A look at a number
of the structural supports already
in place in the economy may
throw light on the second.
There are four major sectors of

the economy that may now be

particularly vulnerable, and to
the extent their adjustments may

coincide, instead of merely add¬
ing to each other, it is entirely
possible that they could aggravate
each other. Two of these sectors

—urban housing and automobiles

—are influenced most by consum¬

ers' decisions; two others— ex¬

penditures for plant and equip¬
ment and expenditures for in¬

ventories—are related to business

decisions.

Since the war, new housing in
the United States has been built

at unprecedented rates. Indeed,
in the eight post-war years

through 1953, the number of new

housing starts will have been

three times as great as in the-

eight ye&rs preceding the war. At
the same time, a great deal oi

work has been done to improve
and enlarge existing structures.

Family formation has likewise

been very rapid in the postwar

period, but the occupancy ratio

Continued on page 30

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

$30,000,000

Public Service Electric and Gas Company
First and Refunding Mortgage Bonds,

3V4% Series due 1983

Dated October 1, 1933 Due October 1, 1983

Interest payable April 1 and October 1 in New York City or in Newark, N. J.

Price 101.34% and Accrued Interest

Copies of the Prospectus may be obtained from only such of the undersigned
as may legally offer these Bonds in compliance with the

securities laws of the respective States.

MORGAN STANLEY & CO.

GLORE, FORGAN & CO. KIDDER, PEABODY CO.

STONE & WEBSTER SECURITIES CORPORATION

DREXEL & CO.

SMITH, BARNEY & CO.

W. E. HUTTON & CO.

LEE IIIGGINSON CORPORATION

October 28, 1953.

WOOD, STRUTIIERS & CO.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



12 (1628)
The Commercial and Financial Chronicle ... Thursday, October 29, 1953

The 1953 Stock Market
And the Fntnre Trend
By JUSTIN F. BARBOUR*

President, Barbour's Investment Services, Inc.

Mr. Barbour discusses the pattern of the 1953 stock market,
and ascribes its change of direction to reduced demand for
stocks, accompanied by an end of the inflationary boom. Lists
prevailing deflationary forces and holds a bear market is
likely to continue uiuil a lower level of business has been
reached. Says "many months will pass before another worth¬

while bull market gets under way/'

Every few years, a change oc¬
curs in the major direction of the
stock market. Probably the two
best remembered major changes
are the 1929 decline, and the 60-
day July-Sept., 1932 near perpen¬
dicular 80% rise of the Dow-Jones
Industrial Average. To a lesser
degree, we recall the major de¬
clines that stemmed (1) from
March, 1937, following a 4-year
and 8-month rise; (2) from Sept.,
1939, following a brief, abortive
bull pattern which now appears
to have been caused by pre-World
War II tensions; and (3) from
May, 1946, following a 4-year
and 1-month bull market. We also

recall the major advances that be¬
gan (1) in the second quarter of
1942, following a 31-month de¬
cline; and (2) in mid-June, 1949,
following three years of sidewise
movement. This year, after 3 years
and 6V2 months of major advance,
another change of major signifi¬
cance has occurred. Whereas the
market was at its 9-month high in
the third quarter of 1950, 1951,
and 1952, it was at its 9-month
low in early September of this
year.
I want to establish first the

market's major direction, and then
to discuss the significance of, and
possible reasons for, its 1953 ac¬
tion. I think the practical interest
at present is in the probable ma¬

jor direction of the market for
about a year or more, rather than
in a number of interesting, but
noncontrolling factors. The hold¬
ers of textile shares have seen

their prices approximately cut in
two, on average, since early 1951.
Because "soft spots" appeared in
the textile industry, a decline
started from what must now be
considered excessive bull market

prices. While it is generally rec¬
ognized now that there has been

over-expansion in the industry,
sufficient adjustments have not as
yet been made to correct the prob¬
lems. This is not to imply that
the adjustments in other indus¬
tries need be, nor will be, as se¬
vere. However, it is a recent ex¬
ample of what can develop out of
a "soft spot."
i There are times when investors
and speculators prefer to liqui¬
date, rather than buy, common
stocks even though they appear
to be very attractively priced by
many standards.- While the Fed¬
eral Reserve Board Index of In¬
dustrial Production rose from 105
as of August, 1939 to 140 for De¬
cember, 1940, and to 176 for De¬
cember, 1941, the Dow-Jones In¬
dustrial Average declined from
155.92 in August, 1939 to 106.34 in
December, 1940, and to 92.92 four
months later. The stocks compris¬
ing the Average reported net
earnings of $9.11 for 1939; $10.92
for 1940; and $11.64 for 1941; and
dividends increased from $6.11 in
1939; to $7.06 in 1940; and to $7.59
in 1941. The yield on the average
was 4.06% on Dec. 31, 1939; and
6.84% at the end of 1941. Yet,
even with these excellent earnings
and yields, stock prices declined
for .reasons that became obvious
with the kind of economy and tax
bill .that followed the attack on

Pearl Harbor.
•

St(oc^5 rise most of the time in
bull markets, and to successive

i *An address by Mr.- Barbour before
the Cbieagro- Chapter of the American Sta¬
tistical Society, Chicago, 111., Oct. 15,
1953. --

.

new highs. Once or twice in each
bull market year, there is a sub¬
stantial decline, either as an after¬
math of a period of intense specu¬

lative activity, or as a result of
a surprising piece of disturbing
news. The outbreak of the Korean

War on June 29, 1950 was such a

piece of news, and as you will
recall, was followed by a sharp
and substantial decline.

The important declines in bull
markets are usually but a few
weeks in duration, and hardly
ever retrace all of the preceding
primary advances. For example,
in the 1949-53 bull market, the
ueciine caustu by xvuica icui n-/z

weeks from top to bottom, and
culminated at the early January,
1950 low of the Industrial Aver¬

age. Three months later, both the
Industrial and Rail Averages were
at new highs for the bull market.
The next really important decline
occurred in the Rail Average.
From its June 29, 1950 low of
51.24, the Rail Average advanced
75.8% to 90.08 on Feb. 5, 1951.
Over the balance of the first half
of 1951, the Rail Average retraced
45.54% of that rise. However, by
August, 1951 / for the Industrial
Average, and March, 1952 for the
Rail Average, new bull market
highs had been recorded. To the
first of this year, each succeeding
important rise and subsequent de¬
cline of the Averages recorded
both higher highs and lows. This
was the market's pattern from
June 13, 1949 to Jan. 5, 1953.

The Stock Market Pattern

Changed this Year

Had that pattern continued,
there would have been general
agreement, that the major trend of
the market was still up. As has
always happened in the past, how¬
ever, the pattern changed. The
first variation from the years
of major advance occurred this

year, when the January-June de¬
cline of the Averages retraced all
of the October, 1952-January, 1953
rise of the Industrial Average;
and 84.36% of the September-De¬
cember, 1952 primary rise of the
Rail Average. Such declines have
occurred in the past in the initial
phase of a bull market, but they
have never occurred to this extent
in both Averages in the advanced
stages of a confirmed bull market,
with major advance continuing
thereafter.
The next deviation from the

1949-53 pattern was that average
volume of trading on this year's
declines exceeded average volume
of trading on the subsequent re¬
coveries. Bull market's run so

long as there is an increasing and
sustained demand for stocks in
excess of offerings. In June, 1949,
when the major trend changed
from bear to bull, volume aver¬

aged 807,636 shares daily. In De¬
cember, 1952, the last month of
rising prices, daily volume aver¬

aged 1,830,000 shares. Since then,
volume has been receding, except
for periods of sharp price declines.
Ordinarily in a bull market, av¬
erage daily volume recedes as a

drawn-out decline culminates, and
expands as the ensuing rise gets
under way. This volume charac¬
teristic of a bull market has been

reversed, for in the five-week de¬
cline preceding the first half 1953
low of the Industrial Average,
'.daily volume/averaged 1,300,880
shares. Its highest five-week daily

average on the subsequent rise
into mid-August, however, was

only 1,018,400 shares. This was
a "straw" indicating an insuffi¬
cient demand for stocks to carry

the Averages to new highs for the
bull market.

The Failure of the Market to Hold
A Six Months' Low

The completed declines of sec¬

ondary proportions that occurred
between the Summer of 1949 and
Oct. 22, 1952, were followed by
rises that continued, subject to
sell-offs of intermediate propor¬

tions, until the Averages were in
new high ground for the bull mar¬
ket. This summer, the market's
1949-52 pattern changed. Had the
rise that followed the January-
June decline continued until the

averages were above their 1952-53
highs, it would have meant that
major advance was still valid.
However, instead of the advance
from the June lows continuing
into new high ground for the
Averages, the Rail Average re¬
traced 64.63% of its six-month
decline, and the Industrial Aver¬
age 44.84% of its comparable de¬
cline, before the market turned
down in mid-August.

The bull market high of the
Rail Average was recorded Dec,
22, 1952 at 112.53, and its recovery
peak on July 8 at 107.95. The bull
market high of the Industrial Av¬
erage was recorded Jan. 5, 1953
at 293.79, and its recovery peak
on Aug. 13 at 276.74.- Eighteen
days after the Industrial Average
had recorded its recovery high,
both Averages closed at new lows
for the year. Still lower prices
were recorded Sept. 11 and 14.
The near prospect of a Korean

Truce and the end of hostilities
stimulated the March-June phase
of the January-June decline. In
the light of that news, the decline
was not great. The August-Sep¬
tember decline occurred under
entirely different circumstances.
There was no news to account for
it. The Rail Average declined
16.41 points in its 39-day August-
September decline, which was
26% more than its 12.95-point 5.6-
months' decline from Dec. 22, 1952
to June 9, 1953.

Why Has the Market Changed Its
1949-52 Pattern?

While there are a number of
possible reasons for the change in
the market's major trend, the one
obvious reason is that there has
not been a very great demand foi
stocks generally. If there had
been, the buying orders would
have absorbed all of the stock that

pressed the market before it de¬
clined under its June low.; Also,
there would have been more or¬

ders at rising prices, than stock
offered for sale, with the result
that any decline in the course of
the summer rise would have cul¬
minated above the June! lows of
the Averages. \ .

There have been no more re¬

strictions on either investors or

speculators buying stocks this
year than there were in 1952,1951,
1950, and the last half of 1949.
There has not been a dearth of
available funds. Savings are siz¬
able this year. Money continues
to pour into pension and profit
sharing funds, and into, invest¬
ment trusts. It has been widely
expressed that stocks are very at¬
tractively priced in relation to
both earnings and dividends, and
that net earnings will benefit next
year from lower tax rates. Yet,
the pressure of stock on the mar¬
ket has been greater than the av¬

erage demand. It is one thing for
a market to sell off sharply either
as the result of a great specula¬
tive, rise, or because- of a very
adverse development. It is an en¬

tirely different matter, for a mar¬
ket to plot a downward; pattern

) for eight or more months for little
apparent cause. - j
Anyone who is perplexed about

the market's decline should en¬

deavor to determine why invest-

; Continued on page 37

Pensions a Stabilizing Factoi il
We Have Increased Productivity

By MARCUS NADLER*

Professor of Finance, New York University

Dr. Nadler points out pensions and profit sharing, though
important facets of general trend toward equalization of
income distribution, would lead eventually to a lower standard
of living, unless there is a commensurate increase in produc¬

tivity of machinery and labor.

Marcus Nadler

Pensions and profit-s baring
stem from two different motives.
The first reflects the desire for
economic security, greatly accent¬

uated by the
depression of
the '30s. The

latter is an

effort to
create i n-

creased incen¬
tive among
business ex¬

ecutives and

employ ees
and to keep
highly quali¬
fied personnel
from seeking
larger re-
wards else¬
where. Both

devices represent an important
facet of the general trend toward
a slow but steady equalization of
the distribution of national in¬
come.

The economic consequences - of
pensions are bound to be far-
reaching. The adoption of pension
plans is spreading very rapidly
and in many instances is coordi¬
nated with the social security
program of the Federal Govern¬
ment. Since the span of life is
steadily increasing, the number of
pensioners is bound to increase
materially in the future. Also,
the birth rate is high, and the
rapid increase in the number of
pensioners and - c h i 1 d r e n will
create a situation in which a

growing number of people will be
consumers without being pro¬
ducers. If this trend is accom¬

panied by an increase in produc¬
tivity of machinery and labor, it
will be a powerful force in stab¬
ilizing the American economy
since it will provide the necessary
consumers to absorb the steadily
expanded output of American
fields and factories. If, on the
other hand, it is not accompanied
by an increase in productivity it
is bound to lead to a lower stand¬

ard of living, which is determined
primarily by the amount of com¬
modities and services available
for consumption.
Pension funds and other social

security measures adopted during
the past few years have materially
increased the economic security
of many families. This in turn
leads to a greater willingness to
spend current income and to

mortgage the future. Increased
security has undoubtedly contrib¬
uted to the growth of consumer
credit and to home-owning based
primarily on amortized mortgages.
These trends, also, if they do not
go too far, are developments in
the right direction. The wide¬
spread adoption of pensions has
also contributed substantially to
the growth of institutional savings,
which assures a steady flow of
capital to American business. This
too will make for greater stability
of the economy in the future. :

Since pensions represent a fixed
income, as the number of pen¬
sioners grows, the number of peo¬
ple interested in maintaining the
stability of the purchasing power
of the dollar will grow. At present
some of the most important eco¬
nomic groups in the country, in¬
cluding labor and the farmers, are
not averse to inflationary meas¬

ures since they are in a position to

■ *Summary of an address by Dr. Nadler
before the National Association of Bank
Auditors and" Comptrollers, 'New•„*York
CiW» October 19, 1953.: .

protect themselves against the de¬
cline in the purchasing power of
the currency. The pensioner is
not in such a favorable position
and hence he will be willing to
join the salaried individual, as
well as all others who live on a

fixed income, to fight inflationary
schemes that may be proposed.
This too will contribute to the

stability of the American econ¬

omy.

The social consequences of pen¬
sions are also likely to be far-
reaching. At 65, the general re¬
tirement age, many individuals
still consider themselves capable
of doing a good day's work. Un¬
less measures are taken to divert
the energies of the increasing
number of men and women over

65 social and political problems
will be created the full conse¬

quences of which cannot as yet be
fully realized. This will be par¬
ticularly true if the present trend
of pensioners to move to sections
of the country where the climate
is more desirable for people ad¬
vanced in years continues. The
question of retraining and of edu¬
cating pensioners in the effective
use of their leisure is a great
problem of society.
While pension plans lend them¬

selves to adoption by almost any
type of business or eleemosynary
institution, this does not apply to
profit-sharing. Profit-sharing can
best be applied in situations where
the work is so divided that the

efforts and achievements of the

individual or the department can
be readily measured. Where this
is not the case profit-sharing is
likely to be considered a general
bonus and in time it becomes part
and parcel of the remuneration of
the individual which he expects

!

regul!arly.J If the employer is not
in a position to distribute profits
then the reduced income may be
considered a reduction in pay and
perhaps cause considerable diffi¬
culty. Profit-sharing undoubtedly
stimulates incentive and creates
better emoloyer-employee rela¬
tions. Before such a plan is
adopted, however, careful con¬

sideration should be given to the
effect it may have on the financial
position of the employer and also
to the question of whether the
earnings of the company ' are
steady enough to warrant tho
plan. ' "

Paine, Webber Adds
(Special to The Financial Chronicle)

LOS ANGELES, Calif.—Roy E.
Sine has become connected with

Paine, Webber, Jackson & Curtis,
626 South Spring Street. He was

formerly with J. Henry Helser &
Co.

Joins Protected Investors
(Special to The Financial Chronicle)

SAN FRANCISCO, Calif.—Ross

Draper has joined the staff of Pro¬
tected Investors of America, Russ

Building.
'• * - ' ' •

. * * »

With J. R. Williston Bruce
(Special to The Financial Chronicle)

SACRAMENTO, Calif.—Louis P.
Volz has become associated with

J. R. Williston, Bruce & Co.,.Fi¬
nancial Building.. He was formerly
with Mitchum, Tally & Co.
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Arbitrage in the Bond Market
By MORTIMER J. GARTMAN*

Partner, Josephthal & Co., Members of the N. Y. S. E.

Mr. Gartman describes types of arbitrage in the bond market
and the effects of arbitrage on the price of corporate securities.
Lists as main categories of arbitrage: (1) arbitrage based on
price differences in geographical areas; (2) arbitrage in field

- of convertible bonds, and (3) arbitrage arising out of reor¬
ganization plans. Concludes effects of arbitrating on bonds is

only important when stock market price levels are high.

M. J. Gartman

I am going to attempt to demon¬
strate the effects of arbitrage on
the price of corporate bonds. The
meaning of the word "arbitrage"

is fairly
simple. In its
most e 1 e -

mental form it
is the pur¬
chase of a se¬

curity in one

geographical
area and the

sale simulta¬

neously of the
same security
in another

geographical
area at a

profit. ■

Another type
of arbitrage is

the sale of a security and the pur¬
chase of another security which is
exchangeable, or expected to be
exchangeable for the security
sold.

Categories of Bond Arbitrage
Corporate bond arbitrage can

be divided roughly into three
main categories; as to geograph¬
ical area, in the field of con¬

vertible bonds, and thirdly,
corporate bonds subject to reor¬

ganization plans.
The first operation as to

geographical area is largely
academic as applied to corporate
bonds. The home of the bond
market is New York City. White
many corporations out of the state
issue bonds, eventually the main
primary market is in New York.

Therefore, there has never been
any substantial arbitrage in that
type of situation. However, in the
past, there have been arbitrage
operations in bonds of foreign
corporations between that par¬
ticular locale and New York, al¬
though because of foreign ex¬

change difficulties and other prob¬
lems, foreign corporate bond
arbitrage is practically nil today.
The second broad category is

the convertible bond, and it is
probably the most interesting. A
convertible bond is a general ob¬
ligation of a corporation, usually
not secured by any mortgage. It
has a definite coupon and maturity
date. In addition, it is convertible
usually into the common stock of
the corporation at some set price.
These convertible bonds are sold
in two ways: either directly by
the corporation to the investor or

through underwriters, or via sub¬
scription privileges given to stock¬
holders.
In the latter instant where the

privilege is given to rightholders,
the. operation is roughly as fol¬
lows: a stockholder who obtains
the rights and wishes to subscribe
to the convertible bond naturally
has no effect on the arbitrage op¬
eration. However, the stock¬
holders who wish to dispose of
their rights can usually sell them
either in the unlisted market or
on one of the Stock Exchanges.
The purchasers of these rights are
either investors who wish to sub¬
scribe to the new bonds or

*An address by Mr. Gartman before
the Third Annual "Forum on Finance"
of the Joint Committee on Education
representing the American Securities
Business, sponsored by the Association
of Stock Exchange Firms, Investment
Bankers Association of America, National
Association of Securities Dealers, Ameri¬
can Stock Exchange and the New York
Stock £xchange, at the Graduate School
of Business Administration of New York
University, N.- Y. City, Sept. 2, 1953.

arbitrageurs who find buyers for
the new bonds, buy the rights
and dispose of the bonds. The
bonds are traded on a when, as
and if basis, which simply means
they are not physically in exist¬
ence until some time shortly after
the expiration of the rights.

Price Factors of Convertible
Bonds

There are various factors which
determine the price of a con¬

vertible bond. The most important
is the same as that inherent in a

non-convertible issue; namely, the
investment value based upon the
credit rating of a corporation,
coupon rate, maturity and existing
levels of the money market. The
second price determinant is the
conversion privilege. For example,
if a stock is selling at $105 per

share, and each $100 principal
amount of bonds is convertible
into one share of stock, and also
assuming that the investment
value of the bond is par, this
would represent an attractive con¬

version privilege, because if the
stock moved up five or six points
in the market, the option inherent
in the convertible bond would
start taking on real value. The
bond would then fluctuate mar-

ketwise in line with tne stock and
lose its basic bond features.
Another price determinant of a

convertible issue at the time of

issuance, is the amount of credit
available to finance the purchase of
these bonds. Up to last year bank
credit was readily obtainable. In¬
terest rates were low, and the
purchaser could borrow upwards
of 90% of the market value. Today
interest rates are higher and
banks are less anxious to make

loans as high as 90%.
Another form of credit available

to the rights purchaser who in ef¬
fect will be the bond purchaser,
is the special Federal Reserve
System rule which enables a right
owner, in subscribing to a listed
security, to put up only 25% of
the market price, and the remain¬
ing 75% can be borrowed from
the firm or bank carrying the
position.
An example of a right issue of

this type is the forthcoming Amer¬
ican Telephone issue. | Ed. note:
The author made this talk prior
to formal announcement of the

convertible issue to be offered to
stockholders of record Oct. 30.j
The issue will be the largest cor¬

porate bond issue in the history of
the United States— $625 million
worth of bonds, which will be of¬
fered to stockholders on the basis
Of $100 principal amount of bonds
for each seven shares of stock
held. We don't know the coupon
rate; we don't know the conver¬

sion yet. But based upon past
issues and present investment
yields it will probably be about a

3%% bond, convertible into stock
around $136 per share. The stock,
at this writing, sells at $154, so
you can see the conversion

privilege will be quite valuable.
In the past the Telephone Com¬

pany has sold six issues of this
type, ranging in coupon from
2%% to 3^%, and convertible
into stock from $136 to $146 per
share. The effect of arbitrage on
these bonds has been very sub¬
stantial ever since their inception.
As of only two years ago, there
were approximately 1.2 billion of
convertible telephones outstand¬
ing. Last year the figure had been

•>, : : • i . * r \ /•-. • I ' I W I'K.M

reduced to $800 million; and is at
the present time down to a quar¬
ter of a million. This enormous
reduction of $900 million in two
years means that largely that
amount of bonds has been con¬

verted into common stock. The
major portion of this conversion'
has been made by the arbitrageur
by purchasing bonds in the open
market, and at the time of rights
issues, bought rights, and sold
stock in the open market.

The reason for these bonds be¬
ing converted has been mainly
that the coupon rate has been
between 2%% and 3%%, while
Telephone stock pays $9 or a yield
of about 5y2%, so the bondholder
could increase his effective yield
by going through this conversion.
The effect .pricewise of this opera¬
tion, has been, of course, continu¬
ous selling pressure on Telephone
stock, which, through all the years,:
has always shown a higher com¬
parable yield than other Utility;
stocks. :
The announcement last month

of this additional $625 million is¬
sue caused further selling of the
stock, but the amazing thing is
that investors throughout the
country continue buying Tele¬
phone stock, and this acts as the
main support for the Telephone
Company convertible financing.

A Special Type of Convertible
Bond

The other type of convertible
bond issue is that sold directly by
the issuer via underwriters to the
public. This has little effect on

the market from an arbitrage
standpoint, because each under¬
writer knows his commitment in
advance, and disposes of the bonds
directly to dealers, and to cus¬
tomers. Therefore, there is no

appreciable pressure on the stock
of the company.
An example of this type of

financing last year was Dow
Chemical Bonds, which were sold
slightly above their true invest¬
ment value » with a conversion

privilege into stock at $150 per
share, while the stock only sold
at $118. Due to basic bullish fac¬
tors which I will explain later,
they were over-subscribed in
heavy amounts.
It might be interesting to com¬

pare why convertible bonds sell
at different prices, assuming com¬
parable coupon rates, investment
value and conversion privileges.
The last Telephone issue sold

on a straight conversion basis and
commanded no premium at all
above that basis, the main reason

being that the investment market
was pretty well saturated with
Telephone bonds over the past
ten years, and portfolios have to
be diversified. Just as many Tele¬
phone bonds have been bought by
investors as their portfolios can

justify. Therefore, the main price
determinant was the price of the
stock rather than investment fea¬
tures of the bond.

At about the same time, Hous¬
ton Lighting put out a 3J/4% bond,
the investment quality being no
better than the Teleohone issue.
The bonds were worth about 103
on a .straight yield basis, 114 on a

conversion basis, yet they sold at
117. In other words, the market
gave a premium over and above
the investment and conversion
values. The reasons were tne dif¬
ferent territory, the industry, and
supply and demand.
As you know, the Telephone

Company operates largely
throughout the United States,
while Houston Lighting operates
in the Houston, Texas area, which
showed a much better growth fac¬
tor than the country at large. The
stock experienced a more favor¬
able earning trend, split-ups, divi¬
dend increases and presented more
dynamic growth features than
Telephone stock which had been

paying the same $9 dividend for
the past 30-odd years.
♦' The Dow Chemical issue was a

little different, , The reason that
the bonds commanded a premium

over investment valtie while* ^tlhe-
conversion price was far above
the market was that the company
had grown to about five times that
of ten years ago, and the extreme
optimism regarding the chemical
industry caused this bullish senti¬
ment to creep into the bond mar¬
ket. Investors were willing to
pay a premium.

A very important factor at the
time of the sale of a convertible
bond is the existing sentiment,
both investment and stock mar-

ketwise. In May of this year
just after the U. S. Government «

brought out a long-term 3Vi%
bond, those bonds broke par. In¬
terest rates were on the way up
and bank credit was tightening..
Early in the month there were $34
million worth of Southern Natural
Gas convertible bonds offered via
rights to the public at par. . They
started trading at 105 and
promptly went down to par, or
the subscription price.
At the same time $162 million

Phillips Petroleum convertible
bonds came along, also via rights,
underwritten by investment
bankers. These bonds started

trading at $105 and despite sta¬
bilization operations by the un¬
derwriters went down to par. After
the rights expired, these bonds
had a substantial recovery, but
you can see that if the timing of
an issue is unfavorable the value
of the right privilege can disap¬
pear during the course of the of¬
fering.

Partial Arbitrage
Another type of arbitrage is

known in the Street as a partial
arbitrage. The reason for a par¬
tial arbitrage is that, theoretically
at least, it gives protection to the

long oF the bull ^position, 'and at
the same time gives partial pro¬
tection in a bear market.

An illustration of this maybe
the Scott Paper bonds which are

convertible into approximately 18
shares of stock for each $1,000
bond. The bonds sell at $109
which is exact arbitrage parity
with conversion into stock, while
the investment value of the bond
is approximately $97. The opera¬
tion here would be buying bonds
and selling half the amount of
stock that you would be entitled
to if you converted, and keepihg
that position open. If you had a
bull market and the stock went

up substantially, you could sell
off the balance of the stock the
bond entitles you to receive and
realize a profit. ;• - - •

'i On the other hand,'if you had
a poor stock market, and the stock
dropped substantially in value, it
would also follow that the bonds
should reach their investment
value and lose their conversion
value. The bonds would theoret¬
ically go down to 12 points. How¬
ever, if the stock declined in a

greater percentage that that, the
short position could be covered at
a profit and therefore no loss
would be suffered. In other

words, there is a more effective
price floor on bonds than on the
stock due to their higher invest¬
ment rating.

Bonds Arbitrage Related to;
Reorganizations

The third category of corporate
bonds affected by an arbitrage
transaction are bonds related to

reorganization plans. The old
bond in existence at the time of

promulgation of the reorganiza-
'

Continued on page 38
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The Inadequacy of Call Price
Protection in Security Issues

By VICTOR B. GERARD*

Treasurer, Commonwealth Life Insurance Company
Chairman, Financial Section of American Life Convention

In stating the life companies are troubled over the inadequacy
of existing call price features of publicly issued securities,
Mr. Gerard finds considerable fear that the recent increased
income yields obtained will soon be lost by refunding calls,
as in early '40s. Attacks the FPC and the SEC for officially
discouraging or even preventing insurance companies from
lending to utilities through non-calliable bonds or bonds call¬

able only after an extended period.

Victor B. Gerard

now ask our borrowers to pay off sued a 30-year bond, non-callable
all the low-yielding bonds we for 25 years. Why should the FPC
bought during the middle forties and the SEC deny to the utilities
at 97 or even more. one of the standard methods of
I can already hear the borrow- increasing the attractiveness of

ers grumblng that such an ar- securities to a buyer?
rangement would be ridiculous— Must institutions be required to
that, among other factors, such lend their money for a long term
an indenture provision would not of years, but have their loan al-
properly protect the long-term ways in danger of being retired at
and non-liquid aspect of indus- the sole option of the borrower
try's brick-and-mortar capital re- with a penalty of less than one-
quirements. How true! But it does year's interest? Should not some
not seem to occur to some that consideration also be given to the
the life insurance business also investor's situation if managed
has long-range problems — con- money with interest rates ma-
tractual requirements to earn a nipulated to an artificially low
certain assumed rate of interest level, once so popular in high
on policy reserves—and these con- government circles, should again,
tractual needs, I venture to assert, like the proverbial phoenix, rise

■ ■
,

, „ ... , , have even a longer duration than out of its own ashes?
The past 12 months have been ravages of another tidal wave o capjtal projects of industry.

dramatic in the world of finance, refunding is as natural as eating An insurance poiicy may mature ^ Problem Has Other
The longest sustained period of and as proper as going to church. in a generation; but settlement Aspects
high production the nation ever Certain other large purchasers options can carry the contract Other aspects of the problem

enjoyed has 0f senior securities do not seem forward an additional generation, also merit attention. Those insur-
apparently to view this call price problem But then the borrower comes to ance companies which lend a
reached and quite so seriously as does the in- the core of the problem and re- great portion of their accumula-
passed its stitution of life insurance. Perhaps torts: Why should the lender be tions through the medium of di-
crest. The such substantial bond buyers have gjven better terms than he de- rect placements are able, or at
fires of the not yet;/suffered the agony of mands? Why should a borrower least have been able in the recent
Korean War having a portfolio refunded from jnciude a severe call price feature past, to protect themselves against
have cooled their grasp; perhaps their guar- [n an indenture when he can se- possible refundings at lower in-
down and in- anteed interest assumptions — cure bis money without it? Of terest rates by demanding appro-
ternational when any guarantees exist at all— course we cannot argue in favor priate indenture protection. They
tensions have are much lower than those as- 0f free competition at one point have evaluated the risk perhaps
eased — at sumed on life insurance policies. and deny its validity at another, only too well. Other insurance
least momen- At any rate their complacency has Nor is it our intention to do so companies, which may not have
tarily. Treas- contributed to the failure of is- N0T 0Ur imentl0n 10 00 s0- the £ame opportunities in the di-
ury finance suers and investment bankers to Objections of FPC and SEC rect placement field and which
has returned tailor securities to a more real- should government agencies individually have practically no
to orthodoxy, istic pattern. like the Federal Power Commis- voice in preparing the indenture
Federal Re- -phe seriousness of the problem sion and the Securities and Ex- provisions of publicly offered se-

serve policy, aided by substantial COuld be set forth in many ways, change Commission officially dis- curities, have virtually no other
increases in productive capacity Bet me merely point out that in courage, or even prevent, insur- choice than to meet the market on
and a return of abundant supplies year 1952 the life insurance ance companies from lending new issues.
of commodities, has arrested the business earned on its invest- money to utilities because a non- The distributed market for low-
scourge of inflation. Interest rates ments, after taxes, only 19 basis callable feature is inserted in coupon bonds provides no solution
liave been permitted to respond p0ints more than was estimated bond indentures — a non-callable to the problem posed for those
relatively unhampered to the nat- be needed to cover policy re- feature, mind you, effective for companies which are unwilling or
ural forces of supply and demand, quirements. How slender this a limited period and operative unable to invest a substantial por-
Borrowers have deluged \ insur- margin really is can be illustrated only if the purpose of the call is tion of their accumulations in di-
ance companies with requests for by stating that if a standard 30- to refund the securities at a lower rect placements. The yield on
loans, and the job of the invest- year bond, with aMthree point interest rate? A month ago the these deep discount securities has
ment officer has been largely one initial call price feature, is pur- Federal Power Commission turned been sufficiently lower than 011
of selecting those securities and chaged today at a 3.75% yield and down the plan of Mountain States issues to make the desira-
mortgages which best suit port- js refunded five years hence on Power to sell mortgage bonds bility of their acquisition highly
folio objectives. a 3.00% basis, the net effective with such a five-year non-re- questionable—even if they could
Fearing the worst and trying to yield for the 30 years (including deemable feaure. The Securities be bought in the necessary vol-

prepare for it is, of course, the f|ve years 0f high yield and 25 and Exchange Commission ume> which, as we all know, is
occupational disease of investment years of low yield) is 3.29%— granted Arkansas Louisiana Gas generally not the case due at
officers. For that reason there is or a decline of 46 basis points permission to sell its bonds to a least in part to the fact that the
genuine concern that the days of from what was originally antici- group of 1 institutional investors ?uPPly is curtailed by the unwill-
lush investment opportunities in pated> It follows that any wave with a 10-year bar against refund- ^ess of institutions generally tp
senior securities may be num- of refunding would rapidly ac- ing at lower rates, but only after Jgj"ttt® surplus accounts inbered. This seems especially to be celerate the reduction in the per- issuing a warning that, under less order to imProve current income,
a possibility if recent uncertain centage earned on investments rigorous conditions, provisions smaller bfe insurance com-
trends in business conditions and cause interest inadequacies making debt of senior equity se- Pany> therefore, is in effect forced
should carry forward into a reces- once again to plague us. This curities non-callable may lead the ^n^°. tbe new lssue market, with
sion. would mean that policyholders' Commission to reject sales of such inadequate^ call price protec-

Call Prices Inadequate dividends will again be reduced securities. Surely the action of tlon- should interest rates ease,
I The life insurance business is in the case of participating insur- the Federal Power Commission these securities will doubtless ba
'troubled over the inadequacy of ance, and premium rates on new and the warning of the Securities refunded and the over-all yield
■existng call price features of insurance will be raised. Action to and Exchange Commission con- on the portfolio of such a com-
publicly issued securities. This increase the cost of insurance stitute an impediment to free Pany will be commensurately re-

'

apprehension has been mounting would probably come more competition. duced. On the other hand, a com-
ever since market conditions have prompty now than in the period Perhaps they even reveal a lack pany which has been able to pro-
begun reflecting a living wage of low interest rates we have just of appreciation that the coin of'tect hself by appropriate and
for money and simple justice for experienced for two reasons: first, interest rates has two sides. Per- Pf°Per caU price features in its
the thrifty people of the nation. because we can hardly expect haps in trying to see that utilities djrect placements will retain
Considerable fear is prevalent medical science to effect another raise their capital economically, jhese higher yielding securities

that the satisfactory yields that dramatic rescue of policyholders the SEC is ignoring one of the <Jr.a lon?er period to the benefit
have been acquired during the by substantially improving mor- original purposes for which it was ? its Policyholders. ■ This possible
past year will be refunded out tality from present splendid established: namely, to protect in- future competitive advantage
of our portfolios "en masse" as levels; and second, because this vestors. The institution of life in- ^annot be snored by the smaller
they were in the early forties, same better mortality of the re- surance is not seeking protection e comPany>
While it is unpleasant to make cent past becomes a negative con- or asking favors, but it does not The investment banker can
new investments at reduced yields, sideration for the future on older seem inappropriate to point out hardly be expected to provide
it is hardly short of intolerable to policies—and an unanticipated ex- that call features benefit only the merchandise that this market does
have this problem compounded pense to the companies—as a re- issuer and are detrimental to the ncd clearly demand. Besides, a
by mass refundings of a substan- suit of the favorable terms of the interests of the investor. Would low cal1 Prlce feature may very
tial part of our entire portfolios, settlement options. these eovernment agencies have we^ redound to his benefit. In
We do not relish a repetition of ■_ objected to anTdentfreTrovSon « Pf^ when there 'are fewer
our previous bitter experience. The Pr®s®nt„Fau: Standard that ^ lender th f. M t capital flotations and when m-
Perhaps our fears are not quite . . 1C,a" Prem,um force the issuing corporation to erest rates would presumably be

so well grounded now as they initial three-point call pre- retire its obligation at any time .

were in the early forties. The "m™ over issue price is fairly at a very moderate discount? I l i-Jj ,,nrW
yields then on the books were standard today. If this is consid- believe they most certainly would
adequate and the decline in inter- cred adequate, why would it not have. Yet, isn't this the Same ^[1 rn it r imNv
est rates made almost the entire be e<Jually fajr to hflve an addi- problem viewed from the opposite ODDOsed to ours Yet it is oerhan-

rve°i;°,jfnerabtle'- TOday fWef time permitting"the6 purchaser6to fWe? Shoful.dn,t,fhesc agencies in aPP true that ^ o£ his fail!have at least a certain amount of [(ure permitting^ tne purcnaser to fa]rness take the position that t nmvidp ademiatelv against
"built-in" call price protection, as put tbe bonds to the lssumg what is sauce for the goose should n h - u stimulated the inter-
a result of the low-coupon, low- ^??ra; nAari initj1ial three aiso be sauce for the gander? . est of life companies in direct
yielding bonds purchased in the poiunt discount—to force the issuer Federal governments, states, placements and may possibly haveD°riod beginning a dpparlp acfn to buy back its securities at a mod— • ^ . . . -J.,.- ' wp oeginmng a

^aeraae^ago. egt penalty to the lender? Had provinces and municipalities more aroused the curiosity of other
such a provision been inserted in
the low-coupon bonds purchased

However, the desire to protect guch^a orovision bepn'Vn^rtp^'in often than not issue non-callable long-term investors in this me-our current acquisitions from the
fhp ]n„7_n hnnd- nurcha-cd bonds- °ne factor in the low yield dium. It is difficult to say what

—^narks by Mr. Gerard before Amer- K ^ \ * PUrCnaSeQ Qn guch securities ig their nQn_ ig cauge and what ig effect But
ican Life Convention, Chicago, Illinois, ^ . insurance business redeemable feature. The United it can hardly be denied that these

o io«

during the past decade, we could States Government recently is- developments have contributed in
October 9, 1953.

reducing the relative importance
of the investment banker in the
world of finance.

Decline of the Investment Banker

Yet it would be wrong to speak
harshly about our friends in the
investment banking fraternity.
The investment banked is hardly
any longer the controlling agent
in great areas of the capital mar¬
ket. Competitive bidding has re¬
duced the fine influence he had
on indenture provisions in yes¬

teryear. It is only natural, also,
for him to have less interest in
protecting the professional bond
buyers for institutions than he

formerly had in guarding the large
group of individuals who relied

implicitly on his knowledge and
his fair-dealing. Nor, for that
matter, is the investment banker
ahy longer receiving compensa¬
tion for his services, particularly
in competitive bidding, that would
justify his assuming more than a
casual interest in the securities he
distributes.

Perhaps the time has come for
us all to reappraise the whole
subject of call price protection—
and by all I mean not only the
investment officers of life insur¬
ance companies and the bond
buyers for other types of institu¬
tions, but the investment bankers
and the interested government
agencies. The substantial bond
buyer is hardly visionary enough
to seek a return to the halcyon
days of completely non-callable
bonds; nor the 1921 situation when
Goodyear issued an 8% bond with
a 20-point call premium. At the
same time: if we invest our mon¬

ey on a long-term basis so far
as we are concerned, we believe
it only fair that it also be in¬
vested on a reasonably long-term
basis so far as the borrower is
concerned. Adeauate provision
should, of course, be made for the
retirement of debt through man¬

datory sinking funds at prices
carrying little, if any, premium
over amortized cost so corpora¬
tions will be enabled and encour¬

aged to make arrangements to pay
off their obligations in a sys¬

tematic manner. Perhaps even

supplementary sinking funds,
based on an earnings formula,
should also be added. Not to make

provision for the orderly retire¬
ment of debt would be financial

folly, as the receiverships of the
thirties of so many once pros-

corporations so eloquently
attest.

But for the remainder of the
debt, suitable protection should be
provided the lender. Either the
investment banker and the cor¬

porate lawyer should ur*?e their
clients to take the initiative, or

the bond buyer should himself re¬
consider the wisdom of acquiring
securities which fail to provide
reasonable call nrice protection.
Perhaps as a Prst step the bond
buyer should tak^ time to mention
—again and a^ain and again—to
the representatives ^ the under¬
writers the undesiraWe features of
each issue of securities which is
offered. Perhaos bv a process of
osmosis the news wilt seep back
to headauarters an'4 the cumula¬
tive effect may result in a change.

Reasonable Protection

But what is reasonable protec¬
tion? What is fair? What should

be suggested? Since it would take
a cal1 premium of 13 ooints above

amortized value to protect a 3.75%
yield from dilution through a re¬

funding at 3%—which occurred
25 years away from maturity—it
becomes obvious that call pre¬

miums are unlikelv to provide a

ready solution of the problem. A
two ooint increase over the exist¬

ing three point standard—particu¬
larly if it were/ maintained sta¬
tionary for at least five years—
would provide some relief—as a
master of f^ct ah™»t.ten additional
basis points under ordinary cir¬
cumstances.

A non-callable feature that
would act as a bar to refunding
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securities at lower interest rates
for a aetinite period—pernaps for
a third of the life of the issue—
would seem entirely equitable and
thoroughly practicable, particu¬
larly if sucn non-caliabiiity for
refunding purposes was associated
with liberal terms for sinking
fund retirements. The companion
provision to this non-redeemable
feature should be a call price pre¬
mium at the end of the non-call¬
able period scaling down from a
level of approximately one year's
interest requirement. Such inden¬
ture provisions would not provide
complete protection by any means;
but they would seem to represent
a reasonable compromise, and di¬
vide the onus and the benefit of
lower interest rates between the
lender and the borrower.

Such provisions might help the
borrower as well as provide pro¬
tection for the lender. It would
be hard to justify under such in¬
denture terms the wide spreads
that have recently prevailed be¬
tween new issues and deep dis¬
count securities, and the assump¬
tion is tenable that the new-issue
yield would decline. Should in¬
terest rates not ease drastically,
the issuer would then reap a gen¬
uine saving from the lower initial
rate at which he could sell his
bonds because of their more satis¬

factory call features. From t'^e

standpoint of even the borrower,
therefore, the case for inadequate
call prices is by no means con¬
clusive.

At any rate there are varied
interests involved in the question
of call price protection. The prob¬
lem * should certainly be ap¬
proached in a spirit of give-and-
take, and in an atmosphere of
fair play. No group should assume
an aaamant attitude; nor pro¬
nounce high call features unwise
and non-callable provisions odi¬
ous. Let is not forget that if life
insurance companies can earn fair
rates of interest over a long pe¬
riod the benefits redound to the

thrifty people of the nation. Let
us remember that failure to se¬

cure aaermate nrice protection
may result in life insurance com¬

panies being repositories for low-
coupon, low-yielding bonds, with
a miHmurn of benefit accruing
to policyholders from any inter¬
mittent period of satisfactory in¬
terest rates.

the Presidential whereabouts and were there on the scene for the
crowds to see basking in the Presidential glow.

As a matter of fact, the last man to openly ask for the election
of a Congress of his party was Woodrow Wilson and he got just
the opposite. -

From Washington
Ahead of the News
= By CARLISLE BARGERON = Sound Condition of Banks

A Stabilizing Influence
You can understand something of the purposefulness and the

organized nature of the tremendous propaganda campaign being
waged against the Eisenhower Administration from the hypocriti¬
cal solicitude over his loss of Senator Taft. Tracing this solicitude
to its source you find that it is not coming
from the Taft supporters.- They feel their.loss
keenly but with them is the realization that
had he been elected President he would have
lived to serve but a lew months. • 1

The loud solicitude is coming from those
who, were against Taft for the nomination, |
specifically those who fought him outside the
Republican party. Those British editors, for '
example—who held up their hands iri terror -

at the very mention of his name in connection ' |
with the Presidency; these British editors and
the leftist movement in this country generally.
These are the source of the expressed worry
now over Eisenhower's '"failure to lead," his
"failure to assert himself," over his "troubles '
with the farmers"; from this same source is '' Carlisle Bargeron
coming the vocal apprehensions over the future
of our economy. But it is a well organized propaganda and it is
seemingly proving to be effective.. The cumulative effect of it, in
fact, is making Eisenhower shrink in the public mind. A picture
is increasingly being created of him as helpless in his job, as
floundering around, not knowing where he is going and further¬
more, not particularly caring. " A counter propaganda is badly
needed. Not since the days of Hoover has there been such a

destructive political force in action.

The facts are, if one but stops to think, that only in the past
few days the President has shown a very definite firmness, and an
admirable one at that.

Pressed by a manufactured clamor that he get rid of his Sec¬
retary of Agriculture he made known quite firmly that he had not
the slightest intention of doing any such thing. But more reveal¬
ing of his quality of leadership, or of his firmness of purpose, was
the appearance early in the week of that Secretary, Mr. Benson,
before a synthetic group of distressed cattlemen, brought to Wash¬
ington in buses by that leftist of the leftist leaders, James G. Pat-
ton, head of the National Farmers' Union. The National Farmers'
Union is an adjunct of the New Deal just as much as is the CIO.
It was created in the New Deal and nurtured by it to undermine
the more representative and substantial farm organizations, the
American Farm Bureau and the National Grange. On Patton's
payroll since the overthrow of the new Deal, only temporarily if
the Republicans don't get up and .fight, are good old "Baldy"
Brannan, deposed Secretary of Agriculture,! and Gus Geissler who
headed the Commodity Credit Corporation under him. The throw¬
ing out of their crowd last November seems not to have affected
their financial fortunes in the slightest. hr ....

It is surprising that the newspapers did not more generally
report the nature of this great demonstration of "embattled" cattle¬
men. Relatively speaking it was on the order of the famous bonus
march on Washington in the Hoover days, nothing like as large, of
course, or as serious. But in its whipped-up nature by professional
agitators it was the same. / 1

Benson did not flinch before.; this crowd, neither, did Eisen¬
hower. Benson turned down their demands coldly and the Presi¬
dent backed him up.

> ' " This episode did not reveaLthe President or his Secretary of
Agriculture floundering f around, not knowing where to go. It
showed the two men very firm and determined of purpose.

I am not suggesting that there is no discontent in the agricul¬
tural belt, that there i$ not political trouble out there. But the
Eisenhower Administration apparently does not intend to be stam¬
peded in dealing with if. If you want "strength" in the Adminis¬
tration, "leadership," there it is. It may not be popular with certain
elements, but there is no wishy-washiness about it. Indeed, if you
analyze the Eisenhower Cabinet you find all of them going ahead
very definitely about their business. You don't see the President,
himself, foaming at the mouth and hurling imprecations every
other day at heads of states or at some group in this country. But
each one of the Cabinet members is moving forward with the pro¬

gram and purpose he had in mind when he took office, and the
President, who undoubtedly knew these men when he picked
them, knew what they wanted to accomplish, is giving them free
rein and backing them up. j

But it seems to me that the Republican party has got to be
more vocal in selling to the country what these men are doing,
they have got to out-shout the leftists, out-demonstrate them and
out-propagandize them. I wouldn't be surprised if the President,
himself, hasn't got to don his fighting clothes.

In this connection a statement of his at a recent press con¬
ference that he was the President of all the people and did not
intend to go on the stump to campaign for Republicans, has caused
the lifting of a lot of political eyebrows in Washington. Yet if it
had come from Truman, Roosevelt or even Coolidge or Hoover, it
would have caused no more than a good horse laugh. All Presi¬
dents assume the attitude and apparently they believe it, that they
are serving the whole country without regard to politics. They
don't go out and openly campaign for members of their own party.
Instead, they manage to find some excuse to go into a vulnerable

Congressional district or a State during a Congressional campaign,
maybe a monument is set up for them to dedicate. Then they
just manage to have their favored candidate on the platform with
them or on the Presidential train as it moves across the State.

Roosevelt used to resort to "inspection" trips during the war when
the press was not permitted to report on his comings and goings.
But the candidates whom he was trying to help always knew of

First California Co.
Offer Pipe Line Stock
First California Co., Inc., San

Francisco, Calif., on Oct. 26 pub¬
licly offered the following secu¬
rities of Nevada Natural Gas Pipe
Line Co.: 25.000 shares of $1.50
dividend series cumulative pre¬
ferred stock (par $21) and 25,000
shares of common stock (par $1)
in units of one share of each class
of stock at $28 per unit; also an
issue of 25,000 additional shares
of common stock at $7 per share.
Concurrently, the Nevada com¬

pany is offering to its stockholders
at a price of $6.25 per share, with¬
out underwriting, 25,000 shares of
common stock.

Nevada Natural Gas Pipe Line
Co. was organized for the purpose
of constructing and operating a
natural gas pipeline from the vi¬
cinity of Topock, Ariz., to the Los
Vegas-Henderson area in South¬
ern Nevada. The company was

incorporated in Nevada on March

11, 1949.
The net proceeds from the sale

of the preferred and common

shares, together with the proceeds
from the sale to The Mutual Life
Insurance Co. of New York of an
issue of $1,150,000 first mortca^e
bonds, 5% series, due 1973 at 100%
of the principal amount thereof,
plus accrued interest, are to be
expended in the construction of
the proposed pioeline to accumu¬

late an inventory of pipe and
other repair materials and for

working capital.

This hew issue of Common Stock is being sold to the general public
by a number of investment bankers, including the undersigned.
The offering is made only by means of the official Prospectus.

NEW ISSUE

10,000,000 Shares

Glenn McCarthy, Inc
Common Stock

(Par Value $0.25 Per Share)

Price $200 Per Share

You tire invited to ask for a Prospectus describing these shares
and the Company's business. Firms qualified to do business

in your slate will be glad to give you a copy.

GEORGE A. SEARIGHT

115 Broadway

N. Y. City

B.V. CHRISTIE & CO.
First National Bank Building

Houston 2, Texas

Established in 1915
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Is Russia Selling Gold?
By PAUL EINZIG

Dr. Einzig in calling attention to decline in free market price
of gold and the likelihood that one of its causes is sales of
gold by Russia, holds a reappearance of Russian sales of
bullion is a good sign, because it is linked with a slowing
down in her pace of industrial war preparations. Points out
Russian sales of gold would remove likelihood of any increase

in United States buying price for gold.

Dr. faui l.i.

LONDON, Eng.—For the first
time since the war the free mar¬

ket price of gold declined below
$36 an ounce towards the middle

of October.

Although sev¬
eral factors

• were respon-
sible for the
d e c 1 ining

•> trend the an¬

ticipation of
sales of gold
by U. S. S. R.
is believed to
have been one

of the main
causes. Lon¬

don bullion

brokers are

unable to ob¬
tain confir¬

mation of recent reports that some
such sales have actually taken
place in Switzerland and in

Tangier. It is generally believed,
however, that the reappearance
of Soviet Russia as a major factor
in the international gold market
is merely a question of time. Sub¬
stantial Russian sales of silver in

August, raising the amount of
U. K. silver imports to 15,092,030
ounces for the month, compared
with nil for August, 1952, and 8,-
881,399 ounces for the first seven
months of this year, were largely
responsible for the speculation
about the nossibility of Russian
sales of gold.
From the point of view of the

free market price of gold this is a
matter of considerable impor¬
tance. Even though figures of the
gold outout of the U. S. S. R. are
not available it is assumed that,
«fter its wartime decline, gold
production increased after 1945,
and that the Soviet Government
has accumulated a considerable
reserve.

This is not the first time that
the Soviet Union has become a

factor in the international gold*
situation. The evidence of the
spectacular increase of alluvial
gold production in Siberia was

largely responsible for the "gold
scare" of 1937, following on the
publication of the Russian gold
output figure of 7,350,000 ounces

for 1936. Even though the pre¬
war output may not have been
reached it is widely believed that
the U. S. S. R. has regained her
position as the second largest gold
[producer after the Union of South
.Africa.

There can be no doubt about
Russia's ability to sell, should she

; wt$h. large quantities of goH on

I the free gold markets of the East
i and the West. The question is,
Why is it that the Soviet Govern-

j m«nt has so, far refrained from

i doing so? .; Although the existing
i small premium over the official

j American price of gold is not very
tempting, in recent years it would
have been possible to unload con¬

siderable quantities at high pre¬
miums. In spite of this the Soviet
Government preferred to secure

the sterling it needed by means
of selling timber and grain, at
the cost of delaying reconstruc¬
tion in the U. S. S. R. and causing
acute food shortages in the grain-
exporting satellite states.
One possible explanation is that,

as a matter of policy, the Soviet
Government wanted to build uo a

substantial gold reserve. Needless
to say, this was not needed for
internal monetary purposes. Pos¬
sibly the gold was accumulated as

a "war chest." It might have been
practicable for the Soviet Gov¬

ernment, had it wished to do so,
to increase the gold output and
export the surplus. That this has
not been done up to now may

possibly be attributable to a rela¬
tively high cost of gold produc¬
tion in the U. S S. R. If it re¬

quired less man hours to produce
for export £1,000 of timber than
to produce for export £1,000 of
gold then under the Soviet plan¬
ning system the available man¬

power would be used for the pro¬
duction of timber in preference
to ucing them for the production
of gold.
Circumstances m a y possibly

arise, however, in which the So¬
viet Government would change its
policy. It has already done so in
respect of silver. For the same

reasons—whatever they may be—
for which Moscow decided to un¬

load silver abroad it may decide
to unload gold. This is conceiv¬
able in spite of the narrow pre¬
mium. Indeed, the premium is
liable to disappear under the pres¬
sure of large and persistent Rus¬
sian selling. Should that happen
there remains the possibility of
continuing to sell on the basis of
fbe official American buying
price of $35 an ounce. It would
be unwise to assume that Russia
will necessarily prefer to mark
time pending an increase of the
American official buying price of
gold.
The most popular explanation

of Russian selling of silver is that,
in connection wit'a Mr.,- Malen-
kov's new economic policy the
Soviet Government is anxious to
increase the supplies of consumer
froods. Since it is bound to take
time before Soviet production can

be switched from capital goods to
consumer goods, if the Kremlin
wants to increase the supplies of
the latter urgently the easiest way
is to import them. To pay for
these additional imoorts with the
aid of increased exports would
defeat its object, since those ex¬

ports would reduce the supplies
of consumer goods in the U.S. S. R.
In order to secure a net increase
in those supplies it may be con¬
sidered expedient to pay with the
aid of bullion exports.
On the basis of this explana¬

tion it may seem that the reap¬
pearance of Russian sales of bul¬
lion is a good sign, because it is
linked with ; a; slowing down; of
the pace of her industrial ,war
preparations. During a period
when a buyers' market has large¬
ly replaced the sellers' market in
many ; respects,,, the additional
Russian demand -for consumer

goods—or. - for -that' matter, even
for many kinds of capital goods—
may not be unwelcome. It may
tend to reduce the danger of a

post-rearmament slump in the
West, though it would have to as¬

sume considerable dimensions be¬
fore it could become a factor of

any importance. In so far as Rus¬
sian gold finds its way into other
countries' monetary reserves it
would mitigate the world's gold
shortage, and would contribute
towards increasing international
liquidity.
The other side of the picture is

the virtual certainty that any evi¬
dence of Russian gold selling
would finallv remove any linger¬
ing hopes of an increase of the
American1 buying price of gold.
Indeed the reactions of the United

States to Russian selling of gold
on a really large scale would be

quite incalculable.

Moreover, the memory of the
experience of 1939 when on the
eve of the outbreak of the war,

Germany was drawing heavily on
her none too plentiful gold stock
in an llth-hour effort to buy up

strategic raw materials is still
fresh in our minds. History need
not necessarily repeat itself, but
the possibility, however, remote,
of its repetition should not be
overlooked.

English Gold and
Silver Market

The quarterly bullion letter of
Samuel Montagu & Co. Ltd., Lon¬
don, England, written under date
of October 1 is given below:

Gold

The amount of gold held in the
Issue Department of the Bank of
England is unaltered at £356,823.
The Bank of England's buying

price for gold remained un¬

changed at 248s. Od. per fine
ounce, at which figure the above
amount was calculated.

It was announced by the Treas¬
ury that the sterling area had a

gold and dollar surplus in August
of $13 million; this compares with
surpluses of $89 million in July
and $46 million in June. At Au¬
gust 31 the gold and dollar re¬

serves stood at $2,469 million. The
August surplus arose after taking
account of receipts from the
United States during the month of
$19 million as defense aid; the
payment of $6 million to the Eu¬
ropean Payments Union, repre¬

senting that part of the July \

deficit of £4 million which was

settled in gold or dollars; and
the payment of $39 million to
Canada under the interest-free
loan of 1942.

The gold output of the Trans¬
vaal and Orange Free State for
June, July and August, 1953 is
shown below, together with
figures for the corresponding
months of 1952 for the purpose of
comparison:

19531 1952
Fine Ounces Fine Ounces

June 969,821 977,527
July 1,030,089 1,010,978
August 1,017,409 997,099

The international free gold
markets have continued to be very
inactive during the past quarter.
Supplies from the producing
countries have continued on the
usual scale and with buyers
showing little enthusiasm, the
general tendency of prices has
been downward with $36.20,
quoted yesterday, the lowest price
during the period. V

Silver

During the third quarter of the
year, the official cash price was

quoted- unchanged / at 74d. per
ounce .999 fine. There was one

alteration in the two months'

price which, on August 6, was
raised from 73%d. to 74d., prices-
for both positions remaining level
at that figure for the remainder
of the quarter. 1 ■ '*, '7 " '7 -

Demand for essential industries
was moderate and until the, end
of July was met by sales from
official stocks;-, during the last
two months, however, silver for
this category was readily avail¬
able from "free" market sources.

The "free exportable" market
was, on the whole inactive as will
have been gathered from the fact
that "free" silver was offered for
essential purposes. Nevertheless,
as during the previous quarter,
there were encouraging features,
in particular the arrival from the
Soviet Union of nearly 14% mil¬
lion ounces. It is understood that
the bulk of this amount was taken

by the authorities to augment of¬
ficial ■ stocks. While outward

movements were of lesser impor¬

tance, they included further con¬

signments of considerable amounts

for coinage purposes.

THE MARKET... AND YOU
By WALLACE STREETE

Stocks went through a
week that could best be de¬

scribed as routine, what with
dividends, earnings and merg¬
ers motivating individual is¬
sues in both directions. For

the list generally, even if no
progress of technical impor¬
tance was achieved, it at least
was encouraging in that there
was good resistance to any
downdrift. /

* * * 'k ;

From a technical stands

point, the industrial shares on
average have recovered from
the September dip and are
back around the levels of the

August highs. Rails continue
to be the big disappointment
of the Fall, lagging some 10
points under the August
levels so far. In the main the

earnings statements have
been excellent but apparently
the frugality of the dividend
payout has kept stockholder
enthusiasm well in check.

* * *

The hesitation the list ran

into this week was thoroughly
in line with the technical
work that put a rather broad
band of congestion in the D. J.
275-85 area. If this supply
area isn't to be a ceiling for
the current move, it still is
sufficiently broad to make the
task of working through it a
somewhat protracted one. In
August the overhead resis¬
tance in this territory was

enough of an obstacle so that
the September lows were, in
part, blamed on failure of the
list to chew through the sup-

ply-
* * *

The difference — which

could be vital—is that unlike

the same situation a couple
of months ago, at this time
there is no technical evidence

that the - rally has run its
course or gotten out of hand
in any way, ;excepting * only
the stubborn refusal of the

rails to get going.
_ v,_ v • _ * * . * " ; , •

, Steels, motors and even the
long-depressed oils, although
only briefly, had their mo¬
ments of strength. Aircrafts
continued on the b u o y a n t
side, excepting for some mo¬
rn e n t a r y. disappointment
when - Boeing Airplane did
not, as so widely expected,
come through with a stock
payment.

* * *

Strength in Steels
Good earnings and a couple

of cheering dividend actions
helped give the steels their
moments of strength. There
is also a suspicion growing
that the breakeven points in
some of the steel mills are

considerably lower than some

of the dire forecasts of the

last few years. This, along
with the Excess Profits Tax

cushion, would give them a
far greater margin to weather
any minor business letup than
has been conceded generally.

* # *

For the motors, the Briggs-
Chrysler deal to take over the
body-building facilities of the
independent company served
as a spark that spread to the
other auto parts suppliers and
even to some of the independ¬
ent auto makers. Such as Reo,
before it died out. Briggs put
on a one-day-wonder per¬

formance, spurting for a gain
of half a dozen points, or some
20% of the stock's value, be¬
fore the inevitable profit-tak¬
ing and the doubts over the
value of the assets to be re¬

tained trimmed it back. The

net result of these flurries in

the motors was little, but it
did serve to illustrate that in¬

terest could be built up in
this section which is the top
selection for the group that
has passed its boom peak.

* * *

Domination by Telephone
American Telephone domi¬

nated both the stock and bond

markets to a degree as trading
started on a when-issued basis
in the new convertible deben¬

tures and the rights to stock¬
holders that go along with
them. First day trading in the
rights saw a quarter million
change hands and the deben¬
ture trading was enough to
keep the bond market busier
than it has been in almost a

year. Prices all around were
a bit lower than had been an¬

ticipated, the debentures
starting at a shade under $117
against the $120 predicted
and the rights at 2% which
was more in line with the 2Vfe
calculated in advance of the
actual dealings. The stock,
too, was under a bit of weight
occasionally and its one-day
loss of three-quarters of > a

point- was a somewhat wide
move by a stock that lately
has ^varied from day to day
by the smallest fractions. >

'4
• t kr~ ' j ^ •" ^ * tv . 5

For concerted action, the ^

paper stocks seem to be doing
best. The daily lists of new

highs have had one or more

paper issue on them for the
last several sessions, Scott
Paper becoming more or less
of a regular member of this
class. At the other end of the

list, the textile and sugar is¬
sues have yet to be displaced
as the worst acting issues for
a rather long while. West
Indies Sugar joined the new
lows of the week by slumping
through 18 which is the poor¬

est price recorded for it since
1949. Last year it sold above

"v
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The best-tasting
whiskies in ages

. Schentey's |
unmatched skill

Nature's

unhurried goodness

41 and hit 45 in 1946, hy way
of * comparison and - also as

proof that the averages leave
lots to be desired in measur¬

ing the action of the bulk of
the stocks that comprise the
market.

* * *

r Early Tax Selling
It is in issues-like West

Indies, where the outlook is
clouded or poor, that there
has been considerable indica¬

tion of early tax-loss selling.
Such trimming of the finan¬
cial sails in anticipation of
changes in the tax rates next
year has kept the secondary
issues generally from being
able to show*&ny sustained
signs of life no matter what
the blue chips do. Despite
reams of advice on the many

facets to tax loss maneuvers,

the better class issues show

little signs that investors are

doing tax selling in anything
like the volume that had been

expected. Partly as a result,
the rebound in volume from

the doldrums of the summer

is still disappointing with a
million and a third shares a

day constituting about the
best that can be recorded. It

has been well over a month

since the last two million

share session.
:Js * *

* One group that has tried
hard to win back its old-time

following with little or no
luck has been the tobacco is¬

sues. Each time they show
signs of popularity something
comes along to blunt the en¬

thusiasm, latest being predic¬
tions that cigaret consump¬
tion this year will show a

slight decrease.. American
"Tobacco's best effort since

1947 has been some 20 points
under i;he 1946 high, conse-

'

quently. Phillip Morris has
fared slightly better although,
its best level recently has still
been less than it attained last

year or, for that matter, even
in 1950.

* * *

In ignoring things, the
tobaccos are only second to

- the televisions which have re¬

mained remarkably aloof over
all the promises of color tele¬
vision and, for that matter, of
rather markedly higher earn¬
ings as well. The coal com¬

panies have shown little re¬
action to all the talk of elec¬

tricity produced by atomic
energy, but in their case it
probably is because they're so

depressed there is little any
additional weight can do.
[The views expressed in this

article do not necessarily at any
time coincide with those of the
Chronicle. They are presented as
those of the author only.]

With Gross, Rogers
(Special to The Financial Chronicle)

LOS ANGELES, Calif.—Wil¬
liam L. Bagnard has become asso¬

ciated with Gross, Rogers Bar¬
bour, Smith & Co., 559 South
Figueroa Street;^members of the
Los Angeles ^pj|^Exchange. He
was previoidljp^fth Edgerton,
Lofgren &

Public Service Eke.
& fias Bonds Offered
Public offering of $30,000,000

Public Service Electric & Gas Co.,
new first and refunding mortgage
3y4% bonds, due 1983, was made
yesterday (Oct. 28) by an under¬
writing group comprising 38 in¬
vestment firms headed jointly by
Morgan Stanley & Co. and Drexel
& Co. The bonds are priced at
101.34% and accrued interest to

yield 3.18% to maturity. The issue
was awarded at competitive bid¬
ding on Tuesday.
Proceeds from the sale of the

bonds and from the public sale
last week of 800,000 shares of
additional common stock will be

used by .the company to pay be?
fore maturity $30,000,000 of bank
loans due June 15, 1954 and to

pay a portion of the cost of its
construction program. |
-The new bonds are subject to
optional redemption at 104.84%
if redeemed during the 12 months
beginning Oct. 1, 1953 and there¬
after at prices decreasing to the
principal amount after Sept. 30,
1982. Special redemption prices
range from 101.34% to the prin¬
cipal amount. An annual sinking
fund of $300,000 begins in 1954
for these bonds. ,

As of June 30, 1953, the com¬

pany's construction program
amounted to approximately $91,-
084,000 and included installation
of an electric turbine-generator
of 145,000 kilowatt capacity at

Kearny Generating Station to be
placed in operation this fall and
the installation of a 185,000 kilo¬
watt capacity turbine-generator at
Burlington . Generating - Station
scheduled for operation late in
1954. Of the 1,910,300 kilowatt
capacity to be available this fall,
over 45% will have been in¬
stalled since Jan. 1, 1947.

The construction program in¬
cludes $22,130,000 to be expended
on the gas distribution system.
Public Service provides elec¬

tricity,or gas or both to over 80%
of New Jersey's population of
4,835,000. This includes prac¬

tically all the state's important
cities and one of the most heavily
industrialized areas in the coun¬

try. Through a subsidiary it op¬
erates the largest single fleet of

buses in passenger, transportation
in the country. '' .

Operating . revenues have in¬
creased from $170,100,000 in the
year 1948 to $223,107,000 in the 12
months ended June 30, 1953. Dur¬
ing the same period gross income
before income deductions has
risen from $28,594,000 to $35,-
527,000.
The company has stated that

although it will be necessary to do
additional financing to cover the
cost of its construction program,
no further sales of securities are

contemplated in 1953.

Now Bengston & Co. Inc.
The firm name of Nelson Bengs¬

ton, Incorporated, 55 West 55th
Street, New York City, has been
changed to Bengston & Co., Inc. '
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After the Boom is Over, What?
By E. SHERMAN ADAMS*

Deputy Manager, American Bankers Association
i Head, Department of Monetary Policy, ABA

In commenting on possible downswing in business and its
effects on banking, Dr. Adams lists reasons for confidence in
future as: (1) basic soundness of our economy; (2) a growing
inherent stability in business world; (3) a strong and finan¬
cially sound banking system; (4) government facilities to ease

a downward trend; and (5) the inherent and proven resiliency
of our economic structure. Discusses outlook for bank lend¬

ing and investments, along with future trend of deposits and
the course of interest rates. Finds bank earnings have ac¬

quired a new element of stability and growth.

t *. enormous amounts of cash each Assuming, then, a large cash def- by reduced private demands for
year. Any appreciable decline in icit, the next question is whether credit and that this would produce
the rate of their capital expendi- this would be financed entirely by a declining tendency in interest
tures, especially if accompanied
by some paring of inventories,
would obviously reduce their bor¬
rowing requirements.
In 1949 bank loans to business

declined about 10%. Total loans
of all kinds showed a small net
increase for the year, due largely
to the continued growth of real
estate mortgages and consumer
loans. But today the pent-up de¬
mands for housing and for con-

nonbank investors. In view of the rates. To what extent would the

magnitudes with which we are policies of the monetary authori-
dealing, it seems fairly clear that ties moderate, or intensify, such a
it wouxd not be. In other words, trend?
the banking system would be
called upon to add to its holdings
of Treasury obligations.

How Far Would Rates Decline?

As for the Federal Reserve, one
can confidently predict that it
would promptly adopt a policy of
monetary ease and permit easier
credit conditions to develop—or

Dr. E. S. Adams

Booms do not last forever—at
least they never have. None of us
can predict with certainty when
the current boom will subside or

just what will
happen when
it does. But
we can, I
think, arrive
at certain con¬

clusions as to

what a down¬

swing in busi¬
ness might
mean —and,
more specifi¬
cally, what it
might mean to
banking.
How would

a decline in
business ac¬

tivity affect bank loans? What
would it do to the volume of bank
investments? What would happen
to total bank deposits? What about
the level of interest rates? Fi¬

nally, what implications would it
have for bank earnings?

These questions are well worth
exploring even though we cannot
answer them with preciseness. We
•can at least estimate probabilities,
and our estimates should have
some practical application to the
formulation of banking policies
today.

Reasons for Confidence

At the outset, let us establish
the fact that we do not expect a
severe depression. We have good
reasons for that conviction, not
just congenital optimism—nor a
determination to talk cheerfully—
for mere optimism, of course, and
roseate speeches have little po¬

tency. After all, there was plenty
of bullishness around early in 1920
and early in 1929—and even in

many years, the banks have fol¬
lowed conservative divdend poli¬
cies and have substantially in¬
creased their capital accounts and
reserves. There is no possibility
whatever of serious banking dif¬
ficulties. Banking stabilty can be
relied upon to contribute to the
future stability of the American
economy.

(4) If business turns downward,
we know that the government and
the Federal Reserve System will
promptly adopt policies to com¬
bat such a trend. I have no desire
to exaggerate the efficacy of gov¬
ernmental action; but there are

The Future Trend of Deposits

What would be the trend of
bank deposits? Actually, we have

_

^

pretty well answered this question even encourage them, if necessary,
sumer durable goods have largely already. As we know, the repay- Already, within the past few
been satisfied, and these loans ment of bank loans would tend to months, with the waning of infla-
could hardly be expected to dis- cause an equivalent contraction tionary pressures, the Federal Re¬
play the same strength that they of bank deposits, and a growth in ggpyg has definitely shifted to a
did in 1949. bank investments would tend to miidiy easier policv.
A future decline in demand for create a corresponding amount of

credit would affect various banks new deposits. Under present-day
differently, depending on the char- conditions, these two factors, bank
acter of their lending activities loans and bank investments, very
and other individual circum- largely determine changes in total
stances. Certain banks might be deposits.
largely immune; but many, it This was not always the case,
would seem, might experience There have been times when gold
rather sizable declines in their movements had considerable in-
loan portfolios. fluence upon the volume of do-

™ . x mestic bank deposits. But today
Would Bank Investments

Increase?
small relative to our greatly ex-

About one-fifth of the invest- panded money supply. Conse¬
ntient holdings of the commercial quently, the main question that
banks consists of corporate and concerns us is whether the in-
municipal obligations. Practically crease in bank investments would
all of these securities are of high more than offset the decline in

several things which the govern- investment quality. Banks are not bank loans.
ment could do, especially in the
areas of taxation and public works,
which might be very helpful.

(5) Finally, our best assurance
lies in the flexible, dynamic char¬
acter of our American economy.
Its resiliency has been attested by
our rapid readjustment after
World War II, by the mildness and
brevity of the 19491 reaction, and
by the way we have taken in
stride the shift to a defense econ¬

omy. Over the past decade, we
have witnessed in this country a
renaissance of our traditional en¬

terprise and virilq growth. Our

How far would such a policy be
carried? Hew easy is easy? Is.
there any likelihood of a return
to the super-easy credit and abys¬
mally low money rates that pre¬
vailed only a few years ago? Such
a development, it seems to me, is
extremely unlikely, for three main
reasons:

(1) Those exceptionally low in-
gold movements are comparatively terest rates were a legacy from

"

the thirties. They were perpetu¬
ated into the forties only because
of the adoption of rigid wartime
controls. They developed as the
result of a protracted period of
depressed business plus a fortui¬
tous factor of great significance.
This was the huge quantity of ex¬
cess reserves that was created by
the extraordinary increase in our

monetary gold stock, a quantity

likely to be under any pressure to This question suggests a very
liquidate these holdings. To the interesting little exercise — one
contrary,- a lessening of loan de- which I recommend that you try
mand would provide added incen- for yourself. You would start by
tive for bankers to continue to add making certain assumptions as to far in excess of the total amount
4-s\ iMtrAnl vv» r\n r>f iniilntiltr • _ .1 J 1 1 Z n . i • j • n i i ito these investments, particularly what a downturn in business
to their municipals. But the big might entail. You might assume,
question is whether the banks for example, a 10% decline in in-,
would increase or reduce their dustrial production and a 5% drop
holdings of U. S. Government se- in commodity prices. You would
curities. To answer this, we must then proceed to make your own
take a look at what might happen estimates as to what this would
to the Federal budget. In general mean to the volume of bank loans,
terms, this can be summed up in how large a deficit the Treasury
three sentences: would incur, and what part of this
(1) During the past several deficit would be financed through

energies have beeti reawakeped. years, the level of government ex- the banks.
i—v. penditures has almost doubled and I have iTechnological progress has been

proceding apace. Industry has
been renovating and expanding on
an unprecedented scale and plans
to continue to do so. There is

every indication that capital ex¬

penditures by states and munici¬
palities will continue to grow. Our
population trend is again strongly
upward.1 These vigorous, long-
term growth factors will be a

powerful antidote for any down¬
ward drift in business.

These considerations rule out a

deep and prolonged depression.

penditures has almost doubled and
is now far higher than ever before
in peacetime — more than eight
times higher, for example, than

made various computa¬
tions along these lines myself and
have seen others make them. I
venture to predict that if you will

in 1939, the peak spending year of make your own estimates of this
the New Deal.

(2) About 80%
type, you will reach the conclusion

of all Federal that if business activity recedes,
revenues consist of corporate and the rise in bank investments may
personal income taxes, and the
yield from these taxes would drop

very easily exceed the decline in
bank loans—in other words, that

sharply with a decline in national the volume of bank deposits may
income.

(3) It follows that, barring a
drastic curtailment of our defense

program, any appreciable dip in

Fo^^ur^uVposTsT'thereforTtetperity was just around
>>

ner." On the other hand, it is im- happenVfoerewere to bfamocU Federal bud®et

expand rather than contract.
Here, incidentally, is another

aspect of the increased inherent
stability of the American econ¬

omy. In former times, a recession
deficit in the was frequently intensified by a

sharp contraction in the money

of government securities then held
by the Federal Reserve banks and
therefore beyond the control of
the Federal Reserve authorities.

It was this enormous volume of
excess reserves that was respon¬
sible for the depths to which in¬
terest rates plummeted.
Under present-day conditions,.

that situation could not recur. The
Reserve banks now hold approxi¬
mately $25 billion of government
securities; and this means that,'
through open-market operations,
they could offset the effects of any
conceivable increase in our mone¬

tary gold stock. In short, the Re¬
serve System is now in a position
to moderate any declining, as well
as rising, trend in interest rates.

(2) The Reserve authorities
have indicated on numerous occa¬

sions their realization that an easy

money policy should not be car¬
ried too far even when there is

some slack in the economy. At
such a time, easy money does not
provide much positive stimulus to
business. It is appropriate policy,

How Large a Deficit? tions, this would not be in the
portant to avoid undue pessimism, erate recession—one comparable,
So it may be well to summarize fet us Say, to that of 1949. In that One careful analyst has recently cards at all
briefly some of the main reasons vear industrial nrndnrtinn Hp S i analyst nas recenxiy a us ai a .
whv we are confident that we are i- a inausiriai production de- estimated that, under existing con- * ™r i *

not o^n the brink of an econoirdc ° ^ 8^whol5sale comT ditions, a slowdown of the 1949 A Moderated Market
collanse or fnvthiL resemblTnff ™odlty prices, 5% 5 and personal type would produce a budgetary What would be the outlook fprcollapse or anything resembling incomes, roughly 2%. Under pres- deficit of more than $17 billion interest rates?

. ejit-day conditions, how would a and a cash deficit of about $16 bil- In recent months, we have heard
(1) Our national economy is slowdown of these dimensions af- lion.1 This estimate takes into ac- considerable discussion about the

supply. Under present-day condi- of course, if only because it means

basically sound. During the past feet banking?
several years, many of the weak¬
nesses and maladjustments engen¬
dered by the boom have already

The Outlook for Loans

Have you ever tried to estimate

count the tax reductions which are restoration of a "free" money mar-
now scheduled. ket. I think we all recognize that
If business contracts, however, "freedom," in this connection, is

additional tax relief might be en- a relative matter. The Federal

the avoidance of credit restriction.

Nevertheless, when credit is easily
available at reasonable rates, there
is little to be gained by making it
cheaper. In fact, it is important
to prevent interest rates from
falling too fast and too far.
(3) A major factor which can

be expected to moderate any de¬
cline in rates, particularly longer
term rates, will be the debt man¬
agement program of the Treasury.
It has now become abundantly
clear that debt management will
be one of the dominating influ¬
ences in the money market for

heen corrected. To be sure, some the extent to which the rise in acted to stimulate private spend- Reserve System is the key factor
further readjustments still lie bank loans since the end of World ing. This is certainly not precluded on the supply side of the credit
ahead; but there is no large accu- War II has been caused by factors by the Administration's devotion picture, and the Treasury is the
mulation of potential trouble spots, which may prove to be tempo- to "sound money" and its empha- nation's largest borrower. Under
Generally speaking, we have fary.' I have in mind the restock- sis on balancing the budget under these circumstances, it is difficult vpar_ + pomp
avoided speculative excesses. De- ing. and expansion of inventories boom conditions. If tax alleviation to see how the money market tmf /
spite the prolonged boom, bank- at sharply higher price levels, the can contribute to economic health could possibly be completely
ers, businessmen, and the public construction boom, the extraordi- it is sound policy. Even from a "free."
have kept their feet on the ground, pary growth of consumer credit, purely fiscal standpoint, a healthy, It is highly significant, of course, , ,, , . ,

(2) Our economy has greater J incJfntlve to borr^ stemming high-elevel economy is essential to that we do have a greater degree should not seek to lengthen out
inherent stabilty than it used to th?. excess Profits tax, the support the burdens of our en- of freedom in the money market the debt but ^should restrict its
have. All of us are familiar with ™f®l?ra jS" °!uC°T^a ™ax pay^ larged Federal budget and public than formerly. The so-called "nat-

There seems to be a rather

widely held misconception that if
business recedes, the Treasury

the so-called built-in stabilizers Plan'and debt. Temporarily, however, tax ural," or nonmanaged, factors are
whirh would cushion an economic ine unusuany nign rate of busi- cuts might cause a further drnn now of greater importance How-which would cushion an economic
decline—the farm support pro¬

gram, unemployment insurance,
and the like. The high level of

< i * ^ • -— might cause a further drop how otf greater importancenesa outlays for plant and equip- in the Treasury's revenues ever, the actions and pronbynce-
ment-

On the expenditure side of the ments of the monetary authorities,
idffpt t von ,T,in both Federal Reserve and Treas-I have asked this question of budget I think you will agree that

defense expenditures °is another many 5ankers and economists. No scant reduction, if any can be ex- ury' wiU continue to exert con-
stabilizing factor. one, of course, has tried to give pected. Such economies as might siderable influence on the market,

our ucvtlfom • anything like an exact answer, but be achieved arp likclv +n ha *vff This has been demonstrated re-
.2L%.*S£*JE#?* there is general agreement that Peatedly by the events of the cur-

The the combined effects of these tran- * - agncultura!!???! condition, nie the combined effects of these tran- programsand"for*"rent year-

and thpir limdVHt f sitory factors upon the volume of There would also be larger outlavs Perhaps it would be more accu-
andjheir liquidity is ample. For bank lending have been yery for<c^Lsatfon rate to say we now have a "m°d"

great. * ' erated" market, rather than a
Business charges for deprecia-

*An address by Dr. Adams before the
Fall Meeting of the District of Columbia
Bankers Association, Washington, D. C.,
Oct. 19, 1953.

0 t 1 Federal Budget and Corporate
tion have increased greatly. Cor- £»ts ln^?.usi?fss Pecline." by William
porations are now able to generate New vlrk, s£UmbSfuJss. Bank

erated" market,
"free" market.

It seems clear that a softening
in business would be accompanied

financing to short-term bank is¬
sues. It is contended by some that
at such a time, the sale of longer
term issues by the Treasury would
thwart the objective of the Fed¬
eral Reserve to encourage the ex¬
tension of credit to private bor¬
rowers.

This, it seems to me, is an over¬

simplification, to say the least,
and a misleading one. If business
slows down, the supply of loan¬
able funds in the hands of non-

bank investors will tend to exceed

private demands for these funds,
there is no reason why the Treas¬
ury should not tap some part of
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these savings provided it does not
tap too hard.
In short, the Treasury could

sell some long-term bonds without
preventing an easing of the capital
credit market. In view of its an¬

nounced objectives, one can ex¬

pect the Treasury to take advan¬
tage of such an opportunity.
Nor would such a program cause

a reduction of bank-held debt or
the money supply. At such a time,
the Treasury would be increasing
its total borrowings in order to
finance deficit operations; and
this would lead to a net increase
in bank holdings of government
obligations.

Lengthening the Bank-held Debt

It should also be noted that un¬
der those conditions, the Treasury
will have an excellent opportu¬
nity to lengthen out its maturities
in that portion of the debt which
is held by the commercial banks.
At the present time, to be sure,
the banks have little appetite for
intermediate or long obligations.
But that situation can change rap¬
idly if loans and short-term inter¬
est rates decline.

Under those circumstances, it
might be surprisingly easy for the
Treasury to refund a goodly part
of the bank-held debt into notes
and medium term bonds. The out¬

standing success of the Treasury's
recent offering of 3 M> -year notes
is a good indication of how quickly
the attitudes of bankers can

change.
So perhaps we can conclude that

a decline in business would mean

somewhat lower interest rates, but
not a return to the abnormally
low rates of the thirties. The de¬
cline in medium and long-term
rates would probably be moder¬
ated by the Treasury's refunding
activities.
It is instructive to examine re¬

cent money market developments.
Over the past several months, the
Federal Reserve has permitted
easier credit conditions to develop
in the short-term market. This,
in turn, has been accompanied by
{higher prices for longer term se¬
curities. Meanwhile, the market
lhas absorbed $3 billion of new

3y2-year Treasury notes. This gen¬
eral pattern may be a preview of
what might develop in the event
<of a business decline.

The Impact on Bank Earnings
What would all these factors,

and others, add up to in terms of
their net impact on bank earn¬

ings?
In recent years, as we know,

there has been some improvement
in bank earnings. For the near-
term future, the prospect is for
some further improvement as
loans are renewed and reinvest¬
ments made at rates that are

higher than prevailed when the
original loans and investments
were put on the books.

However, even with business

activity and bank loans at record
levels, the net profits of many
Ibanks are none too good in rela¬
tion to capital accounts. Most of
the increase in gross earnings
since 1945 has been absorbed by
higher costs. With some slacken¬
ing of the extreme tightness of
the labor market, employee turn¬
over would decline. Even so, many
hanks may experience some fur¬
ther rise in operating expenses.

Losses on loans may increase.
There has been no real test of
hanking assets for many years. A
period of readjustment would un¬

doubtedly reveal some weak spots
in loan portfolios.

On the other hand, bank earn¬
ings have acquired a new element
of stability which they did not
formerly possess. In fact, banking
mow has a unique kind of growth
factor. In good times, individuals
snd business firms increase their

borrowings; and when business
falls off, the government increases
its borrowings.
•.Admittedly, a ■» contraction of
loans would hurt bank profits
oven if it were accompanied by an

equivalent increase in investments,
because the latter would yield a
lower return. Nevertheless, bank
earning power is less vulnerable
to a snrinkage in loans than tt
used to be. Moreover, for many

banks, losses on loans may be
more than offset by market ap¬
preciation in their bond invest¬
ments.

Bank Lending Rates

Much will depend upon what
happens to bank lending rates. If
yields on government obligations
decline, the tendency, of course,
will be for a softening of bank
lending rates. However, the rela¬
tionship between government se¬

curity yields and over-the-counter
rates is by no means automatic
and invariable. We have learned
from painful experience how
harmful it is for banks to indulge
in excessive competition for loans
on a rate basis. It seems unlikely
that a mild business recession
would touch off a renewal of that
type of destructive rate competi¬
tion.

Or, to put it differently, the
spread between government secu¬
rity yields and bank lending rates
may be somewhat greater in the
future than it was during most of
the thirties and forties.
We might conclude, therefore,

that the general outlook for bank
earnings is not too ominous. Nev¬

ertheless, when the current boom
subsides, many banks may be con¬
fronted with some rather difficult
problems with respect to earnings.
What can they do about it? The

answer, naturally, will depend
upon the circumstances of the par¬
ticular bank. It may be useful,
however, to mention certain pos¬
sible avenues of approach to the
problem.

(1) One approach would be
through investment policy. Some
banks could use additional tax-

exempt securities to good advan¬
tage. Others are holding more

short-term securities than they
really need for liquidity purposes.
Any declining tendency in loans
and short-term rates always raises
the question in the mind of the
alert - banker as to whether he
should lengthen out his maturities
somewhat in order to protect his
future earnings position.
(2) In many instances, service

charges will receive renewed at¬
tention.

(3) Some banks may be able to
enlarge certain of their activities
or inaugurate new services. Some,
for example, could probably in¬
crease their consumer loans. Oth¬
ers may compete more aggres¬
sively for savings business and
expand their mortgage lending. In
recent years, a number of banks
have developed a variety of spe¬
cialized new services which have

proven to be profitable in their
particular areas. If profits decline,
many bank managements will be
taking a new look at the various
possiblities for earning additional
income.

(4) Further operating economies
can be achieved. Much progress
has been made in this direction.
But declining income is the mother
of efficiency. Bankers and the de¬
signers of business machines, in¬
cluding electronic equipment, have
by no means exhausted their in¬

genuity in achieving lower costs
for bank operations.

In brief, the period ahead may
be one of unusual challenge to
bank management. Banking poli¬
cies will need to be carefully re¬
appraised and readapted to chang¬
ing conditions. It will not be a

time for clinging to past policies
and procedures simply because
they have worked out all right
during the boom years.
Over the long run, of course,

the outlook for private banking in
this country is good. The banks
perform services which are vital
to every group in the community.
They have been doing a better job
each year and will continue to do
a better job each year in the fu¬
ture. Over the years ahead, there

is every reason to expect that
banking will continue to expand
and prosper by serving the ex¬

panding needs of our energetic,
growing economy. We are confi¬
dent that the bankers of this na¬

tion will live up to their responsi¬
bilities and their opportunities for
service that lie ahead in this, the
American Century.

Baschen, O'Day V.-Ps.
Of Norlhern Trust
CHICAGO, 111.—Alford J.

Baschen and Daniel O'Day, Sec¬
ond Vice-Presidents in the bond

department of The Northern
Trust Company, have been elected
Vice - Presidents by the Chicago
bank's Board of Directors.
Mr. Baschen, who joined The

Northern Trust Company in 1931,
heads the U. S. government and
bond and institutional sales di¬
vision of the bond department.
Mr. O'Day continues as The

Northern Trust Company's senior
representative in New York City,
with offices at 15 Broad Street.

He joined The Northern Trust
organization in 1946.

Halsey, Stuart Group
Offers United Gas

3%% Debentures
Halsey, Stuart & Co. Inc. and

associates yesterday (Oct. 28)
offered $25,000,000 United Gas
Corp. 3%% sinking fund deben¬
tures due Oct. 1, 1973, at 100.70%
and accrued interest, to yield
3.70%. Award of the issue was

won by the group at competitive
sale on Oct. 26 on a bid of
100.13%.

Net proceeds from the sale of
the debentures will be used by
the company to purchase from its
subsidiary, United Gas Pipe Line
Co., $10,000,000 principal amount
of its 5% sinking fund debentures
due 1973; to provide the subsidi¬

ary with funds toward the com¬

pletion of its construction pro¬

gram, and to replenish the com¬

pany's treasury and for other

general corporate purposes, in¬
cluding advances of additional

funds as may be required by

Union Producing Co., another
subsidiary.
The debentures will be redeem¬

able at general redemption prices
ranging from 103.70% to par, and
for the sinking fund at prices
ranging from 100.68% to par, plus
accrued interest, in each case.

United Gas Corp., and its sub¬
sidiaries, Union Producing Co.
and United Gas Pipe Line Co.,
are known as the United System,
and are engaged principally in
the production, purchase, trans¬
portation and sale of natural gas
and the production and sale of
crude oil and other liquid hydro¬
carbons. The System operates in
Texas, Louisiana, Mississippi,
Alabama and Florida. Another

subsidiary, Duval Sulphur & Pot¬

ash Co., is engaged in the produc¬
tion and sale of sulphur and pot¬
ash in Texas and New Mexico, re¬

spectively.
For the 12 months ended June

30, 1953, United Gas Corp. and
subsidiaries had consolidated total

operating revenues of $191,863,-
500, and net income of $24,071,396.

The 800th office in the Beneficial Loan System
has recently been opened at Chicopee, Massachusetts.
Beneficial now serves borrowers through offices located
in 532 cities in the United States and Canada.

The 45th new unit to be added this year, the Chicopee
office is more than a measure of Beneficial's growth.
It is also the latest expression of Beneficial's continuing
policy of meeting family financing problems with realistic
help—when and where the need for it arises.

That policy is the reason why the Beneficial Loan System
in 1953 will make more than a million-and-a-half loans,

totaling approximately half-a-billion dollars.

A Beneficial Loan is for a beneficial purpose.

WILMINGTON, DELAWARE

Subsidiary Loan Companies: Personal Finance Company ... Commonwealth Loan
Company . . . Lincoln Loan Corporation . . . Workingmen's Loan Association,
Inc Beneficial Finance Co. . . . Consumers Credit Company . . . Provident :

Loan and Savings Society of Detroit j
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tions . came from a miscellany, fhao any other imposition. Cer-
predominantiy licensest though a tainly high rates and strict^en-
trickle was starting from state forcement of such/taxes can do
taxes on net incomes. Substantial about as much to equalize wealth
changes had occurred by 1941, in this country, as any other de-
and since then additional changes vice short of actual confiscation,
as shown in Table I. . - So far, however, state tax collec-
It is important to notice that fWs. source, have just

a number of the tax bases item- about kept pace with the increase
ized in Table I are also tapped by J*1 popid^oii and prices. It may
the Federal government: motor be mentioned that uniform death
fuels, alcoholic beverages, tobacco duties have been Pretty much
products, individual and corporate forced on the .states by the 80%
net incomes, passing of property Federal credit, a form Federal

The 48 states collected more tax taxation to the greater burden at death of owner. An invasion of nvfu^.n
money during the 12 months of inflation which usually accom- these tax sources is even getting m.uc" Pa. Z P°llucai P«"oso-
of the 1952-53 fiscal year than panies rising public debts. You under way by local governments, pay turned tnar way.
ever before. The preliminary fig- and I personally may not favor Income taxes are being used on an Some state Comparisions

this extension of state functions— increasing scale by municipalities .

unless we are directly benefited in Pennsylvania, Ohio, and Cali- . 11 1S qui/|~.a temP^atJ0n iook-
to an extent greater than the re- fornia, and cities are trying out J?
suiting taxes we pay. But we live taxes on retail sales, tobacco ~ " "
in a democracy, and-when "the products, admissions, gasoline, and
will of the people" desires more various businesses. The fact that
government, taxpayers have to these local taxes overlap state
underwrite the expansion. •. and Federal taxes results in a sub-

The second question has to do stantial total, as has been men¬
tioned.

States CollectMoie Taxes in 1953
' By V. J. WYCKOFF

Professor of Economics, DePauw University

Prof. Wyckoff reveals and interprets Census Bureau figures
of state tax collections in 1952-53 fiscal year. Finds trend
toward larger and larger state tax revenues continuing, and
ascribes this not only to higher costs but to more and more
state services. Finds state revenues still below expenditures,
difference being made up by Fed. subsidies and other sources.

ure is $10,542,
000,000. A 1 -
though the
Governments
Division of the
Census Bu¬

reau, which
just released
this total, had
t o include a

few estimates,
the final re-

turns somer

months later
will show

very few
changes. For
the prior fis¬
cal period ending June 31, 1952,
the total was $9,857,000,000, or

V. J. Wyckoff

reau of the Census to compare
states on a per capita tax collec¬
tions basis. Comparisons, how¬
ever, have to be qualified. One
cannot assume that if state "A"

collects more taxes per capita
,, . , ,. . . . than state "B" the citizens of the

with the relation of national in- • v7 former are worse off because of
come over a period of years to Taxes on general sales, though ,the heavier burden: The oiialitv
state taxes. Here again one has used by only 31 states,, h a v e 0> the emDlovees the roads oub-
to use dollar totals which though brought more revenue than $ny nc health, education, hospitals,and
not offering a satisfactory answer other one Source since 1944. Mich-,.other state services mav be meas-

for an individual will give a fairly igan, for instance* -in 1953 drew: nrablv hi 2her in state "A"
good idea of tax burden trends, about 47% of. its total faxes from thaw^'B V-'s- : • * *
Table I of this article gives state this source, California and Illinois> Also; specific functions may not
tax collections for selected years about 40%. This tax cannot help offered in each state on the
since 1941, and since that year but produce revenue' because it same governmental level. In one

-v. wth.n,fhis VMr Also the tx revenue, has increased just usual* is levied- ori the bulk of theVbulk of the public high-6.5% less than this year. Also trie ahout three fold. But in the same retail transactions. Its very cov- WaVK mav " bp .;ronKtrueb»A and
final report on state revenue will 12 years this country's netina- erage, however, makes it regres- ^maintained bv locdl eovemineiits:
give other sources such as Federal^ tioxiad product, the basis of tax- sive hitting persons; with low in- the same/local emDhasis maV be
aid, charges for services, .liquor ing abfiity a]so has tripled, comes ^harder than those* • with' fouhd %with welfare and ediita-
store revenue, and trust fund re- fi?UstSince 1941 tax-paying abil-more ample means, j it- ^ < 1 WTf^'iTtlS^e^t^^e
nrotabW"ecomh.B close rf 1*175'kept pace with state tax -Among the taxes on J specific expenditures and tax collectionsprobably coming close of $17.5 collections. articles in ^contrast with those on on a per £apita basis may welt ^
billion.

Of course this picture is incom- general sales the taxes.on-motor ~jower than in a neighboring state
To write of state taxj revenue as plete Again one, must consider fuels easily held fitfst place with which has removed such functions

being between $10 and $li thou- Federal and local taxes; the Fed- revenue of $2 billion. Tax collec- from hjcal control,
sand million emphasizes the point eral load is egpecially heavy lfor tions from tobacco products^ of- But per capita - tax collection
that this is a lot of money. Yet families in the middle and upper $467 million continued to - lead figures do at least offer the tax-
this is but a part of the citizen s income brackets. Estimates will alcoholic beverages; by a small payers of each state the incentive
tax bill. Total net Federal budget

vary somewhat, but it is not far margin, though the increase for to ask themselves- "Are we get-
tax receipts for fiscal 1953 came from the mark to say that in 1941 each over the 1952 sums was so ting Gur money's worth?" With
to $65 billion. Add an estimated total Taxe^^FedeTal, ""state* 'and slight as to suggest that these these "qualifica^ons
$1°, ^Ui?n, w l°CulZZTJSlS} 'ocal) were about 13% of net na" Specific,taxe? be rfchin|th« following data selected from theand the total for all governmental tional product. Now they are at point of diminishing returns. Such Census report are offered*
levels is about $86 billion. On a jeast 25%. To put in somewhat has been the contention of the
per capita basis this works out to different terms: by 1953 total tax liquor industry for several years
$538, or about $2,000 per family. revenues were 573% of 1941, m light of the heavy additional
This tax sum of $2,000 per wfcereas net national product by Federal excises. As far as tobacco

family may well be considered a ^53 was oniy 293% of its 1941 products are concerned, seven
burden especially when it is esti- base These data amply confirm more states can get in on this
mated that about 41% of the belief that the total tax burden profitable source of revenue, and
"spending units' in this country £oday js much heavier than be- the 41 now using this levy can

in mind the

1 selec

report

1953 Tax Collections Per Capita

Five highest states—
Washington $107.67
Louisiana 101.98

California 100.04

New Mexico 97.13

in 1952 had money incomes before fore world War II.
taxes of less than $3,000 a year.

Although these figures are valid,
the tax position of the low-income
group is not quite as bad as it ap¬
pears. The reason is that a sub¬
stantial part of the $2,000 tax bill

How this comparision of taxes
with income actually works out in
individual cases obviously is an
individual matter. Persons who

, . Nevada 93.36
increase rates and in many Five lowest states—

Missouri $51.09

both

cases extend coverage because
frequently only cigarettes are
taxed.

Taxes on individual and corpo-

New Hampshire _____ 50.12
Kentucky 47.29
Nebraska 42.95
New Jersey . 37.04have been retired for a decade on rate net incomes brought in $1.8

comes*fromLFecteral^andUstate net fxed dol.lar .incomf, find stata b^01Qw|f1VinntbLwnv,3 u.l^Lfh Last year the two highest states
income taxes which hardly bother taxes relatively much heavier. But statei will not always use both and tw0 lowest were the same as
spending units with less than $3,- perso"s active in business quite taxbases), the.totals for some of this yeari though the dollar
000 a year. possibly have had gross incomes the states offered a substantial amounts were slightly larger m
But for families in even the '"crease at a rate faster than state c^ec-- each case.- Per capita tax collec-

middle brackets annual taxes of |axes' lndeed faster- than toi^ ihtaiZliti t tions for a few other states fol-
at least $2,000 are very much a taxes' ■ • aaw": low: Illin0's $58, Massachusetts
reality. And as the Federal tax Sources of State Tax Revenue ' Wisconsin 45% Although Estates ?67'-York *74, and Pennsyl"
rate on individual net incomes , Wisconsin aa /c. Aitnougtt.lJ states vanja $56. ;
climbs from the minimum of 22% years, a®° 3"^ before gt present tax neither individual : Forty-one states collected more
to the maximum of 88%, such a ^°.rld War 1 total state tax co1" nor corporate net uncomes, they
tax combined with those on sales ec lons were only about $300 mil- could enter this field. But as long theke lrexc^ded thTfs-steteLaA CUillUfflCU W X Lll LI1U&C UI1 bctfCS ,. , , . , - i T I , ., " LI1C3C ID c^uccucu nit: tO-SUILt;

and property may well be con- J °" ^winch one-halt came.from as-Federal ratea , on these same average jncrease 0f 7%; Leading
.. ". levies on property. Inheritance bases remain1 high •: public opinion the ,ist were Aiabama and Nevada

moving to a Caribbean island, 'IT" . aame^pro- same aigun.eut appnes Utah brought in 8.4% less in taxes
they should get the answers to port,on.- Taxes,°" motoJ chicles raising existing state tax rate on than jn 19s52 South Dakota 73%

ZZ JUf „g .g Und6r way; net incomes less and fi/e other states with
Z h 1° J .k" mnt0r „Death and glf' taxfs postslbly relatively minor declines in totalfuels. The balance of the collec- offer more sociological overtones taxes Again it must be empha-

at least two questions: First, why
are taxes so high? Second, how
does national income, which is
the basis of tax-paying ability,
compare with the tax bill over a

time period? Let me make a few
; comments on each of these ques-

, tions, with initial reference to
7 state tax collections.

More Services From States

; Probably the major reason that
taxes have increased during the
past halt-century with a few ex¬

ceptions is that we as citizens have
been demanding -and receiving
more services from our state gov¬
ernments. This "more" is both

quantitative and qualitative. Be¬
cause we have demanded more we

have had to pay more ;in taxes
wisely preferring the burden of

TABLE I

State Tax Collections, by Major Sources: 1953, 1952, 1944, and 1941
. " ' ' • Tax Collections % Chge. % '

Tax Source ——(Amounts in Millions] 1952 to Distrib,

(and no.of states using tax in 1953) 1953 1952 1944 1941 1953 1953'

General sales & gross recpts. (31)__ $2,433 $2,229 $721 $575 9.2 23.1

Motor fuels (48) 2,017 1,870 685 913 7.8 • 19.1

Alcoholic beverage sales (48) 465 442 267 216 5.4 4.4

Tobacco products (41)_. ' 467» 449 160 106 4.0 4.4

Motor vehicle & oper. licenses (48) 1.012 924 394 434 9.5 9.6

Indiv.-& corp. net Income (31,33) 1,779 1,751 762 422 1.6 16.9

Property (45) .__ 365 370 247 268 —1.3 3.5

Death & gift (47) 222 211 112 118 5.2 2.1

Severance (24) 286 272 71 53 5.4 2.7

Other tax sources, ; - 1,496 • 1,347 646 501 11.1 13.8

Total tax collections ___^_$10,542 $9,857 $4,065 $3,606 7.0 100.0

.. Reference:,State Tax Collections in 1953 (similar source for prior years), -Bureau
of the Census, Washington, Aug:-31, 1953. The figures in parentheses after each tax
source Indicate the number of states using this particular tax base; 31 states taxed
individual net Incomes, 33 taxed corporate net incomes. The Social Security unemi .

ployment compensation tax is not included in this table.

sized that increases or declines in
tax collections over a one year

period afford no sound basis for
interstate comparisions o f effi¬
ciency of administration or real
tax burdens. At the same time

striking contrasts continued over

a time period do justify taxpayer
interest and inquiries.

Will States Taxes Become

Heavier?

The answer to this question lies
in large part in a combination of
the demands of citizens for more

state services, the present finan¬
cial conditions of states, and _the
quality of state administration. 7-
Biehnial legislative sessions on

the odd . years for most / states
brought a flood of such meetings
in the early months of 1953. For
the most part the governor's mes¬
sages this year were rather opti¬
mistic as far as the financial con¬
dition of their respective states
was concerned. (The governors of
only a few states admitted serious
conditions.) The continued high
level of business activity has
brought in good tax revenues
from existing rates. And in some
states the World War II surpluses
offer a cushion against actual
operating deficits, though a cush¬
ion of diminishing thickness.
But the fact remains that for

the 48 states as a group tax col¬
lections, have not for years cov¬

ered general expenditures. The
difference has been made up by
other components of general rev¬
enue: Federal aid, charges for
state services, and miscellaneous
items. (Add trust fund receipts
such as unemployment "taxes"
and enterprise earnings to general
revenue, the result is total state
revenue.) Moreover, even the total
of general revenues has not
equalled general expenditures for
4he past three years—one of the
reasons for the three-fold increase
in total state debt since 19467
' If anything is to be done about
this expenditure-i n-e x c e s s-of-
revenue situation /in State; gov¬
ernments, there are at least two
lines of action for the taxpayer.
The first is to bring state budget
into balance with a minimum of

exceptions. Pressures to this tend
must be brought "for. the most
part, I believe, by. the taxpayers.
This means that we as private
citizens must inform ourselves di¬

rectly or through taxpayers asso¬

ciations about the finances of our

.respective states (and local gov¬

ernments) and maintain an in-
interest in how money is raised and
spent. This also means that we
must realize that individually or
in pressure groups demands usu¬

ally cannot be made for more or
better state services unless we are

willing to match such increased
expenditures with more taxes.
Civic standards of living will
vary among states as living stand¬
ards do among households. The
point is that taxpayers should de¬
termine the public services they
deem necessary and be willing to
pay the costs.
The second line of action is

closely connected with the first,
namely, to get our money's worth
as taxpayers. We can have dual-
lane highways, air-conditioned
schools, safe prisons, modern hos¬
pitals, but these can be bought at
too high a dollar cost. The key, I
believe, lies in the quality of ad¬
ministration in the various state

departments/Relative to this point
there is an axiom based on years
of experience: ' We get what we
pay for. This may be colloquial
English, but it comes as near the
truth as one will find, and it is
as applicable to state administra¬
tion as to household management.
Let me point this up. : . 't
State government is big busi¬

ness. Last year total revenues of
individual states according to
Census reports ranged from $35
million for Nevada to $1,776 mil¬
lion for New York. For the 48
states the average was about $350
million. This was and is a lot of
money. And how in our democ¬
racies are such sums admin¬
istered? Final determination of the
amounts needed is made by state
legislators who give a few months
(even then part time) usually
every other year to the task of
government. To such tasks they
bring experiences which range
from zero to years of public serv¬
ice. Their pay is very nominal,
even, though for some the per
diem rate may be above ususal
earnings.

r The day-by-day administration
of the sums finally approved is
under the direction, of 1 the gov¬
ernors of the respective states^
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departmental heads, and the office
staffs which may or not change in
composition with' every shift of
political winds. As good demo¬
crats (a small not a cipital "d")
we insist that holding public of¬
fices shall represent service not

profit, and thus, also insist that
salaries shall be modest.
One could go into considerable

detail, but let me give a composite
picture: It is a state government
with annual gross revenues and
expenditures of about $350 mil¬
lion run by (publically) hired
managers called governors, at¬
torneys, comptrollers who at most
are paid $25,000 (governors of
three states) and average $6,000
to $12,000 a year. (Governors usu¬

ally are also furnished a house
and maintenance.)
What does private business do

in comparision? That is, what are
we as consumers willing to pay
for private goods and services?
Here again let me generalize: A
private business concern with
gross revenues around $350 mil¬
lion a year will pay its top execu¬
tive $75,000-$125,000 a year, and
its several Vice-Presidents (de¬
partments heads) $40,000-$75,000.
Although this comparison of

salaries in state government with
those in private business where
similar dollar amounts are in¬
volved needs certain qualifica¬

tions, is not this conclusion in
large part justified?:-The Ameri ¬
can people want top quality gov¬
ernment at bargain-b asement
prices. '
There is no definitive, all satis¬

fying solution to this contradic¬
tion. There are, however, certain
procedural changes which can

help. One is to pay public offi¬
cials a salary commensurate with
positions of similar responsibili¬
ties in private business. Second,
assure longer terms of office. It
is absurd to change top govern¬
mental officials every two to six
years and expect sound fiscal ad¬
ministration. Third, establish civil
service requirement up to the top
policy-forming level, but don't
make it too difficult to get rid
of the inefficient.

Basic, absolutely basic to any

revision along the above lines are/

groups of citizens which are will¬

ing to give time, energy, and
money to promote good govern¬

ment on every level. In light of
the indifference which most of

us show toward voting in the

primaries and toward the quality
of our legislative representatives
and public officials, we probably
get better government in most in¬

stances than we deserve.

Securities Salesman'sCorner
By JOHN BUTTON

Our Reporter on Governments
By JOHN T. CHIPPENDALE, JR.

A Success Story Based Upon Faith in a Sound Idea
June, 1932 was hardly an aus- facts to each customer upon which

picious time to start an investment the operations of each account are
advisory business. But J. Henry based.
Helser did just that. Today the Considering that this firm start-firm has 25 offices located ed business with only an idea and
throughout Oregon, Washington, a mere handful of accounts, andand California, with headquarter today it serves over 3,500 clientsoffices located in Portland, Ore- located in nearly every state in
fion. the Union, Europe and the Orient,The firm has an unusual method the soundness of their approach toof handling its accounts. The basic the problem of investment man-
approach is that each client has agement seems to be fully tested
an individual problem. The by the events of the past 20 yearsclient's situation is studied and a they have been in business,
portfolio of investments is pre- From an advertising standpointpared to specifically attempt to the firm recently heid an exhibitobtain the objectives that the cus- at the 0regon state Fair whichtomer feels are most important. they believe was extremely suc-Acting as investment managers cessfub They estimate that 2,500the Helser Company acts as an ad-

people actually entered theirvisor and suggests the securities booth for conversations about se-to be purchased and sold in eacn curities. They distributed 8,000account. A charge of $1.00 a share p|eces Gf free literature on behalf
is made on each purchase and the 0£ the New York Stock Exchangesame rate is charged on each sale. member firms which handle se-A fee of $10.00 per $1,000 of face curjtjes transactions for Helservalue of bonds is charged at the ciients, explaining services of thetime of each purchase or sale, brokers and the mechanics of se¬

veral member firms of^ investing. In the boothYork Stock Exchange execute the
were displayed a Trans-Lux pro-orders transmitted to them bythe jector and ticker. A WesternHelser.firm; these brokerage firms union keyboard attachment washold both securities and funds be-
used to flash a message on thelonging to investor clients and Trans-Lux projector that waseach account is opened in the printed on a specially prepared

clJeunt,£Lnai£ebroker select- ^pe that explained exactly whated by the Helser Company and to the machine was, and how stockswhom the client has given ap- were bought and sold on the New
proval. York Stock Exchange.
The policy of investment is to xhe Helser Company handlesuse only those securities of basic small accounts as well • as those

industriesin tried and proven ^hich are substantial in size. It
companies with- emphasis placed was the idea of helping the "littleon'stocks and-lwnds listed'On the

fen0w," as well as those who hadNew York Stock Exchange. sums running into the millions
Another unusual feature of the that first suggested the plan for

Helser plan is that it is suggested this company to J. Henry Helser.
to 1 each client that his account Today many of his customers are

should be opened on a credit basis, employees of the firm. Others are
leaving to the discretion of the representatives located in various

. managers when it might be desir- states throughout the country. The
able to borrow funds for the ad- policy of selecting sound securi-
dition of securities to the client's ties for each account— analyzing
account. Each account has its own the needs and objectives of each
reserve funds and the policy also account and charging a flat fee
provides for a monthly check to for this service, based upon trans-
be sent to each client that is based actions when they are executed,
upon the estimated earnings from has proven to be a satisfactory
the account during a full-year pe- method of solving the investment
riod. In addition to the continuing problems of many people who
information sent to each client by have tried the Helser plan, and
the brokerage firm* that handles has been instrumental in building
the physical properly/itself, the this rather unique investment
Helser firm supplies,^ the invest- management organization to its
ment management; .and material present lofty stature.

The offering by the Treasury of a 2%% bond due Sept. 15,
1961, to raise new money in the amount of $2,000,000,000 was well
received by a market which has been built up in recent weeks to
levels where almost any kind of an issue put out by the govern¬
ment would be a successful one. The new obligation will result
not only in a lengthening of maturity as far as the mosjt, recent
financing is concerned but it will also show a minor reduction in
the coupon rate. This new money raising effort by the Treasury
will bring the government debt about as close to the limit as it
can comfortably be when allowance is made for the other forms
of new money raising. This is the prime reason for the cessation
of sales of the series "C" tax notes.

Respite Due in New Financing
With the new money financing, which is pressing the debt

limit, out of the way there is not likely to be any other im*-'
portant undertakings for a while by the Treasury aside from re-
fundings. The December operation, the next refunding, may result
in a part of this maturity being extended but as a whole it seems
as though the government security market is,going to have a
breather from new offerings and maturity extensions. This should
help the outstanding obligations.

Some Price Reaction Expected
Although there are an increasing number of money market

followers that are getting aboard the bullish bandwagon because
there appears to be no particular sense in fighting it any longer
there is a growing feeling among certain of them that some kind
of a reaction in prices should be in order. The advance in quota¬
tions has been sharp and fast and this usually brings with it a
certain amount of indigestion that is not relieved until there is
some consolidation which is generally worked out through a period
of backing and filling. To be sure, we have had experiences like
the present one in the past because, when an advance gets under
way, it feeds to a certain extent on its own momentum because
sellers pull away from a rising market after the initial resistance
levels have been broken through.

Although the market's trend appears to be based on a very
solid foundation because of the changed monetary policy which is
now towards easier money conditions, and this has been expressed
in a tangible way by lower reserve requirements and open market
operations, there is, nonetheless, not an unimportant number of
money market followers who believe there will have to be a fairlysizable shake-out in quotations of government securities in the
not distant future. They point out that the investment buying,while substantial at times, has not been and will not be sizable
enough to support the levels that are being talked about because
buyers are showing a reluctance to step up and take securities in
an advancing market. They also indicate that the professional-
element in the market, which is still very important, has to be
slowed down before prospective buyers will be inclined to put
important funds into certain Treasury issues.

It should be borne in mind that those who are looking for a
reaction in prices of government obligations are not bearish on
these securities but they believe the technical position of the
market will have to be improved before important investment
buying will make an appearance in the picture. It could be also
that there is nothing more disappointed than a sold out bull wish¬
ing for an opportunity to get back in again at lower prices.

The Bullish Argument
On the other hand there are those who believe that the gov¬

ernment market will continue to move ahead because there will
be more funds available for investment as time goes along and
this will force investors into the market in order to get earningswhich will not be forthcoming from former sources of income.
They also are of the opinion that it will not be too long before
reserve requirements will be reduced again and the prime rate as
well as the rediscount rate will be lowered. These forces, all of
which make for easier money conditions, are among the more
important bullish factors that are being cited by the bulls on the
government market. Likewise they are not looking for any im¬
portant reaction in prices of Treasury obligations. They point outthat if and when there is backing and filling in prices of govern¬
ment securities it will not be of substantial proportions and these
set-backs, when they do develop, should be availed of to build
position in one's holdings of Treasury obligations.

Market Briefs
The state funds which have been the important buyers of the

longest-term issues, according to reports, have been pushed out
of their top position by private pension funds which have been

, very active in the discount 2^s. Some of these purchases, it is
indicated, represent switches from short-term securities, with the'
balance of the funds being accounted for by new money.

Commercial banks, those in the larger money centers as well
- as the smaller out-of-town ones, continue to lengthen maturities,with the longer intermediate term issues getting most of this buy¬ing at the present time.

NASD District 13

Receives Slate
District No. 13 of The National

Association of Securities Dealers
announces that Raymond D. Stit-
zer, Chairman, Philip L. Carret,

H. Warren Wilson Oliver J. Troster -

Robert L. Lewis, John H. Kitchen
and Orland K. Zeugner were ap¬
pointed as a Nominating Commit¬
tee to make nominations for two
Governors and four Committee¬
men to succeed those whose terms
of office will expire on Jan. 15,
1954.

This Committee has submitted
the following:

Board of Governors

... H. Warren Wilson, Union Se¬
curities Corp., to succeed Carl
Stolle,i G. A. Saxton 6c Co., Inc.
Oliver J. Troster, Troster, Singer
& Co., to succeed, Paul Devlin,
Blyth & Co., Inc.

District Committee

Ernest W. Borkland, Jr., Tucker,
Anthony & Co., to succeed Charles
M. Kearns, Kearns & Williams.
Allen J. Nix, Riter & Co., to suc¬

ceed, Joseph S. Nye, Cosgrove,
Miller & Whitehead; Robert C.

Johnson, Kidder, Peabody & Co.;
to succeed, Walter W. Wilson,
Morgan Stanley & Co. Philip H.
Gerner, George D. B. Bonbright
& Co., to succeed Nathan Oppen-
heimer, Jr., Vietor, Common,
Dann & Co.

Additional candidates may be
nominated Oct. 22. If no addi¬
tional candidates are proposed,
the candidates nominated by the
Nominating Committee will be
considered duly elected.

With E. F. Hutton Co.
(Special to The Financial Chronicle)

CHICAGO, 111. —Frederic Cim-
erblatt has become affiliated with

E. F. Hutton & Company, Board
of Trade Building. He was for¬
merly with Paul H. Davis & Co.
and Hornblower & Weeks.

Saunders, Stiver Adds
(Special to The Financial Chronicle) *

CLEVELAND, Ohio—Irma H.
Bender has been added to the
staff of Saunders, Stiver & Co.,
Terminal Tower Building, mem¬
bers of the Midwest Stock Ex¬

change. -
, _

With Bache & Co.'
(Special to The Financial Chronicle)

CINCINNATI, Ohio—Frank J.
Casey has become connected with
Bache & Co., Dixie Terminal
Building. He was formerly with
W. E. Hutton & Co. as Manager
of their Wilmington, Ohio office.

Joins Hornblower & Weeks ' With Frank L. Edenfield
(Special to: The -Financial Chronicle)

CLEVELAND, Ohio—Robert E.
Law has become affiliated with
Hornblower & Weeks, Union
Commerce Building.

(Sptecial to The Financial Chronicle)

- MIAMI, Fla.—Albert F. Du-
Verger is now connected with
Frank L. Edenfield & Co., 8340
Northeast Second Avenue.
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zations 6J/4%. Thus the special children to the parents, and ' in pay such benefits sometime in the
tax collected by the Government certain cases to other designated luture, before it becomes bank-
on account of employee represen- persons. The lump sum payments rupt under a deficit fiscal policy,
tatives is $56.25 per month, based are calculated pursuant to com- It does not take a financial
upon an average monthly com- plicated formulae, and are sub- genius to understand that the
pensation of $300. ject to such credits, deductions Retirement Act permits the Gov-
While these special Federal and conditions that, in most in- ernment either (a) to use in the

taxes on carriers, employees and stances, they are not of great first instance or (b) to borrow
employee representatives are not value to the employees' surviv- from itself to use, substantially
set aside as a trust fund for the ing widows, widowers, children all of the funds annually collected
payment of retirement and death or parents. A full discussion here under the Railroad Retirement
benefits under the Railroad Re- would be confusing rather than Tax Act, for the payment of its
tirement Act, the tax Act in ques- helpful. obligations generally (including
tion was passed to provide (theo- The survivor annuities for the payment of the identical ob-
retically) funds for the payment widows, widowers, and children ligations in which the funds are
of such benefits. or parents are based upon the required to be invested); and for

amount of the decedent's com- financing other "social" misad-
Railroad Retirement Act pensation. The amount of each ventures.

The Railroad Retirement Act person's annuity is not important
(originally passed in 1934) lists for the purpose of this discussion, Railroad Unemployment Insurance

The hodge-podge of Federal 'employee' shall include an em- five classes of individuals en- as the aggregate thereof for a Act
laws applying to railroads and ployee of a local lodge or division titled to retirement benefits; pro- family group is limited to $1-30.00 On June 25, 1938, after the pas-
"their employees, as distinguished defined as an employer . . . only vided that they shall have com- per ^ month, subject, however, to sage of the first three Acts above
from laws affecting non - carrier if he was in the service of or in pleted 10 years of service. These an increase to $168.75, if other- listed, Congress passed the Rail-
employers and employees, has the employment relation to a classes include "employee repre- wise the family group would not road Unemployment Insurance
been concocted under, and its pur- carrier on or after Aug. 29, 1935." sentatives," who, in spite of the receive combined annuities equal Act. Under it the railroads are

pose disguised with devilish cun- One more definition is important. 100% greater tax, receive no to those to which they would be required to make "contributions"
ning in the fantastic phraseology It is—"The term 'employee' in- greater benefits. entitled under the Social Security (in addition to the exhorbitant
and verbosity of, the following eludes an officer of an employer." The first designated class covers Act, if applicable. taxes under the tax Act) of a
Acts of Congress: , Construing the last two para- individuals (male or female) of .

^ . minimum of Vz% and a maximum
,
„ r , T ' graphs, every officer and em- 65 years of age or over. The Railroad Retirement Account of 3% of up to $300 of ea<± em_
Kaiiway Baooi L,aw.

ployee of all railway labor or- second designated class, added in The special Federal taxes im- ployee's monthly compensationKaiiroaa Ketirement Act.
ganizations, national in scope 1946, covers women of 60 years posed by the Railroad Retirement (depending on the annual balance

Kaiiroaa Ketirement lax Act.
(except subordinate officers who of age and over with 30 years of Tax Act are required to be col- in the Railroad Unemployment
are employees of a local lodge or service. As the maximum number lected by the Bureau of Internal Insurance Account, hereinafter
division), regardless of whether of "years of service" applicable Revenue and paid into the Treas- referred to), to provide railroad

- These four Acts dictate and they are railroad employees are in calculating retirement benefits ury of the United States as "in- employees with unemployment
control all railroad employer-em- classed as employees for the pur- is 30, the only difference between ternal revenue collections." They insurance. Employee representa-

Discrimination Against Railroad
Employees Under Federal Laws

By FRANK R. HURLBUTT
Member, New York and West Virginia State Bars

Calling Federal laws relating to railroad employees class legis¬
lation," Mr. Hurlbutt says they operate to exclude railroad em-

^ ployers and qualified employees from benefits of the general
laws governing labor relations, the Social Security Act, and
laws of various states providing for unemployment compensa¬
tion. Discusses various Acts relating to railroad employees, and
advocates the railroads and their employees join in campaign
for repeal of Federal legislation discriminating against them.

Railroad Unemployment
Insurance Act.

poses of the Acts. Thus it was that men and women, each with 30 are not allocated, except to the tives are required to make "con-
such officers and employees ob- years of service, is the five year extent hereinafter mentioned, to tributions" of a flat 3% (in addi-
tained the privilege of collecting age advantage of the traditional the payment of retirement or tion to their 12V2% tax), but no
retirement and unemployment weaker sex. Thus a man of 65 survivor annuities but are "contributions" are exacted from
benefits, as railroad employees, years and a women of 60 years, mingled with other internal rev- the employees, as such,
from the United States Govern- each with 30 years of service, are enue collections and are thus These so - called contributions
ment, with related survivor bene- entitled to the same amount of available for the payment of gov- are coliected by the Railroad Re¬
fits for their families. In this retirement benefits, which is the ernment expenses generally. tirement Board and deposited by
connection, it should be noted maximum amount payable under The Act, however, provides for it with the Secretary of the Treas-
,that the Railroad Retirement Act any classification. For the pur- the creation of an account on the ury gucb part as equals 0.2% of
was originally enacted prior to pose of this discussion, the other books of the Treasury Depart- the totai compensation on which
the passage of the Social Security three classes, entitled to smaller ment, known as the "Railroad the contributions are based (not
Act. retirement benefits, need not be Retirement Account." In order q-2% of the contributions) is de-
So that the power of the big considered. to provide for the payment of posited to the credit of the "Rail-

labor bosses could not be seriously The Retirement Act designates retirement and survivor annui- road Unemployment Insurance
threatened, the Acts classified as the retirement benefits as "an- ties, which may become payable Administration Fund," and used
"employee representatives" (and nuities," which, of course, they during any fiscal year, there is together with other funds, ad-
at the same time penalized) of- are not. For the purpose of the authorized to be appropriated to vanceci by the Secretary of theers and employees alike, and fleers and official representatives Act, however, an annuity is de- the account for each such fiscal Treasury or appropriated by Con-exact additional contributions of railway labor organizations fined as a monthly sum, which is year an amount estimated to be g^ggg foi* the purpose, to pay thefrom the employers, from which not national in scope. An "em- computed by multiplying an in- sufficient (with a reasonable mar- expenses of administering the Act

(t™allJ.! „the various so- ployee representative," is defined dividual's "years of service" by gin for contingencies) for such AU fundg credited to the accountcalled benefits are paid. , as "ar]y officer or official repre- the following percentages (in purpose. The Railroad Retirement are required to be mingled andThis'class legislation (together sentative of a railway labor or- force since 1951) of his average Board is required to submit an- undivided. The balance of thef 1 1 M t nD n i~VlA V1 I?n rlOV*ul "I OUIC VY"l on . u — i.' ^ J.7« _J. ».. T T. _ .. ... ... il. I _ J • A • i . ■*-* t n r\ 11T r 4- /a 4-In (_?nviAnn 4-V* o .

t , _ . -

contributions is credited to the

2.75% of the first $50.00; "Railroad Unemployment Insur-
2.07% of the next $100.00,
and 1.38% of the next

$150.00.

ployee dela¬
tions, and pro¬
vide for cer¬

tain payments
upon the re¬

tirement or

u n e m p1oy-
ment of ratl¬
in o a d em¬

ployees, and
payments up¬
on death to

certain of their

survivors.

They also levy
e x o r b itant

special taxes
upon employ-

Frank k. Hurlbutt

with the other Federal laws men- ganization other than a labor or- monthly compensation, to wit:
tioned below) operates to exclude ganization included in the term
railroad employers and qualified •<employer' as defined" in the Acts,
employees from the application of while "employee representatives"
general Federal laws governing are classified as employees and
labor relations and wages and thus permitted a "take" under the
nniirc! n-F xnArlr iVto "Cnnr ol a _i... jt. . 1 • _i" 4 aa rw •

nually to the Bureau of the
Budget an estimate of the appro¬

priation to be made to the Ac¬
count. These are the only pro¬
visions in the various Acts al-

ance Account."

The Railroad Unemployment

lowing allocating any of the Insuraoce Account is also a book
hours of work, the "Social Secur- Acts, they are penalized 100% in Therefore, the highest possible, special taxes collected under the ft ITSpmninJlpntlty Act, and the laws of the special taxes for the doubtful retirement annuity, based upon tax Act for the payment of the _ctoW{ch_jvarious States providing for un- privilege. How politic the "big average monthly compensation of annuities, despite the published Qll-ff Sr AlV mnnL
enH?u0yimwu^compensation. boys" were in discouraging com- $300 and 30 years of service, pay-' statements of the U. S. Railroad ^lal S«ecu:lityAct A1 eyThe last three of he Acts above petition. able after all employee (or em- Retirement Board that "Congress "edited to and mingled m thelisted were originally enacted in Turning now to the respective ployee representative) reaches the appropriates the full amount col- Kanroad unemp y 1the early rank years of the "New Acts in question, attention is di- age of 65 or 60 years, as the lected to the Railroad Retirement a?c? o?un are lDeal ; undoubtedly with a politi- rected to the Railroad Retirement case may be, is $165.60 per month.- Board," and that "The funds not £}ed W1.th m°neys be S Scal eye to eventual government Tax Act. As above pointed out, for this needed immediately for benefit the various State unemployment
ownership of railroads As might so-called retirement "benefit," the. payments are held' in a reservebe expected of legislation enacted ! Railroad Retirement Tax Act employee pays $18.75 per month account." the Fed^fal Unemployment Ac-at such a time and under such This Act was originally adopted and the Government receives ... count. Thus railroad unemploy-
dictation, these Acts were' de- as the "Carriers Taxing Act of $37 50 per month (another $18.75 Investment of Funds (Credits) in ment-insurance moneys lose their
signed to perpetuate political 1935." It was later repealed and from the employer). In the case the Railroad Retirement Account identity as a fund appropriated
power; not only of the publicly re-enacted as the "Carriers Tax- of employee representatives, they At the request and direction of expressly for the payment of un-elected politicians but. also of the ing Act of 1937." By Act of Feb. 10, pay $37.50 and the Government the Railroad *Retirement Board, employment insurance to railroadplutocratic bosses of the nation- Jl 939, it was incorporated into the receives $56.25 per month. the Secretary of the Treasury is employees,wide railway labor organizations. Internal Revenue Code, and under A rPPent amendment of • the required to invest such portion of The Railroad Unemployment

The Railway T ahnr Taw Amendment of July 31, 1946, it Act provides for an annuitv to the amounts credited to the ac- Insurance Act provides for the
. ay Lab°r Law

. was designated the "Railroad Re- fhe snousf of L annuitant if count as, in the judgment of the payment of unemployment, and
..Ami Raj'way Labor Law is tirement Tax Act," its present sn(,u SD0Use is either 65 vears old Board, is not immediately re- sick benefits to employees whopossibly (without implied ad- title. 1 s"eh'P°"sr?'sae^hey5 uy„X 8 Q^ed for the payment of the receive over $300 per year. Themission) no worse, at the present , Under this Act the employees "ifmHeri hnw^er. m"™- annuities, in interest bear _ . .

ligations of the United States or mum to $7.50 maximum per day,
years; limited, however, to a max- annuities, in interest bearing ob- benefits range from $3.00_ mini-

. i, . ' —- v. ivyiuiitu tyj ya.j imnm nf $4.0 on nor month A« a ligations of the United States or mum to $7.50 maximum per day,for the employers and the public 614% of the first $300 of their thn romhtnpd maximum in obligations guaranteed as to based upon compensation ranging
t^than other labor legislation of railroads are required to paylor the employers and the public 614% of the first $300 of their rps?ll1f thp rnmhinpd maximum in oouguiiuns yuarunieru as iu uctscu u^uii wmficimauun

TSSiS^ Ct0mPensa,ti?n' aa annuities (which could aoplv only both principal and interest by the from $300 to $3,600 per year, ex-
and |ent'nC°wnm ebead?recht|rde,«no ^^^00Department,^

j x 1 _ \ ujiiisa lhlcs in maternity cases, where

thp nth" fh"" itcvutuc ^diuuuH, Wiucn tney of^n emDlover^nd sDOuse1 could It will thus be readily seen that, 1% times the pertinent rate isthe other three Acts above listed; are not permitted to deduct in °Lch Tu? never exceed $205 60 of a11 the millions of dollars col- paid for 28 days. These benefitsand it is believed, correctly class- computing net income - for- leach, but never exceed, $2U0.bU ......
come tax nurnnses

in"
oer month A minimum is also lected in special taxes each year are limited to 130 days in any one

The com- Provided for that these com- the railroads and abstracted year, except for a maternity pe-

mcludes "any railway labor or- are thus taxed $18.75 per month, ' Ac ($168 50)ganizations national in scope, . . . The railroads pay the same bocial becurity Act ($lb».5U).
and their State and National leg- amount so that the special tax

A. _T J.T. • 1 -« j . _ _.

includes i(any railway labor'or- and survivor benefits under the
each year> by a book account 0nly, The funds in the so-called "Un¬
to the payment of annuities; and employment Trust Fund," with

.

, .. ... . -- — Survivor Benefits that such part of the annual a1- which the "contributions" exacted

era! committeet^aTd their SZ~!°™,d the. Gov?™ment «n Provisions are made in the location not immediately needed under the Railroad Unemployment
e„>rnr,n» f 4 , .u ' account of each railroad em- Railroad Retirement Act for cer- may be invested but only in ob- Insurance Act are mingled, are
Inrnl • " Ployee (not including "employee tain lump sum payments and an- ligations of, or guaranteed by, the subject to the same hocus-pocus,local lodges and divisions. representatives") is $37.50 per nuities £ wido£sy widowers^ and United States. prestidigitation and honey-fug-
ir. nf • ArnJ <<emPloyee"uas defined month. children of employees, provided Thus the railroad employees gling as are the funds in the Rail-m me Acts includes any indi- The rate of the special tax the children are under 18 years must deoend solely for their ex- road Retirement Account. Theviauai in the service of one or levied on "employee representa- and unmarried (and go to school pected benefits on the ability of government can borrow from lt-re employers for compensation; tives," above identified, is 121/2% after reaching 16 years), or where a government, which continually self all such funds as are not cur-
provided, however, that the term and on the employer labor organi- there is no widow, widower, or spends more than its income, to rently needed, by investing the
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Discrimination Against Railroad
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By FRANK R. HURLBUTT

Member, New York and West Virginia State Bars

Calling Federal laws relating to railroad employees "class legis¬
lation," Mr. Hurlbutt says they operate to exclude railroad em¬

ployers and qualified employees from benefits of the general
laws governing labor relations, the Social Security Act, and
laws of various states providing for unemployment compensa¬
tion. Discusses various Acts relating to railroad employees, and
advocates the railroads and their employees join in campaign
for repeal of Federal legislation discriminating against them.

zations 6%%. Thus the special children to the parents, and in pay such benefits sometime in the
tax collected by the Government certain cases to other designated iuture, before it becomes bank-
on account of employee represen- persons. The lump sum payments rupt under a deficit fiscal policy.-

_ _ tatives is $56.25 per month, based are calculated pursuant to com- It does not take a financial

Employees Under Federal laws rsmonth,ycom-&&"aF J ■

■

While these special Federal and conditions that, in most in- ernment either (a) to use in the
taxes on carriers, employees and stances, they are not of great first instance or (b) to borrow
employee representatives are not value to the employees surviv- from itself to use, substantially
set aside as a trust fund for the ing widows, widowers, children all of the funds annually collected
payment of retirement and death or parents. A full discussion here under the Railroad Retirement
benefits under the Railroad Re- would be confusing rather than Tax Act, for the payment of its
tirement Act, the tax Act in ques- helpful.

_ _ obligations generally (includingtion was passed to provide (theo- The survivor annuities for the payment of the identical ob-
retically) funds for the payment - widows, widowers, and children ligations in which the funds are
of such benefits. or parents are based upon the required to be invested); and foramount of the decedent's com- financing other "social" misad-Railroad Retirement Act (pensation. The amount of each ventures.
The Railroad Retirement Act person's annuity is not important ______

(originally passed in 1934) lists for the purpose of this discussion, Railroad Unemployment Insurance
The hodge-podge of Federal 'employee' shall include an em- five classes of individuals en- as the aggregate thereof for a c

</ Jaws applying to railroads and ployee of a local lodge or division titled to retirement benefits; pro- family group is limited to $lv0.00 On June 25, 1938, after the pas-their employees, as distinguished defined as an employer . . . only vided that they shall have com- per month, subject, however, to sage of the first three Acts abovet from laws affecting non - carrier if he was in the service of or in pleted 10 years of service. These an increase to $168.75, if other- listed, Congress passed the Rail-? employers and employees, has the employment relation to a classes include "employee repre- wise the family group would not road Unemployment Insurancej been concocted under, and its pur- carrier on or after Aug. 29, 1935." sentatives," who, in spite of the receive combined annuities equal Act. Under it the railroads are; pose disguised with devilish cun- One more definition is important. 100% greater tax, receive no to those to which they would be required to make "contributions"ning in the fantastic phraseology It is—"The term 'employee' in- greater benefits. entitled under the Social Security (in addition to the exhorbitantc and verbosity of, the following eludes an officer of an employer." The first designated class covers Act, if applicable. taxes under the tax Act) of a
Construing the last two para- individuals (male or female) of , 1. w , 4n/lftlint minimum of %■% and a maximum

graphs, every officer and em- 65 years of age or over. The Railioad Retirement Account of 3% of up to $30() of each em_
ployee of all railway labor or- second designated class, added in The special Federal taxes im- ployee's monthly compensation
ganizations, national in seppe 1946, covers women of 60 years posed by the Railroad Retirement (depending on the annual balance
(except subordinate officers who of age and over with 30 years of Tax Act are required to be col- in the Railroad Unemployment
are employees of a local lodge or service. As the maximum number lected by the Bureau of Internal Insurance Account, hereinafter
division), regardless of whether of "years of service" applicable Revenue and paid into the Treas- referred to), to provide railroadThese four Acts dictate and they are railroad employees are in calculating retirement benefits ury of the United States as "in- employees with unemploymentcontrol all railroad employer-em- classed as employees for the pur- is 30, the only difference between ternal revenue collections." They insurance. Employee representa-
poses of the Acts. Thus it was that men and women, each with 30 are not allocated, except to the tives are required to make "con-such officers and employees ob- years of service, is the five year extent hereinafter mentioned, to tributions" of a flat 3% (in addi-tained the privilege of collecting age advantage of the traditional the payment of retirement or tion to their 12V2% tax), but noretirement and unemployment weaker sex. Thus a man of 65 survivor annuities but are "contributions" are exacted from
benefits, as railroad employees, years and a women of 60 years, mingled with other internal rev- the employees, as such,from the United States Govern- each with 30 years of service, are enue collections and are thus These so - called contributionsment, with related survivor bene- entitled to the same amount of available for the payment of gov- are conected by the Railroad Re¬fits for their families. In this retirement benefits, which is the ernment expenses generally. tirement Board and deposited byconnection, it should be noted maximum amount payable under The Act, however, provides for it with the Secretary of the Treas-.that the Railroad Retirement Act any classification. For the pur- the creation of an account on the

ypy. Such part as equals 0 2% ofwas originally enacted prior to pose of this discussion, the other books of the Treasury Depart- ^ai compensation on whichthe passage of the Social Security three classes entitled to smaller ment, known as the Railroad thp contributions are based (notAct. retirement benefits, need not be Retirement Account." In order 0^% 0f the contriLtions) is de-So that the power of the big considered. to provide for the payment of posited to the credit of the "Rail-labor bosses could not be seriously The Retirement Act designates retirement and survivor annui—
^oad Unemployment Insurance7ZT" Hurlbutt threatened, the Acts classified as the retirement benefits as "an- ties, which may become payable Administration Fund," and used"employee representatives" (and nuities," which, of course, they during any fiscal year, there is together with other funds ad-at the same time penalized) of- are not. For the purpose of the authorized to be appropriated to va* Pfj hv thp QPrretarv of the

and employees a. • ' • an3 licers and official representatives Act, however, an annuity is de- the account for each such fiscal
Treasurv or annroDriated bv Con-

* exact additional contributions 0f railway labor organizations fined as a monthly sum, which is year an amount estimated to be grASc, fy the PPrDose to Zv the% /4um ^ employers, from which not national in scope. An "em- computed by multiplying an in- sufficienHwith a reasonable mar- f f A-Pi f 'in Fhe ActssaraftAaar so-

Acts of Congress:

Railway Labor Law.
Railroad Retirement Act.
Railroad Retirement Tax Act.

'

Railroad Unemployment
Insurance Act.
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as "any officer or official repre- the following percentagesThis "class" legislation (together sentative of a railway labor or- force since 1951) of his average Board is required to submit an- Th°j with the other Federal laws men- ganization other than a labor or- monthly compensation, to wit: nually to the Bureau of the
PnntHhiitinnc

(in purpose. The Railroad Retirement
be mingled and
balance of the

I tioned below) operates to exclude ganization included in the term
railroad employers and qualified <employer' as defined" in the Acts,
employees from the application of while "employee representatives"general Federal laws governing are classified as employees andlabor relations and wages and thus permitted a "take" under thehours of work, the "Social Secur- Acts, they are penalized 100% in11V A anrl 41i n lntirn v\4? 4l-» ♦

_ 1 1 _

... j i_ _i i_ _i

2.75% of the first $50.00;
2.07% of the next $100.00,
and 1.38% of the next

$150.00.

~

„ ,, contributions is credited to theBudget an estimate of the appro- "Railroad Unemployment Insur-priation to be made to the Ac-
ance Account."count. These are the only pro- ■ n t , .. . ,

visions in the various Acts al- Railroad Unemploymen
lowing allocating any of the France Account is also a book

• 1 i 1 * . 1 onnAirnl fr* nP main —Therefore, the highest possible special taxes collected under the account Only, required to be main-
?tirement. anrmit.v haspH nnnn tav Art. for thp navmpnt of fho taine.d in the Unemploymen

y Act, and the laws of the special taxes for the doubtful retirement annuity, based upon tax Act for the payment of the
, ,,

vaiious States providing for un- privilege. How politic the "big average monthly compensation of annuities, despite the published Trust Fund established under thecompensation. boys" were in discouraging com- $300 and 30 years of service, pay- statements of the U. S. Railroad Social Security Act. All moneysiio+^ -e • ? *a j°^e Petition- able after an employee (or em- Retirement Board that "Congress credited to and mingled in thelisted were originally enacted in Turning now to the respective ployee representative) reaches the appropriates the full amount col- Railroad Unemployment Insur-twp*«ynars uu Acts in question, attention is di- age of 65 or 60 years, as the lected to the Railroad Retirement ance Account are thus again min-
f 1 3 polltl: rected t0 the Railroad Retirement case may be, is $165.60 per month. Board," and that "The funds not §led W1.th moneys belonging to

n , L. ^ei?i a government Tax Act. As above pointed out, for this needed immediately for benefit the various State unemploymenship of railioads. As might so-called retirement "benefit " the Davments are held in n rpspmp funds and moneys appropriated tobe expected of legislation enacted ' Railroad Retirement Tax Act
employee pays $18.75 per month account." the Federal Unemployment Ac-at such a time and under such This Act was originally adopted and the Government receives count. Thus railroad unemploy-dictation these Acts were" de- as the "Carriers Taxing Act of $37.50 per month (another $18.75 Investment of Funds (Credits) in ment insurance moneys lose theirsigned to perpetuate political 1935." It was later repealed and from the employer). In the case R*e Railroad Retirement Account identity as a fund appropriatedowS lir y °u Jhe, publifly re-enacted as the "Carriers Tax- of employee representatives, they At the request and direction of expressly for the payment of un-

nlutncratiVnf th t A*;! °f 193.7 " By Act of Feb. 10, pay $37.50 and the Government the Railroad Retirement Board, employment insurance to railroad
wid» rfn,L?, i nt, „ .nat.10n" 'J939' 11 was incorporated into the receives $56.25 per month. the Secretary of the Treasury is employees,wide railway labor organizations.. Internal Revenue Code and under

A recent amendment of ■ the required to invest such portion of The Railroad UnemploymentThe Railway Labor Law (°i d?Vn' -i j i> Act provides for an annuity to the amounts credited to the ac- Insurance Act provides for. the
As the Railway Labor Law is ««me^g Ta^ the. spouse of .!.» .if judgment.of the payment.of unemployment andassibly (without implied ad- title,
lission) no worse, at the present. Under this Act t
me than other labor legislation of railroads are req imnm nt ^4n on nPr m,

a wholpP l^u^18^300 °f their result, the combined maximum in obligations guaranteed as to based upon compensation ranging

-

tut; spuust; ui an annuiiant, lr juugincm ul nit; pct^iiiciit ui --its present
Sp0Use is either 65 years old B°ard, is not immediately re- sick benefits to employees who

mission) no worso at thp tt,^ +k; a l i or supports a child under 18 Quired for the payment of the receive over $300 per year.. Thetime than other labor Wklatinn nf u ^ J • ,eJ?ployees years; limited, however, to a max- annuities, in interest bearing ob- benefits range from $3.00 mini-r— A.- ,
_ , ... railroads are required to pay jmum 0f $40.00 per month. As a ligations of the United States or mum to $7.50 maximum per day^

from furtlfer^conisideratfon^avera^p monthly compensation, as annUities (which could anplv only both principal and interest by the from $300 to $3,600 per year, ex-and attention he ZppIpH tr' p speaalritax ,finto ,the, under most unusual conditions) United States. cot in maternity cases, wherethe other three Acts abovp lisfpd- 1 -y °f an employee and spouse could It will thus be readily seen that. IV2 times the pertinent rate isand it is believed correctlv rlnss- Jiri? *n 1° dedwct.in reach, but never exceed, $205.60 of all the millions of dollars col- paid for 28 days. These benefits' y ~ Puting net income for in-
per m0nth. A minimum is also lected ln special taxes each year are limited to 130 days in an,y one

ified.
It is probablv not Penpmiiv TillG, Provided for so that these com- from the railroads and abstracted year, except for a maternity pe-known that in each of these three raiirnnH regular bined annuities shall not be less from the pay envelopes of their riod where the limit is 115 days,

Acts, the definition of "employer" at least $300 per month and thev ^ the .^Sregate of retirement employees, only a fraction thereof and are subject to many disquali-includes " ' ..y andaes "am, raihnm, inh™' ™ „ AA A" auu survivor benefits under the ls required to be appropriated fying conditions.ganizations national in scope . The r a^ l^o a d s pay^he^same Social Secunty Act ($168.50). each year, by a book account only. The funds in the so-called "Un-P ' 6 rail, oads pay tne same « «>e payment of annuities; and employment Trust Fund," withSurvwor Benefits that such part of the annual al- which the "contributions" exactedProvisions are made in the location not immediately needed under the Railroad Unemployment

and their State and National leg- amount so that the special taxislative committees and their gen- collected by the Government oneral committees and their in- account of eachsurance departments and their plovee fnot includin^^'pnfnlo^pp Railroad Retirement Act for cer- ™aybe invested but only in ob- Insurance Act are mingled, arelocal lodgesand divisions." taiP.,lu™p .su™..?*ym???s and anT irlu L°f.' or guaranteed by, the subject to the same hocus-pocusThe term "employee" as defined £p^entatlves,,) is $37'50 Per nuities to widows! widowers, and United States. prestYdigitation "a n d honey-fufj-
y as defined ontn.

children of employees, provided Thus the railroad employees gling as are the funds in the Rail-rate of the special tax the children are under 18 years must depend solely for their ex- road Retirement Account. The
The

in the Acts, includes "any indi-

motalemnploveersS?oViCne °f °"?. ^ oY^mWyle Yep^senta- ^ =Sed' (and^ to SS5SC abSt/S
provided howeve/ thS'ThTterm and^n fh°Ve 1C!entlfl1edJ 18 12%?p a^ter caching 16 years) or where a government, which continually self all such funds as are not cur-er, tnat the term and on the employer labor orgam- there is no widow, widower, or spends more than its income, to rently needed, by investing the
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funds in U. S. obligations. No
other investments may be made.
The Act requires that the Un¬

employment Trust Fund shall be
invested as a single fund in obli¬
gations of, or guaranteed by, the
United States, but that the Sec¬
retary of the Treasury shall main¬
tain a separate book account for
the Railroad Unemployment In¬
surance Account and credit the
same with a proportionate part
of the earnings of the fund. This,
of course, is a distinct advantage
to a railroad employee, because it
enables the government to again
borrow this book account interest
to pay off in ink (red) the obliga¬
tions which produce this interest-
on paper. - ;

Taxes for Old-Age Assistance
Under the Social Security Act
/Employees generally (not in¬
cluding railroad employees) are

required to pay ll/z% (instead of
the m% levied on railroad em¬

ployees) of the first $300 of their
monthly compensation, as a spe¬
cial tax into the Internal Revenue
Department for the purposes of
the Social Security Act. Assuming
a monthly wage of $300, employ¬
ees generally are taxed $4.50 of
that amount, instead of the $18.75
levied on railroad employees and
the $37.50 levied on' employee
representatives. Employers are
also taxed I%%, the same as are

the employees.

Federal Old Age and Survivors
Insurance Benefits for Employees

Generally

The Social Security Act, which
excludes railroad employees other
than certain of those who are not

entitled to benefits under the Rail¬
road Retirement Act, provides for
old-age benefits, under certain
specified conditions, to a man who
has attained the age of 65 years,
and also to his wife if she is 65
and to his children under 18 years.
It also provides for survivor bene¬
fits to his widow and children,
or where there is no qualified
widow or children, to his parents.
A small lump sumr designed to
cover funeral expenses is also
provided for. , ,

A man's "primary benefit" de¬
termined pursuant to a specified
formula, constitutes the basis for
fixing the amount of survivor
benefits for the wife,' children and
parents. As the Act, 'however,
fixes a maximum of total benefits
for a family unit of $168.75, no
individual benefit amounts need
be considered. We i are now con¬

sidering maximum benefits, under
the two Acts.

Unemployment Insurance for \

Employees Generally ,

As above pointed out, there is
no Federal unemployment com¬
pensation law, as such, providing
for unemployment compensation
direct to employees generally.
Except in special instances, as un¬
der the Railroad Unemployment-
lnsurance Act, unemployment
compensation is handled by State
agencies. The Social Security Act,
owever, provides for grants to
rates, at the rate of $80 million

Per year for unemployment com¬
pensation administration. Such

wh- k Jre only to States
no +. ve unemployment com¬
pensation laws approved by the

h^y °f Labor. The joker* ls that every State unem-

nra ? compensation law, in
ahIr to meet the approval of this
Prat e~mentioned Federal bureau-

Provide (among many
thmgs) for the immediate

thP * of al* money received in
thp q tote unemployment fund to
crpHite+rel?ry the Treasury for
ment t I16 federal "Unemploy-
der thJe -Fund" established un¬
it win ?0cial Security Act. Thus
ocan sit pe ,obvioVs that no State
istratinJ^raJ aid for the admin-
compensar \ts unemPloyment
monev p !?n aw' unless all the
agency f ° ct.ed b ^ 1 h e State
is turnip Cltl2ens of that stated over to 'the Federal

Treasury and mingled with the
funds of other States, funds cred¬
ited to the Railroad Unemploy¬
ment Insurance Account and funds
credited to the Federal Unem¬
ployment Account. By this'means
State funds are indirectly made
available for Federal expenses
generally, including payment of
the cost of carrying on the many
fuzzy-headed "social" experiments
now burdening the American peo¬
ple by authority of Federal law.
Of course, there was no opportu¬
nity for coercion here when votes'
were needed for passage of legis¬
lation authorizing such experi¬
ments.

Without an exhaustive study of
the various State laws, and be¬
cause of certain unknown factors,
it is impossible to accurately com¬
pare the \benefits to employees
generally under the various State
unemployment compensation laws;
with those available to railroad
employees under the Railroad Un¬
employment-Insurance Act; there¬
fore, no comparison will be at¬
tempted. ' V' ■ \ '■

Comparison of Benefits Under the
Railroad Retirement and Social

Security Acts

Comparing the benefits under
the Railroad Retirement Act with
those under the Social Security
Act, and assuming the maximum
compensation bases and years of
service, we find a startling dis¬
crepancy in the cost of the respec¬
tive benefits.

Retirement Benefits

A railroad employee will have
paid $18.75 per month for retire¬
ment annuities for himself and his
"qualified" spouse totaling a max¬
imum of $205.60 per month. Em¬
ployees generally under the Social
Security Act will have paid $4.50
per month for retirement insur¬
ance benefits for himself and fam¬

ily totaling a maximum of $168.50
per month.

Thus a railroad employee pays
an additional $14.25 per month
for additional retirement benefits
of only $37.10 per month.

Survivor Benefits

The maximum survivor bene¬
fits under each Act are exactly
the same—$168.50, for which the
railroad employee pays $14.25
more than his Social Security
brother. In other words, the rail¬
road employee pays an additional
$14.25 per month for zero of sur¬
vivor benefits per month. . :!.

Conclusion

From the foregoing analysis, it
would seem' that the ' railroads,;
railroad employees and employee
representatives should join forces
in a campaign for the repeal of
the four Acts above listed which
affect and prejudice them. It is
assumed that the big labor bosses
of nationwide railway labor or¬

ganizations would not be inter¬
ested in such a program. With
these Acts eliminated, the general
Federal laws governing labor re¬

lations, wages and hours of work
and social security, and the vari¬
ous State unemployment laws,
would apply to the railroads, their
employees and the employee rep¬
resentatives, much to the advan¬
tage to all three groups (particu¬
larly the latter).
Railroad employees would then

be entitled to the regular social
security benefits at the substan¬
tially lower rate of tax. With the
prejudicial railroad legislation
discarded, the regular social secu¬
rity benefits could be supple¬
mented by private pension plans,
which the railroads could well af¬
ford to work out on such basis as

would, together with social secu¬
rity payments, give their employ¬
ees substantially greater benefits,
at no greater cost to the railroads.
Group insurance might also be
put in force either with or inde¬
pendent of such private pension
plans.

Certainly for the total amount
that the railroads and their em¬

Lionel Perera

ployees are now being taxed un¬
der the Railroad Retirement Tax
Act, benefits substantially higher
than under the Railroad Retire¬
ment Act could be provided.
It would seem that the addi¬

tional amount of $14.25 per month
which it now costs railroad em¬

ployees to procure additional re¬

tirement annuities of only $37.10
per month and survivor benefits
of zero could be put to better use.

New Foreign Currency
Firm Announced

>.Lionel Perera has announced
the formation of the partnership
of Lionel Perera, M a n f r a &
Brookes, to specialize in the field
of foreign cur- y

rencies, for¬
eign exchange,
rem it tances
abroad at fa¬

vorable rates,
and domestic
and foreign
securities. The
firm's head,
Lionel Perera,
is,'the son of

the late Lion-
ello Perera,
wellknown
and beloved
international

banker, who
served so many years as the
banker and financial advisor for
the foreign born population of
this country.
This new firm of Lionel Perera,

Manfra & Brookes has no con¬

nection whatsoever with Perera

Company, owned by Guido Perera
as sole proprietor' until his la¬
mentable death, and now recently
sold to interests not previously
associated with Perera Company
nor with the Perera family.
Lionel Perera served as a Major

in the Army of tne United States

during World War II, on the staff
of the late General George Patton
as Chief Military Government
Financial Officer for the Third
U. S. Army. In this capacity he
was responsible among other
things for the reopening of banks,
and the freezing of Nazi foreign
exchange assets in territory oc¬

cupied by the Third Army, and
was one of the first to discover
and catalogue the huge'store of
currency and gold uncovered' in
the salt mine at Merkers, Ger¬
many. He is past President of the
Harvard Business School Club of
N. Y. and is Chairman of the
Board of Managers of the YMCA
Schools. •

/Associated in partnership with
Lionel Perera will be three for¬

eign currency specialists, Joseph
Manfra, John Brookes and An¬
thony Mollicone. Messrs. Manfra
and Mollicone received their

background ...and., training . first
with the banking firm of Lionello
Perera and Company and more

recently with Perera Company.
Joe Manfra has served for the

past several years as Chief Exec¬
utive Officer of Perera Company
during the illness and after the
death of Guido Perera. Mr.
Brookes has spent all his busi¬
ness life in the foreign currency

field and is a ^ell known figure
in the Rockefeller Center area. -

The new firm of Lionel Perera,
Manfra and Brookes will have its
main office at 25 Beaver Street

(entrance also from 58 New
Street), and its Rockefeller Center
Office at 30 Rockefeller Plaza

(entrance from 48 West 50th
Street). It will serve the foreign
currency needs of tourists and
travelers, banks, travel bureaus,
steamship and air lines.

With Hannaford Talbot
(Special to The Financial Chronicle)

LOS ANGELES, Calif.—Robert
J.. Brandt has become affiliated
with Hannaford & Talbot, 634
South Spring Street. He was

formerly with Paine, . Webber,
Jackson & Curtis.

New York, Chicago & St. Louis
As 1953 draws to a close and it

becomes increasingly evident that
even with some tapering off in
traffic in the final months the

railroads collectively will set a
new record peak for net income,
considerable interest has "been

generated as to the possibility of(
some further good dividend news..

Many railroads have increased
their dividend rates so far this

year and just a few weeks ago'
Louisville & Nashville declared a.

year-end extra of $1.00 a share—
this was double the 1952 year-end
extra. In many quarters it has
been' expected that Southern
would be able to improve on the
$2.50 rate set when the stock was

split a few months ago. The meet¬
ing was held Tuesday, Oct. 27, too
late to report the results in this
column/Directors of Santa Fe will

presumably act on their usual,
year-end declaration in Novem-^
ber.: v

With the substantial number of
increases and extras that have,
been coming along, particular in¬
terest centers around the possible
liberalization of the Nickel Plate

(New York, Chicago & St. Louis)
payment when the directors next
meet around the middle of No-*
vember. Nickel Plate over a long
period of years has consistently
been a high earning property. Fi-'
nancially, however, it had its!
problems. During the depression-
years it was plagued by recurring
bond maturities and in solving
these, substantially reducing the
outstanding non-equipment debt
in the process, it was necessary to
forego dividend payments on the
6% cumulative preferred stock.
When the debt problem was licked
the company had to start to work
paying off the accruals on the pre¬
ferred. This process was not com¬
pleted until 1951, and final pay¬
ment was financed through a se¬
rial bank loan.

With all of these financial bur¬
dens the company was not able to
break the common stock dividend

drought, which extended back
through 1932, until last year. Be¬
cause of heavy cash requirements
for equipment maturities and in¬
stalments on the bank loans, and
the need to build up finances, a
conservative rate of $2.00 a share
annually was obviously necessary
at the outset. This cash rate still

continues, supplemented earlier
this year by a 10% stock distribu¬
tion. Bank loans were eliminated,
and working capital bolstered, by
the sale in February 1953 of $10
million of mortgage bonds. Now
that the financial picture has been
cleaned up to such an extent it is
felt in many quarters that the
company is in a position safely to
pass along to common stockhold¬
ers a larger proportion of reported
earnings.
Nickel Plate is to a considerable

degree a high-speed intermediate
carrier, connecting .the western
gateways with the eastern sea-,
board through its connections at
Buffalo. It also has a considerable
stake in the heavy goods indus¬
tries of the Great Lakes area and

vastly improved its position with
respect to the profitable bitumi¬
nous coal movement through lease
of Wheeling & Lake Erie a few
years ago. It handles very little
passenger business, has a relative¬
ly long average haul on freight,
and a minimum mileage of low
density branch lines. It is, there¬
fore, essentially and inherently an
efficient operation. Indicative of
its status in this respect it consis¬
tently has a transportation ratio
well below, and a profit margin
well above, the industry average
even without benefit of extensive
dieselization.
Over the past 10 years earnings

on the common stock have aver¬

aged $5.38 a share, after adjust¬
ment for the five-for-one split in
1951 and the 10% stock dividend
in July 1953. On the same basis
earnings last year amounted to
$8.15 a share. Gross revenues have
been up so far this year and for
the nine months through Septem¬
ber the transportation ratio was

pared somewhat. Maintenance
outlays were up, however, and
Federal income taxes were almost

$2 million higher, thus retarding
the rise in earnings. Share results
for the period came to $6.01 com¬

pared with $5.43 a year earlier.
Presumably there will be some

falling of in the final three months
but for the year as a whole the
earnings should at least match the
1952 results. It is felt in many
quarters that such earnings could
support more generous dividends.

(fi. H. Walker & Co. to

Open Office in Clayton
ST. LOUIS, Mo.—G. H. Walker,

Jr., resident of New York and
senior partner of the investment
banking firm of G. H. Walker St

Co., announced in St. Louis that
the 53-year old firm, in line with
its expansion program, will open
a new branch office at 8220 For¬

syth Boulevard, Clayton, Mo., on
Dec. 1, 1953. -

Mr. Walker further stated that

Roy W. Jordan, a resident of
Clayton, will be the Resident
Manager in charge. Mr. Jordan
is well known in local investment
circles. He entered the investment
business in 1928. During the years
of World War II he was assistant
to the President of McDonnell
Aircraft Corporation. He became
associated with G. H. Walker St
Co. in 1944 and recently has been
in charge of special projects.
G. H. Walker & Co. is a member

of the New York Stock Exchange,
American and Midwest Stock Ex¬

changes. It has long been iden¬
tified with the industrial progress
of the Middle and Southwest,
having early participated in the
financing of such representative
companies as Union Electric Com¬

pany of Missouri, Southwestern
Beli Telephone, Laclede Gas Co.,
and the New Orleans, Texas and
Mexico Railroad.

Offices are now maintained in
St. Louis, Mo., at 503 Locust
Street; New York, N. Y.; Provi¬
dence, R. I.; Hartford and Bridge¬
port, Conn., and White Plains,
N. Y. The firm was founded in
1900 by G. H. Walker, Sr.

IN MEMORIAM

Frank J. Humphrey
Frank J. Humphrey, long time

member of Kidder, Peabody &
Co.'s bond department in New
York City, passed away Oct. 25
at his Ridgewood, N. J. home.
Mr. Humphrey was a native of

Canada, having been born in

Brunswick, Canada, and was

graduated from Boston University
Law School in 1901. He was a

director of Anglo-Canadian Pulp
& Paper Mills, Ltd., Gaspesia

Sulphite Co., Shamrock Oil & Gas
Co. and Chairman of the Board

of the Anglo-Newfoundland De-1

velopment Co., of which he was

formerly President. Mr. Hum¬

phrey's memberships included the
Union League Club, The Pilgrims
and the Wall Street Club.

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



24 (1640) , '

Big Government on the Wane!
By LEROY A. LINCOLN*

Chairman of the Board, Metropolitan Life Insurance Company

Head of a large life insurance company, in describing the
"new look in government," finds encouragement in removal
of wartime and other controls and efforts now being made to
balance the National Budget. Lauds ending of Reconstruction
Finance Corporation, and points out, from among the 100 sep¬
arate types of government business enterprises, the insurance,
power, <and lending actions of the Federal Government over¬

rides private business in these lines.

The Commercial and Financial Chronicle .Thursday, October 29, 1953.

as much as all the rest of the have been continued on Executive seem to rely on .a disavowal of
people of the world put together, request. government by directive, confis-
Many people are agreed that ,

R . t cation, interference with business,America's mastery of production SSlJS wbicb someis now all that, in the words of In 1943, and for years before fea ed were leading down the
Mr Lilienthal, "stands between and after 1943, an unbalanced long, one-way road to socialism
freedom and the tidal wave of budget seemed to be the order of or communism.
Communist militarism threaten- the day^ Today the balancing of
ing the world with a new era of the budget has become a major°

,, • <* — fnw 4hA tii*cr

darkness.

Reconstruction Finance

Corporation

In 1943 the Reconstruction Fi-

Life Insurance
aim of government for the first In his address in 1943 Mr. Clark
time since 1930. Spending pro- noted that the government had
grams are being critically re- .already entered the insurance
viewed and cut down where pos- field with the Federal Social Se-
sible. In President Eisenhower's curity legislation of 1935. It is

nance Corporation was near the State of the Union message he common knowledge that, since the
height of its activities. This Fed- said: enactment of this legislation, the
eral Agency had been set up in "The first order of business is several programs then initiatedIt may come as a revelation to it can stop doing rather than new 1932 by President Hoover in an the elimination of the annual def- have become subject to continuoussome of us to know that the Gov- things for it to do." effort to deal with some of the icit. . . political .pressure -to increase the■eminent of these United States is ... . _ . „ . . early problems of the depression. The difficulty of carrying out ?re.as in„ ™ they operate andtoday operating some 100 separate Wage and Salary Controls jn prime it helped write some this pledge largely because of lnc.rease benefits provided.^pcs oi ousi- In 1943 there were wage and of the most important chapters in Drjor commitments has recently increase in benefits has be-ness enter- salary controls and countless rules United States economic history, become 1 apparent. Indeed it is c0!^e. 3 P.? J- shibboleth withprises which", and regulations. Mr. J. Reuben not the least of which had to do obvious if the-budget is'tor be '■Rub-lipped'.;.politicians ofcan-be sup- cnark, of Salt Lake City, in his with the synthetic rubber plants, balanced thus - reversing the */ParSies iCarA.for votes-ported only address to you in that year, noted the Willow Run bomber plant, trend of years it can hardly be . . added that other so-through the that an employer had "to get the and the big pipelines.- However, expected to be accomplished with- ciall.z^d plans—such as socializedproceeds of consent of a Federal agency if he on many of its loans it competed jn the - short period of " a few medlclne7~se?Ihed to him, in 1943,taxes imposed wished to give a needy charwom- directly with what private lending months in view of the scope and to x ,in, immediate offing. Heon the people, an a raise of $5 a month." All institutions were in a position to COmolexitv of our Federal Gov- no^ed. tbat Principle of Fed-$40 billion of wage and salary controls were do, and recently it has been sub- ernment. era* insurance might becomeour tax money terminated on Feb. 6 of this year, ject to criticism on account of bad . '. . Uu * thoroughly established, and fromhas been so

„ . „ 4 . loans and influence peddlers. » lso w that point' he said> "" is n0' a•invested. The Price Controls
The Reconstruction Finance

be 'Lsible untn fS ve^r l955 °,ng.steP • • •„to„set.,Up Fe?eralgovernment In 1943 and until early in 1953 Corporation is now preparing for l. JIv until fiscal year 1955, bfe insurance. He then pointedcan be said to there were price controls on most the biggest going-out-of-business af\cbTreasur^^Humphrev said °U,t- the, L'alamity. to our existingbe the nations consumer goods and on thousands sale in history, and according to eLlvinSeote^ national financial, economic, andlargest in- of other items. On March 17 of Congressional mandate, it will _^ governmental life, should the Metry has reached the essential turn- insurance policyholders of the
in? P0*!}* toward 3 glanced bud- nation become, in effect, wards ofget. This, in itself, will be a the Federal Government,remarkable achievement, when we rr.urtort .

remember that $2 out of every $3 1QJq , . cr
spent by our Federal Government .? ?

+hPr i? kis spent for defense purposes. J« I ? e . J?ePn
T , . , A1 " , talk of socialized medicine. ForIn order to make the new bal- the time being, however, this issueanced budget a reality, Budget seems to be a comparatively dead

Leroy A. Lincoln
p1ef>+ri thjg year the lagt pdce controls ^ Up sho'p by June 30, 1954.

power producer, lender, landlord, were removed. A year ago we
ship owner, grain owner, and were told that price control was Subversion
warehouse operator. needed to fight inflation and that in 1943, in his address to us,
These giant rivals to the busi- if controls were allowed to lapse, Mr. Clark was also concerned

nesses of our nation grew slowly the country would be turned over with what he called the foreign,
but inexorably under the aegis of to "the profiteers," and a flood- un-American influences which had
a bureaucracy born in depression gate of uncontrollable inflation been increasingly exerted among
and nurtured in war. Some activi- would result. us since the end of the first World

r vties, such as synthetic rubber and As a matter of fact, price con- War. It is particularly interesting director Joseph Dodge said that one in the meantime, more andour atomic energy plants, are nec- trols unbalanced and curtailed to note that Mr. Clark said of this " would be necessary to make: more accident, health, hospitalessarily government operations production, encouraged shortages, group possessing alien concepts ". . . a new determination of and surgical expense insurance isbecause of their size. The great enabled partisan groups to exer- and alien philosophies: what the Federal Government being written by private corn-bulk of them sprang from small cise life-and-death powers over "These all form a vast army, sh9u*d be doinS and should not be panies, and plans such as thebeginnings. Let me give a very particular industries and firms, some 3,000 of whom, hand picked, doing- • • • The 1955 budget will Blue Cross and Blue Shield areearly example recently reported and encouraged the continuance are said to swarm in government reflect the continued withdrawal becoming more and more wide-in "Time" magazine and probably 0f inflation by diverting public offices, many in key positions, all °f the Federal Government from spread. Certaintly now, in 1953,unknown to most of us. In 1834 attention from its real cause—the ready, able, and willing to take activities that can be more ap- there is no present threat of thePresident Andrew Jackson ^au- creation of more money and cred- over if ever opportunity should propriately carried out in some government taking over the lifethorized a "Navy Rope Walk" in ^ by the government itself. Thus, come, or be made." other way. . . . Government em- insurance companies and theirBoston, so that the Navy would 0nce more the fraud of price con- Com r>a rati velv recent revela Ployment» operations and con-

tions, beginning with the first
Hiss trial, bear out the truth of 111 as mey Wlil m 1954-
this observation. Federal Employment

not be dependent upon Russian trols as a cure for inflation has
hemp—Russian, of all things! To- been demonstrated,
day United States rope makers
can more than supply all the
Navy's needs, but that early naval
factory continues to make all
Navy rope with that hearty inde-

Rent Controls

In 1941 slrinepnt Federal rent In a speech on June U> 1953' As early as Feb. 3 the Budgetstringent Federal rent
presjdent Eisenhower said: Director issued a "freeze" ordercontrols were in force. These have

now been removed on a gradual
"We have attacked the problem curbing the hiring of additional

assets, although we must ever
be vigilant to guard against the
snecter of such an eventuality.
The late Senator Taft once said:

"A system of national compul¬
sory insurance cannot be insur¬
ance at all. It is a tremendoqs
expansion of government activity..[1 structibility peculiar to govern- . . evervwhere excent in a few of internal security with a vigor government workers and stopping Tt i Hanfyprmit, limitation on the

' ment busiuesses once they are long overdue We have set up new government building and "ben/ofthe people' a^d "| started.
security regulations in the Fed- other projects. On June 11 the

th r^tirm nf fnrivatel insur-'t It may be equally surprising to Big Business , eral Government which, while President said:
„ . .. . ,

Dreservationlearn, from a.statement made last
j 1943 , . subsecment vpar, strictly respecting the just rights "The Federal payroll is already cf liberty"I year by Senator Harry Byrd of business enterprises were of every clvl1 serv,ant' at l.he same smaller by more than 50,900 in- y'j Virginia, that up to 1945, and dur- . Wa„hin„)onp Thp th»m» ?hat tlme recognize this basic pnn- dividuals—which means a saving S.E.U.A. Decision| ihg the administrations of 31 Pres-

bieness inKbu" inii,.etmp tlnf* ciple: Government employment of no less than $180 million per A burning issue in 1943 wasj idents of the United States a total gogvernment) is in itself an evil ^elf is not a right but a privilege, year. And every single depart- whether or not our business was,, oi seven major wars were financed
was widely current. Big'business "™s Privilege is being cate- ment of the government has re- under the Commerce clause of theI Sftire Deriod"ofP156 vearTno as our «reatest «"»etional asset, was g»rically denied anyone not duced requests for money for Constitution, properly subject to• It monev was eofleeted torn a popular subiect for unremitting Jvor hy °f J,he American peoples the next year.' the regulatory powers of Con-Xmeric^n tax™ve« as wt rn? criticism, suspicion, and govern- trast-whether in any department Since Jan. 20th of this year the gress. The S.E.U.A. decision had

teted by ?he Federal Govern1 me"tal attack' While this stateo£Feder?1 payr?U K reported. to not then been announced by toe
, qTing the?-yearthat the^l869

, — rraviu TT. TJUHciHUdi, wiiu.—
oR^intu, a «.. Virginia repre-Clarence Brown

managed one of the government's ^n.^e State of the Union message reporting to the House Committee sented the law of the land and
. Ohio has counted 75 govern- reaiiy 5^ businesses—the Tennes- —*s d*rect responsibility of on Appropriations, estimated that thai the issuance of a policy of^ment bureaus which deal with see vauey Authority—and who execuhve branch of the gov- by June 30, 1954, the number of insurance was not a transaction oftransportation 65 which compile later beCame Chairman of the ernment. This responsibility is Federal employees will have been commerce. Then the Supremestatistics 37 dealing with foreign Atomic Energy Commission, say- now heing met. reduced by 240,000. In spite of Court told us we were wrong.
j ' J! WAth'. ac<4ulslhon of jng. -

p , the loss of many jobs on the Fed- Happily, Congress has agreed to
00 — -~J

n ar rowers - ureinmrwill i* ...iiuu-ij iU- ;fc rt>0-u22 i^sujance, and 15 ,lMy conviction about Bie Busi- t iaao AWWCia - . eral payroll, it is interesting to withhold the exercise of its reg-with housing. In addition, he re- y. LVuv .uun dOOUV oig nusi- , jn ^943 we werG ap conscious rr^fr. fKo* *. ..i_4 \r- in-ports that in 1952 there were no

separate 1 and
is that it represents a proud WG+ werf. a11 conscious note that, according to recent fig- ulatory powers in the public in-

.

dIlu fruitful achievement of the ° u e^rao^dmary powers ures, the country's unemployment terest and in order to permit theless than 93 separate Federal American peoX ^ a whole that Xt,s.ted vby ^ Congress in the has dropped to a postwar low of continuation of State regulation,agencies lending what is quaintly ^ ®.a H 'm„ra Chief Executive. Most of these 1,240,000—only 1.9% of the total
Government Insurance

As I noted earlier, the govern¬
ment might still be said to be the
nation's largest insurer. Perhap9

called, "government money"— Bils.^r?esa we bave ™ore powers were avowedly granted as workforce.really money collected in taxes ai^ an. ^ay to Produce emergency or war measures for Yes there is certainlv a nevfrom vou and mp and distribute basic commodities, fhp nro^rvatinn of our domop iJ, L A certainly a nevy a a me*
and to strengthen the nation's se- preservation ot our democ- look these days. And it is not du<In 1953 this trend toward a big- curity we^ raP,'JIl uUSt.C'UreJ,V aVe b.ten. entirely to new faces in govern „ —ger and more powerful govern- tio "yt'haTVmmotes^ hiuman free 1"tende<t ,b/ ,tbe Congress that mental circles. Those in authority we can take some solid satisfac-ment in Washington appears to i ™ individualism theJ w0"ldua11 exP'r3 witv the no longer have the perplexed ap- tion in the fact that an earlierbe in process of reversal. In the ,7„ „ , ending of the emergency How- pearance of frantic aimlessness in trend toward the increase of gov-■ words of President Eisenhower: Big^ Business,^ as it has now ever, during the course of the past the midst of problems of cata- ernmental insurance activities has"We have in s t

amounts almost to a

ituted what ev®lved' far from ^einS an evil 24 years a never-ending succes- strophic stature. On the contrary, been reversed. The most notable
- atrs»«sarB6 - - •. - asssttsasscFederal Government as we have for an even stronger democracy curred, and in 1943 many people

urgent_ neverthele'ss make si_ demnity Act of 1951, under which,; known it in our generation. We and an even greater people. had reason to fear that these bje to those in authority. We may for the most part, the former Na-, have set about making it smaller With merely 6% of the world's powers would never be allowed not all agree, politically or other- tional Service Life Insurance willrather than bieeer—finding things P°Pulation and about the same to expire. The fact is, however, wise, with some of the thinking no longer be issued to servicemen.
i percentage of its land area and that the great bulk of the extraor- and^itti some of the actions taken Although these issues riaay

ust
*A paper by Mr. Lincoln delivered natural rncnnrooe j- « a o by our government then or now, be of current importance, we must

'

before the American Life • Convention, natural /esources, the people of dinary emergency and war powers but as contrasted with 10 years continue so to conduct our busi-1 Chicago, 111., Oct. 8, 1953. the United States now produce have actually expired. Only a few ago, more and more of our people ness and to preach from the

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 178 Number 5268... The Commercial and Financial Chronicle i

(1641)

, ,etltnos , the merits of private
f u'rance that, the threat of1 ,/irnmental interference in

fhese areas will never be raised.
Conclusion

mmmunism, socialism, and col¬
lectivism an nave as their ear-
Vrk a leveling-down process

reduces the successful, the
fortunate, the ambitious, and the
industrious to the level of the"

st in ability and earnestness,
in contrast, the spiritual main¬
line of our form of democracy
las been a leveling-up process.
More and more of the people are
receiving a larger and larger
share of our total national prod¬
uct This has not been accom¬
plished by confiscation, by na¬
tionalization, or by exacting trib¬
ute from satellites; it has been
done by our own increased produc¬
tivity Our hours of work were 69
per' week in 1850; today they
average 41 including overtime. In
1900 our per capita income was
$340; today it is $1,075—both in.
terms of 1929 dollars. Can any
other nation, Communistic or
otherwise, point to such a record?
We stand on the threshold of

Ohe atomic age and of what might
Sbe one of the most momentous
social revolutions of all time. Can
this nation—can our government
—and can our life insurance busi¬
ness withstand the impact of the
atom? I firmly believe that the
answer is "Yes '!

I join with Reuben Clark and
with so many, many patriotic
Americans in complete confidence
jin the aggregate wisdom of our

people when they are given, and
•made to understand, all the facts.
Even after being led astray, they
will eventually, slowly and cum-

ibrously, swing back to the right
:joad. Throughout our entire his¬
tory, we have seen striking ex¬

amples of this process.
Our government and our people

will survive in this new age only
hy adherence to the fundamental
concepts of the framers of our

Constitution. We must limit the
powers and the activities and the

scope of the Federal Government.
"We must be eternally vigilant for
•subversives in our midst, because
■such is the price of liberty. We
must be more self - reliant and
less dependent upon government
3o solve social and economic ills.
And, finally, we must continue
'our heritage of useful and pro¬
ductive work, deaf to the siren
tall of the pied piper that some¬
thing worth while is attainable
for nothing; in the end there is
always an accounting.

Our great institution of life in¬
surance will survive, because we
shall continue to act with an eye

wr\ • our trusteeship for some
m|hion owners of legal reserve

»ne insurance in this nation of
•over 160 million, The confidence
■and the trust of that great army
3 oar people merits our con¬

tinued and increasing devotion to
welfare, because what is best

is best *or this great
,tutlon whose responsibilities

jnust be the personal responsi-

mf useS °f 6aC^ and every one
And, so, I have tried to point to

took on the face of our

oft? • ?• our government, and
In lnst.1tution of life insurance,
•pvpni i1?^ these 'dynamic
also St the past ten years, it is
manv £ubmit, in the minds of
that °u- ^S' a better look than
Beuho ™ was aPParent when
so nn* addressed us. We
to inci r°T. ^ere w^th a task ever

WTe anv new look shall
stitutinnS°Ur"l ?ro&ress in our in-
ivavs n Dubhc and private, al-a new, and a better, look!

^rache Dofflemyre Adds
T r:ai t0 The FINANCIAL Chronicle)

S. Murnt?(iELES' Calif—Robert
staff of ivr been added to the
Co-i 634M?raC^e' D°tflemyre &
Ambers n? SprinS Street,
^ Exchang^6 ^ AngeleS

^'LETTER TO THE EDITOR:^ * • . v ^ ,

World Moving Towards a Paper
Money Hell, Says British Reader

J. F. Eggleston, of London, Eng., lecturer to Local Centres of
the Institute of Bankers, blames issues of fiat money by central
bankers as causing universal deterioration of currency. Says
gold price should be left in all countries to find its own level,

and should be freely imported and exported.

■>' V .'V" f

Bankand InsuranceStocks
By H. E. JOHNSON

Editor, Commercial and Financial
Chronicle:

I have carefully read the letters
of Harold E. Barton and Philip G.
Gans, also Frederick G. Shull,
who all have given careful
thought to the matter, and it may
be that the view of an English¬
man, a City worker, lecturer to
the Institute of Bankers Local

Centres, and active member of the
Liberal Party — which gave the
world the golden sovereign and
the bill on London, will find in¬
terested readers in your columns.
Shortage of paper in this country
prevents my deductions from
finding anything except the most
limited space—so that the reading
of your issues was to me a de¬
lightful exercise in my favorite
subject. These are m,y opinions:
Due principally to the neo-

Keynesian economics and the cur¬
ious notions of "John Maynard"
regarding gold coupled with his
advocacy of the embracing of al¬
most all the economic activity of
the nation by the State, the role
of democratic government, Parlia¬
ment and Congress, in the govern¬
ments of the "free" world is in

decline, whilst that of the Treas¬
ury, the Central Bank and the
"Planner" is assuming terrifying
proportions. The power exercised
in the economy of the country by
the merchant, the industrialist and
the business man is likewise

diminishing, whilst that of the
professional economist, the min¬
isterial negotiator of trade is in¬
creasing.
In the midst of these disquiet¬

ing symptoms, one in particular
has attracted little attention: that

is, that Central Banks are above
the Rule of Law and can do no

wrong. But great as have been
the frauds which men such as

Law, Kruger, Hawtry, Bottom-
ley and the rest of that sorry
throng have perpetrated, they are
insignificant in comparison with
those which Central Banks, with
their immense issues of fiat
money, can, and have perpetrated,
and are indeed perpetrating on
the peoples of every nation. In
Great Britain, another 100 tons
(about £100,000,000) of notes
have been pumped into circula¬
tion in the last 12 months.

The world is moving toward a

paper money hell. Under condi¬
tions of perfeet organization, with
Parliament or Congress in session,
with every public and private of¬
ficial industriously and conscien-
tionsly discharging his duty, there
may arise a chaos, a confusion, a
suffering,1 a tragedy, due to the
overissue of paper money, and
the mind reels before the possibil¬
ity of violence which may arise
from this devastating and almost
certain catastrophe, when infla¬
tion has' continued to the extent
that the day's work of a work¬
man does not buy him a day's
bread. Paper money which does
not exchange at the Central Bank,
or, in default, does not exchange
in the open free market against
metallic coinage, gold or silver, is
bound, by inescapable and in¬
evitable economic laws, to gravi¬
tate toward its worth as a com¬

modity, that is to say, an irrisory
value.

The inflationary spiral has, in
at least 20 countries, run its full
course, and hundreds of millions
of people have lost all. Further¬
more, there have been irretriev¬
ably lost the qualities which gen¬
erations of monied and landed
families have given to Europe,

America and the world: and the

great dispossessed, fleeced almost
to the clothing they wore by
obeying the law which confers a

sacred right to worthless paper,
have to bow to some form of tyr¬
anny and totalitarianism—where
a third-class clerk is given the
power of an industrial Caesar.
Had there been no German infla¬
tion with its accompaniment of
riots and unrest, semi-starvation
and dispossession, Exchange Con¬
trol and the sorry arts of Doctor
Schacht, there would equally
have arisen no Hitler in Germany.
It was the Assignats which threw
up Robespierre, and the long
agony of the Russian Revolution
was fanned by the complete loss
of value of the ruble.

On the other hand, the posses¬
sion of real money of gold or sil¬
ver, confers the magic of well-
being on which the Salomonic, the
Greek, the Roman and the Byzan¬
tine, the Florentine and the British
civilization reached their fullest

development. Democracy, liberal¬
ism and gold, when in treble har¬
ness, achieve miracles.
There is no doubt that any price

for gold other than the free mar¬

ket price is incorrect, and, as all
over the world Gold Standards

have broken down—and gold has
become a commodity, rather than
an integral part of the currency,

gold should be left in all countries
to find its own market level, to
be freely imported and exported
and handled with equal rights by
Central Bank or by private indi¬
vidual. An age-old law of cur¬

rency is that the currency which
goes cheaper to the Mint becomes
currency and that which goes

dearer, gold, becomes a commod¬
ity.

Thus, in all this world-wide
welter of approaching and even

present misery and uncertainty,
there is one — and one only—
truth which emerges. It is that
no conference, no policy, po law,
no regulation, national or inter¬
national, can give any paper cur¬

rency, sterling, dollar or what
have you, a real value. Otnly the
free market can do this. Sterling,
to revive, must be the absolute
property of the owner, without
the slightest coercive effect of
Exchange Control. The dollar at
least is clear of this incubus to

value, and probably Americans
cannot realize the immense frus¬
tration of these thrice stupid
measures, which send our offi¬
cials scurrying across the Atlantic
with tales of woe.

When the unpunished crime of
issuing inconvertible paper money
is no longer perpetrated, when the
Central Bank seeks honesty rather
than a specious and coerced sta¬
bility, and buys and sells gold
freely in the world's markets side
by side with an uncoerced and
democratic multitude, when the
Promise to Pay may be exchanged
at the option of the holder against
gold or silver at the day's market
rate, when the world can weigh
on a just balance, look in a true
mirror, gauge values on a true
and free quotation, then the value
of thousands of millions of pieces
of oblong paper—bank notes—will
become something tangible and
their degradation will be accu¬

rately measured.
No learned publication, no dis¬

sertation of university economists
can add one iota to the great
truths which have endured for

thousands of years, and which
will continue to reduce interna-

This Week — Bank Stocks
Dividend prospects of the banks continue to dominate tlte

market for bank shares and the interest of investors.

Last week the Chemical Bank announced that, subject tor
approval of stockholders at a special meeting to be held Nov. 12, it.
would pay a 10% stock dividend to stockholders of record Nov. 25^
1953. At the same time it was stated that the bank anticipated the
current annual dividend rate of $2.00 would be continued on the
increased number of shares to be outstanding.

This announcement by Chemical is believed to be the first of
many similar declarations that will be made over the next few
months designed to increase the cash distributions to sharehold¬
ers. In addition to stock dividends it is expected that there will be
larger extras and in some instances increases in the regular divi¬
dend rates of the various New York banks. : ■ ' * \

Part of the reason for these expectations arises from the fact
that over the past several years earnings for the banks as a group
have been rising at a faster rate than dividend payments. For
example, in 1951 dividends declared by 16 of the major New York
banks amounted to approximately 65% of net operating earnings*
Even though there were a number of dividend increases or larger
payments in 1952, the total disbursement accounted for only about
57% of the net operating earnings that year.

Current prospects are that operating earnings this year wilt
show a substantial rise above 1952 reaching a new peak.

A higher loan volume and a rise in the level of interest rates*
have combined to produce a sharp expansion in gross operating'
income so far in 1953. Operating expenses have increased, but:
considerably less than the gain in operating revenues. This hasr
meant a sizable increase in earnings before taxes.

Taxes have and will continue to be a special problem for the
banks. Suffice it to say at this time, that even though taxes have
increased substantially and absorbed a large portion of the oper¬
ating gain, net operating earnings have shown a favorable increase.
The present forces at work indicate that these trends will con¬
tinue throughout the rest of the year and that net operating earn¬
ings will be the best in recent years.

Based upon the expected level of earnings and present divi¬
dend rates a majority of the major banks will be distributing less
than 60% of earnings this year with several well below 50%~
Thus, there is ample justification on the basis of current earnings*
to expect larger dividend distributions in the coming months.

Another consideration in the present prospect for larger divi¬
dends is the outlook for taxes. Two or three of the New York,
banks have been accruing excess profits taxes this year while a
number of others have, by establishing tax losses on security
transactions, minimized the impact of this levy on earnings.

When the excess profits tax expires on Dec. 31, as is now

expected, the banks that are now subject to this tax will be able
to retain a larger portion of operating income. Also should the
normal and surtax combined rate be reduced to 50% from 52%
next year, all the institutions would benefit.

This prospect of lower taxes in the coming year should inspire
a more liberal attitude on the part of bankers with respect to
dividend payments.

Under these circumstances it is possible that extras and in?-
creases in payments may become general. Some of the more likely*
changes among others are the following: f

The Bank of New York for the past two years has been pay¬
ing a quarterly dividend of $3.50 and an extra of $2.00 for a total
payment of $16.00. With operating earnings close to twice this
figure an increase in the regular rate or a larger extra could be:
paid. The bank usually meets for dividend action the first week
in December. v

The Chase Bank has been hard hit by taxes in recent years
and has accrued excess profits taxes. It may be that with tax.
relief in sight an extra will be paid.

Since Guaranty Trust split the stock five-for-one last year
the bank has been paying at a $3.00 annual rate. While no change
is likely in this rate of payment, a modest extra seems a reason¬
able expectation.

In view of the conservative payment made by the Hanover
Bank some step could be taken to enlarge the distribution. How¬
ever, it has not been the policy of the bank to pay extras and the
$4.00 rate has been maintained for a long time. If the payment
is increased it may be accomplished through a small stock divi¬
dend as was the case two years ago. ^

The Manufacturers Trust has paid dividends at the rate of
$2.80 for 1953. An increase to $3.00 either by an extra payment or
a 75-cent quarterly rate is believed possible.

For National City another small stock dividend may be paid
this year. In view of the conservative payout and the prospects*
for earnings, a larger cash payment or an extra could be paid
instead. , - '

For the other institutions one or two may enlarge their pay¬
ments. At least extras and regular payments equal to those paid
last year should be maintained.

tional monetary conferences to
mere miasmas of platitude. One

thing is certain and the rest is
lies! The one certain thing is the
eternal and ever-operating power

of the free market—and its effect

on gold.
Yours faithfully,

J. F. EGGELSTON,
Lecturer to Local Centres of the
Institute of Bankers.

16, Parkfield Crescent,
Harrow, Middlesex, England.
Sept. 16, 1953.
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News About Banks

and Bankers
CONSOLIDATIONS
NEW BRANCHES
NEW OFFICERS, ETC,
REVISED

CAPITALIZATIONS

I '

On Oct. 22 the Manufacturers
Trust Company's 25 Year Club
held its 14th anniversary dinner
at the Hotel Astor. Seventy-one
new members were welcomed by
Mr. Horace C. Flanigan, President.
William O. Walter, President of
the Club, presented watches to
.four 40 Year members. Total
membership consists of 687 mem¬

bers, of whom 67 are retired.
The following officers were

elected for the ensuing year:
Matthew McKenney, President;
Russell Eberhardt. Vice-President,
and Henry C. V. Cann, Treasurer.
Permanent Secretary, Percy A.
:Goodell.

* * *

Edward E. Steele, a Vice-Pres¬
ident of Manufacturers Trust

- Company, New York, died on Oct.
23 at his home after a long illness.
He was 63 years old.
Mr. Steele became a Vice-Presi¬

dent in 1937 through the merger
with the Equitable Trust Company
of New York of which he had
been an officer.

* * *

C. Wadsworth Farnum has
been elected Vice-President of

Bankers Trust Company, New
York, it was announced on Oct.
26 by S. Sloan Colt, President.
Mr. Farnum had been an Assist¬
ant Vice-President.

He is assigned to the Bank's
Pension Division, where he suc¬
ceeds to the post held by Francis
A. Cochrane, Vice-President, who
has retired after 31 years of serv¬
ice.

* * J?!

Directors of Chemical Bank &

Trust Company, New York, pro¬

posed a stock dividend of 10%,
subject, to approval of the share¬
holders at a special meeting to be
held Nov. 12.

N. Baxter Jackson, Chairman,
announced that the distribution, if
.approved by the shareholders, will
be made on Dec. 9 at the rate of
one share on each 10 shares held

„of record Nov. 25. Where frac¬
tional shares are involved, instead
-of issuing scrip, cash will be paid
.on the basis of the closing bid
price for Chemical Bank stock on

Dec. 3.

Mr. Jackson explained that the
>10% stock dividend will, in effect,
increase the bank's annual cash
i dividend payments from $5,080,-
tOOO to $5,588,000, because it is an¬

ticipated that the present annual
rate of $2 per share will be con¬

tinued. This compares with total
■dividend payments of $3,600,000
in 1950 when the rate was $1.80
*per share.

T o effect the stock dividend,
Chemical shareholders are being
asked, at the Nov. 12 meeting, to
authorize an increase in the bank's

capital stock from $25,400,000 to
$27,940,000, and to authorize 254,-
000 new shares of $10 par value.
Upon such authorizations, the di¬
rectors plan to transfer $2,540,000
from undivided profits to surplus
and then to transfer a like amount
from surplus to capital. The bank
then will have capital of $27,940,-
000, surplus of $85,000,000 and un¬
divided profits in excess of $17,-
000.000.

The last previous stock dividend
distributed by Chemical Bank was

on Nov. 25, 1945 when 25%, or
one share for each four held, was
issued. The last increase in the

annual rate of cash dividend was

from $1.80 to $2 a share on April
1, 1951.
J. Lee Rice, Jr., Vice-President

and Director of the West Penn

J. Lee Rice, Jr.

Electric Company, has been ap¬

pointed to the advisory board of
the 30 Broad
Street Office
of Chemical
Bank & Trust

Company,
New York, it
was an¬

nounced on

Oct. 22 by N.
Baxter Jack¬

son, Chair-
man.

Mr. Rice, a
native of

Butte, Mont.,
is a director

0 f Indiana -

Kentucky
Electric Cor p., Monongahela
Power Co., Ohio Valley Electric
Corp., West Penn Power Co. and
West Penn Railways Co. He is
Vice - President and Director of
The Potomac Edison Co.

• 1 * *

A new office of the Bank of the
Manhattan Company, New York,
opened in Forest Hills on Oct. 28,
Lawrence C. Marshall, President,
announced. Located at 104-17

Queens Boulevard, it is the 34th
office of the Bank in Queens and
will bring to 57 the number of of¬
fices operated by the bank. It will
be under the supervision of Rob¬
ert Dandrea, formerly Manager of
the Bank's Fresh Pond Road of¬

fice.
* * *

Blair, Rollins & Co. Incorpo¬
rated as managers of a group
formed to underwrite the recent

offering by The Franklin National
Bank of Franklin Square, L. I. of
39,000 shares of its capital stock
have announced that all such

shares have been subscribed for.

The stock was offered to stock¬

holders at $43 per share, at the
rate of one new share for each 10
shares held of record on Oct. 6,
1953. In addition to the regular
quarterly dividend of l/78th of
a share payable Nov. 1, the stock¬
holders will receive an additional
dividend of 9/31st of a share (ap¬
proximately a 29% stock divi¬
dend) payable Dec. 1 to stock of
record Nov. 20.

Associated with Blair, Rollins
& Co. Incorporated were W. C.
Langley & Co.; Hornblower &
Weeks; Grimm & Co.; Boenning
& Co., and Hallowell, Sulzberger
& Co.

The stock offering was given in
the Oct. 8 issue of the "Chronicle"
on page 1354.

❖ ♦ $

The Elmira Bank & Trust Com¬

pany, Elmira, New York, on Nov.

2, 1953, will have completed a full
century of service. In commem¬

oration of its 100th Anniversary
the bank has published a booklet
describing not only the growth of
the bank itself but also of Elmira.
It also points out the most im¬
portant happenings in this cen¬

tury of progress. The bank started
with a capital of $200,000 which
has grown so that on June 30,
1953, total resources were $53,-
412,966.

* * *

It was announced on Oct. 20

that the directors of the Girard

Trust Corn Exchange Bank, Phila¬
delphia, Pa., and the North Phila¬
delphia Trust Company, Philadel¬
phia, Pa., have endorsed a pro¬

posal for merging under the name
of the Girard Trust Corn Ex¬

change Bank. The proposed plan
is subject to the approval of
shareholders of both institutions
as well as that of state and Fed¬
eral banking authorities.
Under the plan, stockholders of

North Philadelphia Trust Com¬
pany would receive three shares
of Girard Corn Exchange Bank
plus $120 in cash for each share
held. Girard Trust Corn Exchange
Bank, which has 14 branch offices
in Philadelphia, had assets of
$598,000,000 on Sept. 30, when
those of North Philadelphia Trust
Company were $22,000,000.

* * *

The Central - Penn National
Bank of Philadelphia, Pa., on Oct.
14 increased its > common capital
stock from $3,750,000 to $5,000,000
by sale of new stock.

$ * *

Directors of the Central Na¬
tional Bank of Cleveland, Ohio,
have called a special meeting of
stockholders for Nov..2 to act on
a proposal to increase the capital
stock by sale of 140,625 shares.
The proposal recommends of¬

fering of the additional shares to
present stockholders, pro-rata, on
a subscription basis of one new
share for each four held on rec¬

ord date.
!|! ❖ *

Carl F. Wente, President of the
institution, disclosed that Bank of
America, San Francisco, Calif.,
has allocated more than $12 mil¬
lion for new buildings and im¬
proved facilities during the next
year and a half. Planned (with
some already scheduled) are con¬
struction jobs for 86 of the bank's
branches, while 45 more projects
are already under contemplation
for the subsequent period, it was
revealed.

Officers of the bank estimate
the average unit to cost approxi¬
mately $141,000, with the 86 pro¬
jects ranging from a $10,000 en¬
largement at Compton branch in
Southern California to a $475,000
new building now under con¬
struction in Santa Rosa.

Forty - six new buildings are
planned for existing branches. Of
these, the following will be
started immediately or are al¬
ready under construction: Merced,
$420,000; Mountain View, $345,000;
Wilshire-Vermont (Los Angeles),
$300,000; Anaheim, $258,000; North
Sacramento, $255,000; Wilshire-
15th (Santa Monica), $252,000;
East Side (Stockton), $250,000;
Redondo Beach, $244,000.

Among others in this. category
involving similar degrees of ex¬

penditure are: Sunnyvale, La
Mesa, Bakersfield - Westchester,
Santa Maria, Hawthorne, National
City, La Habra, Monrovia, Colton,
Belmont - Blackstone .(Fresno),
East Whittier, Buena Center
(Ventura), Greater Broadway
(Sacramento), El Cajon Boule¬
vard (San Diego), Redwood City,
and Porterville.

James S. Grow Joins

I st Nat'l of Birmingham
BIRMINGHAM, Ala.—James S.

Crow has joined the bond depart-
m e n t of the

First National
Bank of Birm¬

ingham, First
Avenue and

20th Street.
Mr. Crow was

formerly
Manager of
the sales de¬

partment for
H e n d r i x &

Mayes, Inc.
and prior
thereto was

Assistant
V i c e-Presi-

d e n t and

Manager of the bond department
of the First National Bank of
Mobile.

Joins Chiles-Schutz
(Special to The Financial Chronicle)

OMAHA, Neb.—David A. Upp
has joined the staff of Chiles-
Schutz Co., Omaha National Bank
Building.

James S. Crow

T. Jerrold Bryce Named io Head
Investment Bankers Ass'n in 1954

CHICAGO, 111.—T. Jerrold Bryce, a senior partner of Clark
Dodge & Co., New York, has been nominated as the next President
of the Investment Bankers Association of America, it was an

nounced by Ewing T. Boles, The Ohio Company, Columbus, Presi"

T. Jerrold Bryce Robert H. Craft *Holden K. Farrar

Lewis Miller Ralph E. Phillips Walter A. Schmidt

dent of the Association^! Named with Mr. Bryce are the following
nominees for Vice-President:

Robert H. Craft, American Securities Corp., New York.
Holden K. Farrar, Smith, Barney & Co., Chicago.
Lewis Miller, The First National Bank of Chicago, Chicago.
Ralph E. Phillips, Dean Witter & Co., Los Angeles.
Walter A. Schmidt, Schmidt, Poole, Roberts & Parke, Phila.

Nominations, made by the Board of Governors, are considered
tantamount to election in the IBA, which will act on the ticket at
its annual convention scheduled for Nov. 29-Dec. 4. at the Holly¬
wood Beach Hotel, Hollywood, Fla.

Mr. Bryce has been in the investment banking business for
almost 40 years— his entire business career. Upon completing
formal education at Ohio State University he entered the employ
of the bond department of Harris Trust and Savings Bank, Chicago.
Eight years later, after several years in the United States Navy,
he joined the Illinois Merchants Trust Company of Chicago and
was appointed Manager of the Bond Department. Subsequently
this bank merged to become the Continental Illinois National Bank
and Trust Company, of which he was made a Vice-President. After
22 years on La Salle Street, he moved to New York in 1935 to be¬
come a partner in Clark, Dodge & Co.

Since 1927 Mr. Bryce has been active in IBA affairs, has held
numerous positions of leadership within the securities industry, and
through his efforts in behalf of the investment business, is widely
known throughout the financial community. He has served on
various committees of both the New York Group and the Central
States Group of the IBA, was Chairman of the latter 1930-31 and

?s.,over years been a member of various national committees
of the Association.

Mr. Bryce was a Governor of the IBA, 1931-34. and a Gover¬
nor of the National Association of Securities Dealers 1947-49, and
is now a Governor of the New York Stock Exchange.

On two occasions Mr. Bryce has served as Financial Consult¬
ant to the Federal Government. In 1931-32 he was on the Special
• '"Yrf,i0J^u^0mm^ee *.° President on Government Finance, and
iu m was aPP°inted Securities Industry Liaison Officer to
the Treasury Department. 1 -

PAS Div. ofWall St.
To Hold Ann. Dinner
Richard H. Stewart, of Lehman

Bros., President of the Purchases
and Sales-Tabulating Division of
Wall Street, Association of Stock
Exchange Firms, has announced
that the annual dinner of the divi¬
sion will be held at the Hotel
Statler on Thursday, Nov. 19,1953.
Bert Seligman, of Thomson &

McKinnon, Chairman of the En¬
tertainment Committee, stated
that arrangements have been
made for 500 members and guests.

Langley-Howard, Inc. Open
PITTSBURGH, Pa. ;— Langley-

Howard, Inc. has been formed
with offices at 140 Stanwix Street
to engage in the securities busi¬
ness. George J. Langley, a prin¬
cipal of the firm, was previously
with Graham & Co.

First of Michigan to
Open Columbus Branch
COLUMBUS, Ohio — First of

Michigan Corporation will open 2
branch office in Columbus, Ohio,
Nov. 1, in the Huntington Nn
tional Bank Building. Russell U
James, formerly Co-Manager 01-
Baxter, Williams & Co., invest*}
ment firm in that city, will Jd*
Manager of the new branch, whic^
is First of Michigan's ninth in tnj.
east and middle west. It wii
serve Ohio, Kentucky and soutn-
ern Indiana.

Doyle, O'Connor Co. Ope*1
Branch in Gary, Ind.

GARY, Ind.—Doyle, O'Connoj
& Co. of Chicago, have opened
branch office in the Gary 1
tional Bank Building, under
direction of H. W. McKinney.
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M« Serious Depression Likely
In Chemical Industry
By LELAND I. DOAN*

President, The Dow Chemical Company

Prominent chemical executive decries talk of serious depres¬
sion, along with the accompanying atmosphere of pessimism
and timidity. Sees no serious recession ahead, but looks for
merely a reduced pace in the upward industrial trend. Warns
against business becoming stampeded by every little dip and
rise. Admits excess production capacity is likely, but holds
"there are worse threats to our price structure than over¬

capacity." Discusses new developments in Dow Chemical
Company as well as chemical industry as a whole.

(1643) 27

and attitudes among their own

people.
As Peter Drucker expressed it

in "Harpers" a couple of months

On the other hand, we feel that in this first half of the century somehow have not discovered that ^
continue to been committed to a policy of free these techniques and attitudes are

♦ ,p.rospects foF ^ext tfade. Dow has never feared do- the secret of the very mass mar-

l5 ii gr?uP;. Plas*lcs> mestic competition, but it has al- ket they would like to tap, and
oLl?e .flbeJs> synthetic deter- ways had good reason to fear therefore, that they could takegents, resins for protective coat- foreign competition — from the steps to further similar techniquesmgs and chemicals for pesticides time Herbert Dow battled the
and herbicides should show the German bromine convention in
greatest growth. Chlorinated prod- 1906.

yets, both for solvent usage and The idea of free trade—of alio- X11 a Wu,lc „Wu«»

c„he™lcal manufacture also eating each productive job to the ago, Europe has an invisible brickiook good. most efficient—is theoretically and wall in the form of a goal thatProducts made from ethylene philosophically very appealing. I sets up "prewar" (pre-World War
c+^LJbenzyne should continue think it would be very nice if the I, he says) as the state of perfec¬ts g, and products made from world could become that econom- tion. In other words they seem

f^!^ ?eAar.eubC;COmlrug ??re„in?- ical]y civilized—but I do not ex- incapable of looking forward forportan Antibiotics should sell in pect to see that state of Utopia in being preoccupied with lookingvo ume, with new ones coming my lifetime, nor, I think, will my backward. In this country we havea ong. Ammonia is in strong de- grandchildren live to see it. capitalized on the precise oppositemand both as a fertilizer and for In the very first place it assumes viewpoint.
ru?1- synthesis. that the world can be assured of Now, let us take just one moreObviously many basics, like lasting peace and cooperation— pertinent fact. From the current

i ness outlook,
j w o u 1 d be
much easier

[ for all of us
if someone

could tell us

exactly, and
with certainty,
iust what that
outlook is.

That, how¬
ever is a mat¬

ter on which
everyone
seems to have
his own opin¬
ion, bul basi¬
cally I think
most business-

I suppose the only proper back- for a long time, and while we . .

o

drop for our little discussion here must necessarily adjust our think- inorganic acids and caustic soda, that no nation need wo^ry" about agitation for^"tariff"''reduction ^or
today is the current over-all busi- ing in the light of temporary sit- can be expected to pretty much the necessity of preserving and elimination, one would gather theConsequently it uations, we try to keep our eyes parallel chemical and general encouraging industries vital to its impression that we are being un-on the long range. The curve of manufacturing activity, in what- defense. Unfortunately, we seem fair that we are a high tariffour national economy has never ever direction that goes. So taking if anything less far along the road country. Such is not the case. Ourfollowed a straight and unwaver- it all in all it looks to us as though to world peace than we might total customs collections amount

ing line in any direction . . . and the chemical industry, because of have appeared 50 years ago. So
there is no reason to expect that its diversification, should ride we have a very real and impor-it will in the future. But the through this phase of the cycle on tant reason for remaining as self-
thing that can make a roller- a fairly even keel. sufficient as possible in produc-

In our own case we rather tion essential to our civilian and
anticipate some lag in our in- military well being.
dustrial chemical line. But we ex- in the second place, if we are
pect good support from magnesi- properly to determine who is the total elimination of all U. S. cus-
um and agricultural chemicals most efficient, does it not neces-
and an increase in plastics. In the sitate a somewhat more compa-
latter division several new prod- rable standard of living among

_ acts should be helpful in advanc- the various peoples of the world?
casion, of surplus. Right now we *ng the overall volume. We will if an English manufacturer, for „ vv V4iV. _

seem to be at the catch-up stage have greater production of poly- example, requires twice the hu- our own living standards, and cer-and facing some surplus. .Cer- vinyl chloride, a field we entered man input we do in making prod- tainly hazardous to the industrial

coaster out of gently rolling ter¬
rain is for business to become

stampeded by every little dip or
rise.' '

Likewise the history of the
chemical industry has been one of
cycles—of excess demand, of ex¬

pansion, of catch-up and, on oc-

to less than 5% of the value of
our total imports—and that is-
lower than for any major Euro¬
pean nation. The United King¬
dom's even runs in excess of 25%.

Now, considering all these facts
it appears to me that even the

toms would have very little effect
in alleviating the manifold prob¬
lems of foreign nations. Con¬
versely, such a move would be
hazardous to the maintenance of

Leland I. Doan

and observers fall roughly tainly there is some over-capacity only a few months ago and 1954 uct X but can still undersell the self-sufficiency so necessary to our
. __ m. ii p. Rut thic nvpr-panahitu ic nnt snouia. see us in production on American manufacturer because defense

unanticipated. On the contrary, it Polyethylene. It will also see us he pays only 20 to 25% the wage I submit that the world is not,
is a previously forecast result of producing an entirely new mono- rates, is he truly the most effi- and may not for many years be,• j ii . i

.
. 1 mAl" i\7inirI tnlnono ixrViinVi ViAlrlo 10 r\ n. . i n . „ , . „ , .

beyond the requirements of a

normal, peacetime, civilian mar¬
ket. There are some ill winds
blowing, with some bad straws in
them. Most any little disturbance
can nudge us into a tailspin.
The other school, of thought

runs something like this: True,

cient? On the contrary, it seems
to me that he is definitely the less
efficient . . . and that his advan¬

tage in the marketplace is had

into one or™otto oAwS pve^acityirnot should, see us in production
schools of thought
Onp srhnnl nf thought wv? in 1S a previously forecast result of rwuuung an new iuuuu-Une school of thought says, in

international emereencv and mer> ivinyl toluene, which holdseffect: Let's face it—we are in a an international emergency, ana > j .
nlastirs and

precarious position. We have been a consequent governmental pol- £^ plastics and
riding the wave of an artificially ^ which made it necessary for °™ei uses
created boom that has carried us industry to expand many capac- Meanwhile we have not been

lties beyond expected civilian de- standing still in developing our only at the expense of the stand-
mand. By the same token it is older plastics. We have a new ard of living of his employees,
an indication that business, by latex of the saran type for coat- Truly superior efficiency can come
and large, was justified in asking ings applications and will be com- only from superiority in resources,
accelerated amortization of new ing out with what might be called in technology or in skill. So our

facilities. styrene alloys., These are copoly- beautiful theory breaks down.
It seems probable that there mers of styrene in combination In this country we do not be-

will be some excess capacity for with other monomers. Some have lieve in child labor or the sweat-
we have been "artificiallv stimu' many commodities for the next application in the coatings field, shop. We have achieved, and be¬
lated and WP rppnffni7P that thic two to five years, by which time while others will be of interest to lieve in, a high standard of living,
sort if thine does not en nn for- civilian demand should again the plastics molding industry. Is it logical for us to adopt poli-
ever. But the artificial factor has catch up with the excess of ca- Again, if we look at some of our cies which take advantage of the
been a relatively thin layer in the Pacity, to start the cycle over most important customers we find foreigners low standard and at
total economy, and most of our again. This outlook, of course, as- we are looking at plastics molding,
recent progress has been a sound sumes that the international out- agricultural, oil, textiles, protec-
upgrading of the American stand- 1 0 0 k remains relatively un- tive coatings and so on—industries
ard of living. Hence we have an changed, does not worsen. which we might expect to hold up
alert and eager civilian market Excess capacity is always a comparatively well in the face of
whose requirements are not far threat to prices,' but with high a general economic slow-down. As among the world's nations. It as-
behind our present capacities - capital investments and labor I have said many times, we have sumes the open competition of
These ill winds and bad straws rates, industry certainly will be our eggs in many baskets and feel private enterprises. It assumes
are actually far less important making every effort to stabilize that puts us in an advantageous that competition is not to be re-*u"~ ^

- - - •"

—stricted or artificially influenced
by such things as trade quotas,
governmentally subsidized indus¬
tries, cartel marketing or other

we will have a good but of course arbitrary price fixing arrange-

ready for truly free trade—and that
until such time as the world is

ready for lasting peace and coop¬
eration among nations we must
jealously guard our own economic
well being and the policies and
practices which have made it
possible.

Fisher Chairman of

New York IBA Group
Robert W. Fisher, a Vice-Presi¬

dent of Blyth & Co., Inc., was
elected Chairman of the New

the same time would tend to drive York Chapter of the Investment
our own standards down toward
the level of his?

In the third place this beautiful
theory assumes truly free trade

prices are bound to decline. How- say that it looks now as though
I don't suppose any of you have

question where we stand in
"us picture. The Dow Chemical

h0t5Jpaay has not gained its repu-

nhiin if £r°wth by following aP ilosophy of pessimism or tim-

cpJ-' mOU aP remember the "re- , —, ~

^ssion talk that came with the ticularly, we may see some soften-

ever, I think there are worse
threats to our price structure
than our own over - capacity,
which I will touch upon later.

So from where we stand today
it appears that for the immediate
future, that is, during 1954 par-

not a stupendous year. Expiration
of the EPT will be helpful to our

earnings, but the "help" probably
won't show because of increased

depreciation. Last year we paid

ments, manipulation of currency
and so on.

This brings us to some very
practical considerations. The eco¬

nomic ill health, if such it be, of
$51/2 million in excess profits tax the free world is a highly corn-

equal to 25 cents a share—and plex malady. World trade is ham-

Bankers Asso¬

ciation at the

Chapter's
annual fall
forum and
dinner.

Actively
identified with

the IBA for
25 years, Mr.
Fisher served
as Chairman
of the Educa¬

tional Com¬

mittee for the

New York

Chapter for
eight of the

last 10 years and has served on
the National Education Committee

during the same period. He was

n

Robert W. Fisher

close of World War II—yrt during ing of'prices and possibly some our parent company base this year pered by all the restrictions and ^p^dent for the
_e single fiscal year between decline in total dollar value of be between $70 and $75 mil artificial stimuli I just mentioned, Tnin+ PnmmiUon rm F.rhiputinn

thUPe I46 and May '47 we more production. I say "possibly" be-
ijjfjn doubled our net plant It cause there will be some compen-
th , stands at nearly 6M> times sating forces at work so that whenae level of 1946—and all during we take chemical production and
jaese years we have been hear- lump it all together I think that
don ln^rrnittent prophecies of if there is a decline it should not
could' 1 guess the Pessir"ists exceed 10%.
askinpSf,Y have really been There will probably be some

T 8 lor n- lag in old line industrial chemi-
i?L 1 hold with the current cals and drug intermediates, the

any more than I did with latter of which are currently suf-

lion. But we will have an added plus many more. Thus far I have
$13 million of depreciation, so if heard of no proposals to eliminate
we cannot increase our dollar or reduce these factors. In other

earnings we are at least earning words, our current free trade agi-
plant. tation appears as an all-take-and-

Well, a moment ago I mentioned no-give proposition,
other threats to our price struc- Underlying all this is the basic
ture. I am thinking not of 1954. failure of most foreign countries
I am thinking long range, and I to understand that mass produc-
am thinking specifically of our

current great controversy—U. S.
thosp 7,nre man 1 did with latter oi wxuuxi mc ^ nnlirvse of 1946. However, let me fering both from imports of for- tariff po cy*■«Ke a few qualifications At the eign materials and the develop- I may as well say at the outset
c»5 ..do not consider it a "re- ment of new medicinals. Ethylene that I am by instinct a high

°n or a "decline" to tin for- glycol for anti-freeze has had an tariff man." Historically I know
• &

„ , . • 1 ^114-1 +U+ nnv nnmnnnir w-iirrlif Kmio
unfavorable inventory condition that our company might have

continue passed out of existence early in

Ward at ^

'han thl Epeed somewhat less ,

been pSce at which you have which seems likely toeen
running. At the worst—if into 1954, and any reduction in the century had it not been for

se! r,et,actlia"y facing a vallev I automobile sales would tend to the protection, or partial protec-
to h.tU« reasan for ixpecting it aggravate this. A reduction in out- tion, of import duties on such
win; wther very deep or very P"' of synthetic rubber is in pros- commodities as bleach and bro-™lae. We expect to be in business pect heranse of reduced prices mides. And I am certain that our

tion depends upon mass consump¬
tion. We have developed, among
our own people, the greatest mass
market in the world, and it is
understandable that other coun¬

tries look upon it as a most desir¬
able outlet for their products. Yet
they have done little to encourage
similar mass consumption within
their own borders.

They do not understand our in¬
dustrial and consumer acceptance
of obsolescence. They consider it
wasteful. Likewise they consider

Joint Committee on Education
which was founded in 1947 by
component organizations in the
investment business, including the
New York Stock Exchange, New
York Curb Exchange (now Amer¬
ican Stock Exchange), the Asso¬
ciation of Stock Exchange Firms,
and the National Association of

Securities Dealers.

As Chairman of the Chapter,
Mr. Fisher succeeds William M.,
Rex of Clark, Dodge & Co. Ru¬
dolph Smutny of Salomon Bros.
& Hutzler and Richard A. Woods
of Merrill Lynch, Pierce, Fenner
& Beane were elected Vice-Chair¬
man and Secretary-Treasurer, re¬
spectively.

Thomas L. MacDonald
Thomas L. MacDonald, for

many years in Wall Street, and♦An of natural rubber, and in pesti- growth, as well as that of the wasteful. Likewise they consider many years in Wall Street, ana
H<es SSPft Dr. Doan at the Great rides for example,' some products chemical industry generally, our highly developed advertising formerly a partner in T. L. Mac-lan^ O TS'Orial Confpr„^„ i 1__ Al LiUTO, -f ' * •, J T , n „ . j ] r . ii l I _• « n _ r\~ P. n* nurov A+ liteuld Soci^yncf Security"Ana/ the Cleve" are^becoming"surplus as newer would have been far indeed from and promotional techniques in the Donald &^Co.,^passed away at his■ °-October 13?I953naysts'C,eve" products replace them. - -* ^ ^ -.cspectacular had the United States light of economic waste. They home on October 16.
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A More Liberal Trade
Policy in Oiling

By WILLIAM S. SWINGLE*

President, National Foreign Trade Council, Inc.

Foreign trade spokesman expresses view future U. S. foreign
trade policy would be reasonably but not excessively liberal,
while "our stake in world trade has grown far too great to

permit the sudden adoption of any highly restrictionist meas¬
ures." Discusses question of future tariffs and other barriers
of trade, but contends creating world business confidence and
expanding world trade involves far more than adjustment of

, U. S. import tariff schedules. Scores inflationary monetary
-policies abroad and treatment of foreign investments in some

countries and areas.

■ The Commercial and Financial Chronicle... Thursday, October 29, 1953

William S. SwinfU

in inter-

In presenting a< review of the
impressive current situation of
.American international trade and

investment together with observa¬
tions on the

problems that
lie ahead in
Shis field, I
-wish first to

-journey back
"briefly into
the historical

background.
Confining this
An the main to

^fairly recent
limes will en¬

able, us to de¬

velop a real¬
istic, concept
of the position
to.day of
.American business
national relations.

An economic characteristic of
the latter half of the last century
*

was ! the understandable pre-

-oceupation of United States busi-
joess leaders with the development
-of the production and distribution
^facilities required to serve the
enormous needs of our domestic
..market. That market was con¬

tinental in scope and yet signifi¬
cantly free of inter-state trade,
currency, and investment restric¬
tions. True enough, booms and
slumps were experienced but the
♦overall result was the accomplish¬
ment of great economic progress.
.In order to broaden the base for
ifthe gro\yth of business, more and
unore American companies, not¬
ably after ,the turn of the century,
ventured into world trade. Many
•of them developed sound and
profitable international opera-
lions. In 1914, a landmark to an

expanding American foreign com¬
merce was established. In that

^ear a number of public-spirited
leaders of American industry or¬

ganized the First National For-
Trade Convention at Wash¬

ington in a concerted effort to
analyze the conditions which
.facqid them, and to contribute to
Ihe development of sound and
-constructive commercial policies.
Historically, the holding of the
Convention signified that foreign
trade had ceased to be merely a

-si#e issue of American business,
-and had won recognition as a
vital and major component of our
•economy,

Thereafter, for a quarter of a

eejutury, the American drive to
penetrate markets and to seek
"itwew sources of supply throughout
thqrworld picked up momentum,
l&drparkable gains in the value
.and volume of exports-and .im¬
ports were attained until the de¬
pression years brought with them,
a steep decline and grave, set¬
backs. Many of you will recall the
♦economic and financial vicissitudes
♦of. those still recent times. Our
own country, along with many
■others, too frequently turned' in
ill-advised haste to spurious poli¬
cies which may be summed up

•under the heading of autarchy, or
♦economic self-sufficiency. T h e

"•An address by Mr. Swingle before
fli$ Northwest World Trade Chib, Min¬
neapolis, Minn., Oct. 21, 1953.

trade agreements program in¬
itiated by former Secretary of
State Hull represented an excep¬
tion to the more general rule.
Considering the severity of the
world-wide difficulties which then

prevailed, much was accomplished
to counteract the philosophy and
practices of extreme nationalism
and restrictionism. The darkness
of the world economic picture
during the depression years was
intensified by the application for
political purposes of doctrines of
government-managed production,
currencies and trade. Neverthe¬

less, American foreign traders and
investors, noted as they are for
enterprise and tenacity, main¬
tained a volume of business which,
in retrospect, looks surprisingly
large.
There is apparently a wide¬

spread belief that American pri¬
vate foreign trade largely came
to an abrupt halt at the outbreak
of World War II and started up

suddenly again when the war had
been won. Such was not the case.

Although controlled by the gov¬
ernment probably even more

rigidly than business at home,
foreign trade was carried on

throughout the war years. The
difficulties and uncertainties were

enormous, but our country and
the countries allied with us reaped
economic advantages from the
wartime commerce. The harvest
of American traders, let us recall,
consisted frequently of headaches
but with the sense of an essential

job well done.

Postwar Development

The period from the end of 1945
to the present has been packed
with momentous military, political
and economic events. To sum¬

marize the economic events alone
is a task about comparable to re¬

ducing the plays of Shakespeare
to a page or so. However, of out¬
standing interest in the field of
foreign trade are several plain
facts. American exports have been
sustained at an average of nearly
$1V2 billion a month since the
close of World War II. By the
end of 1953, the total of our ex¬

ports (exlusive of military items)
over the 8-year span will have
reached approximately $135 bil¬
lion. While a substantial part of
this business was covered by aid
programs, we should bear in mind
that imports into the United
States during the same years
amounted to $95 billion. By far
the greater proportion of Ameri¬
can trade

, with other countries
during this period has been'on a

basis of exchange -of our goods
and services for goods and serv¬
ices from abroad. The current
situation is indeed impressive. Irr
1953 alone the total value of ex¬

ports and imports is expected to
range close to $34 billion, which
compares with the $5 billion level
of 1914. Our country is conducting
international trade on a larger
scale than apy other country in
the world. At the same time a de¬
cline in exports of agricultural
products and fuel is taking place,
and the competition faced by ex¬
porters of finished and manufac¬
tured product^1 fS. growing more

and more intense in numerous

overseas markets so that we can

not be complacent about our for¬
eign business. On the other hand,
the immense total of our world
trade stands at the present time
as a solid and striking indication
of the continuing forward progress
of American productive and dis¬
tributive techniques. For the first
year in about two decades the
international commercial trans¬
actions of the United States are

substantially in balance. In fact,
foreign countries are adding to
their gold and dollar reserves be¬
tween $2 and $2% billion this
year, which augurs well at least
for the near future. To sum up

the current picture, the high
levels of our international com¬

merce are yielding economic
benefits of great importance to
industry, agriculture and labor
from coast to coast in our country.
Beyond our borders, the terrific
volume of our trade forms a vital
factor in the economic strength
and development of many friendly
countries.

U. S. Direct Investments
Abroad

Closely linked with interna¬
tional trade are the direct invest¬
ments of United States companies
abroad. These capital placements
in wholly or partially American-
owned enterprises in foreign
countries have now reached the
total of $15 billion, a figure ex¬

ceeding by a clear margin the
similar international investments
of any other country. In most
cases the enterprises operated by
our fellow countrymen in other
lands are returning attractive
earnings. The contribution they
make to economic development
and better living standards within
the host countries is outstanding.
Yet, despite the obvious ad¬
vantages of cooperation with
American private enterprise, our
existing investments in many
parts of the world are compelled
to contend with a wide range of
difficulties, and the atmosphere
encountered by prospective new
investors is all too often forbid¬
ding. In spite of this it is a fact
that American private direct in¬
vestment abroad is impressive and
represents a powerful growing
factor in our world-wide commer¬

cial relations.

An outstanding aspect of Ameri¬
can foreign commerce, which over
the years has grown to be one of
its most beneficial characteristics,
is the great diversification of

products entering into the coun¬

try's export and import commerce.
On Monday, for instance, you may
talk with a man accustomed to

dealing in one line of goods going
to one country or area of the
world. He may inform you
gloomily that foreign trade is
about to breathe its last gap. But
on Tuesday, Wednesday, Thursday
or Friday you may talk with other
men, selling or buying different
articles in other countries and
areas. They will tell you briskly
and with satisfaction that foreign
trade isr, flourishing, better than
ever. In the whole forward sweep
of progress in our field there have
been numerous business casualties
and disappointments. Very likely
there are more to come. Yet over¬
all progress has been made, and
the outlook is for further gains,
owing in part to the exceptionally
wide variety of agricultural and
industrial products abounding in
our foreign commerce and the
ability of American business to
meet the changing vequirements
of trade. We can take encour¬

agement from knowledge of the
ever broadening diversity of
American economic activity, and
from knowledge of the vast range
of world needs.
The developments of the future

are dependent t6 a large extent on
policy set at high governmental
levels. Manufacturers/traders, in¬
vestors, bankers, transportation
and insurance companies and all

the other elements of business and

trade require a framework of en¬
couraging and dependable govern¬
mental policies. Otherwise, they
cannot make the world economy
function to the greatest advantage
of all countries and peoples. Inas¬
much as the United States has at¬
tained its position as the most
outstanding foreign trading and
investing country, we must shoul¬
der certain obligations of leader¬
ship. The problems ahead must
not be examined exclusively in
the light of our own interests but
must take into consideration a

broad world picture. One funda¬
mental proviso is in order, no
nation can lead unless others are

prepared to follow, or, stated more
accurately in regard to sovereign
countries, unless they are pre¬
pared to cooperate.

Question of Tariffs and Trade
Barriers

The question of tariffs and other
barriers to trade arises at once
when we consider the course

ahead. Over a lengthy period of
time our American policy has
been to reduce or eliminate,
through gradual and selective
means, unnecessary or excessive
import duties. In applying this
policy, we have required that
other countries extend concessions
of commensurate importance to
our trade, subject to balance of
payment controls. Currently, this
policy is under exhaustive study
by various official bodies. What
the ultimate outcome in legislation
and in administrative practice may
be none can now definitely fore¬
see. We are entitled to anticipate
that these responsible groups will
neither narrowly nor capricously
treat so essential a part of our

economy as foreign trade and in¬
vestment. The goal of creating a
world atmosphere of business con¬

fidence, which certainly must be
established if further great eco¬
nomic strides are to be made, in¬
volves far more than the adjust¬
ment of United States import
tariff schedules. The effort to ex¬

pand international trade and busi¬
ness is one requiring the combined
participation of many nations
through adherence to basically
sound economic, commercial and
monetary policies. Disputes and
debates are in prospect. The ex¬
tremists on both sides will have
their say. My conviction remains
that calmer voiceswill prevail and
that the United States will emerge
next year with a sensibly liberal
long-range policy with respect to
imports and all aspects of our for¬
eign commercial relations. Our
stake in world trade has grown far
too great to permit the sudden
adoption of any highly restriction¬
ist or in fact excessively liberal
policy.

Weak Monetary Policies

merce would be to work toward
tougher and saner financial poli¬
cies. We can go about this first
by setting a good example our¬

selves, and, secondly, by utilizing
whatever powers of persuasion
and influence we may appropri¬
ately bring to bear.

U. S. Investments Abroad

A third major question which
we shall have to try to settle in
the field of international economic
policy consists of the approach to
be taken in connection with pri¬
vate foreign investment. Ameri¬
can private capital will assuredly
seek employment abroad in
amounts considerably above the

present $15 billion level if condi¬
tions for its safety and for busi¬
nesslike operations are estab¬
lished to our greater satisfaction.
In some countries conditions af¬

fecting foreign investment are

quite satisfactory. Such countries
are gaining solid advantages from
the presence of United States pri¬
vate capital and from the accom¬

panying application of American
productive and distributive tech¬
niques adapted to local environ¬
ments. The hostility and suspicion
with which private enterprises
exploring investment possibilities
are greeted in some countries and
areas abroad must be overcome.

It would richly repay the leaders
of these^ countries to forego in¬
dulging their political ideologies
and to set forth on a constructive

path to economic cooperation and
advancement. In other countries,
higher on the scale of economic
development, the necessity should
be recognized of turning away
from policies of rigid and perva¬
sive regulatory controls imposed
on management. Aonther barrier
to sound investment, whether for¬
eign or domestic, takes the form
of government competition with
private industry. This is not the
economic approach, and usually
resolves into a method of eco¬

nomic self-strangulation. The
burden of correcting these condi¬
tions and creating a more favor¬
able climate for investment rests

primarily with the foreign coun¬
tries themselves. But there are a
number of steps which the United
States might take unilaterally to
stimulate the outflow of private
investment capital. It can be
made plain that public funds will
not be lavishly dispensed for
foreign economic projects. A
worthwhile incentive could be
achieved through the establish¬
ment by our own government of
a simpler and more liberal regime
of United States taxation of in¬
come from foreign sources. The
program of negotiation of treaties
of commerce, navigation and eco¬
nomic development can be carried
forward.

All of us are well aware that
monetary practices and foreign
exchange procedures are able to
exert far-reaching influences over
international commerce. Insidious
depreciation of the dollar and

creeping inflation of prices had
apparently been the settled finan¬
cial approach during an exten¬
sive era. From the point of view
of sound economy and of general
international business confidence,
this approach constituted a dis¬
service to world trade. The world
holds forth but a few shining ex¬
amples of nations which have
steadfastly adhered to sound
money policies. These few are
more than sufficient to illustrate
the benefits in the form of eco¬
nomic advancement to be gained
from a proper respect for the
classic monetary approach includ¬
ing greater freedom of capital
markets and foreign exchange. On
the other side of the picture, there
are dozens of examples of coun¬
tries in varying stages of economic
distress brought on by weak and
make-shift monetary expedients
employed to stave off the inevi¬
table day of reckoning. One of the
greatest contributions which the
United States could make' td the
furthering,of international com-,

Services Essential to World
Trade

In looking ahead at some of the
major questions of the future we
have touched on trade barriers,
monetary policy, and the condi¬
tions for foreign investment.
Equally deserving of treatment
within the highest considerations
of foreign economic policy are the
services and facilities vital to the
conduct of world trade. Trans¬
portation by rail, sea and air is
essential to commerce. For the
good of our foreign trade, policies
are necessary .looking to the
maintenance of strong, privately
owned, American international
transportation, services which can
be relied upon at all times. The
availability of American insurance
protection on open-market terms
of equality with insurance under¬
writers abroad is highly desirable.
The possibilities of making ar¬
rangements enabling our private
banks to extendi accommodations
for longer-term financing
to be thoroughly explored, we
have taken note of the immense
volume of international trade
which our own and a preceding
generation have built up to the
great benefit'Jof; the United States
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ond more broadly to the advan-
Ze of tbe ^orld. ^The^mainte- , ;
Snce and expansion of this trade"

presents a challenge This chal- ,
ipnee as I have indicated, includes
he achievement of sound, realistic
economic policies both at home.,
ind abroad. This challenge also
involves greatly intensified com¬
petition in the markets of the
world Every resource of pro¬
ductive and selling technique will
L needed to help us carry on
against able, astute and aggressive
competitors. Furthermore, we
must meet and overcome to the
best of our ability the obstacles
set up or threatened through the
extreme nationalistic approach of

By JOHN REILLEY*

Vice-President, The Pennsylvania Company for
Banking and Trusts, Philadelphia, Pa.

After revealing growth of instalment loans by banks, Mr.
Reilley contends, although this form of credit may not rise
much above present level, there is no reason to assume

there 11 be any significant decline in it. Says now is time for
banks to review their instalment lending policies and improve
quality of such credits through comprehensive audit programs.
Warns bankers have responsibility of keeping instalment

credit sound.some countries abroad. Simul-
ionpnuslv. we shall have to con- T , _

•^nd with those whose aim is to Instalment lending is not a new among 150 outstanding Commer-
i„f,p World business under inter- Phenomenon. Its history goes cial Banks engaged in this type
Snvernmental restriction and con- back a &ood many years; how- of lending, showed the total gross
irnl In summary terms, we are jts gr?.™th as we rec°gnize income from instalment loans
challenged to perform our highly ^ in ¬

essential duties m a world where mence u°n™j,
governments often go outoftheir thfi middle
way to compound the hazards and 4920's The
difficulties. •... . production of
In examining the nature of the automobiles,

opportunity presented to us at this a high priced
stage of the growth of America, I consumed
wish to refer to a statement made item, actually
by Mr. Juan T. Trippe, President forced the de-
of Pan American World Airways, velopment of f
who is serving as Chairman of the the i n s t a 1 - >

National Convention Committee ment buying *

of the -40th National- Foreign method. Since -l
Trade Convention to be held this then, house- : „

November. He saifl: ,"Opportun- hold a p p 1 i -
ities for commercial«development ances and

when related to the total gross
income from all loans, amounted
to 31.52%.

John Reilley

, A Period of Stability Coming

V- The outlook for the nation as

a whole, indicates that although
instalment credit ;may not rise
"-very far above the']present pla¬
teau, there is little reason , to as¬

sume a decline of any conse¬
quence. Today we find a very
.high proportion of all American
families using- this - method \ of;
paying for at least one or more

durable goods purchases. It is al¬
so obvious that,; as -resistance

.....
. builds up in the automobile and

are plain -aU^ over .-. the -world. other, durable goods have been household- appliance markets, a
Friendly international relations of widely sold on an instalment: greater emphasis will be- placed
necessity flow, from healthy'inter- basis. Banking has taken an ac-. on instalment selling (which will
national trade. Freed ; of put- tive part through this period of add further to the demand .for
jmoded double tax; burdens, gnd development. In the beginning, this type of credit. A survey con-
other road blocks, American pri- however, the participation J of ducted by the Federal Reserve in
vate enterprise can help^ carry Banks was limited to what might 1952 indicated that one group and
forward the economic .develop- be. called a wholesale function, a very important group in our
ment of the free world in an at- We extended credit to finance. national economy is a heavy user;

mosphere of mutual respect and companies, loan companies and of this credit. That group is the
confidence." ■ others, who in turn extended the young married people who have

During a period extending iust ^tail credit Recognition for the been unable to build up the liquid
over two generations Uniteddevelopment of policies and tech- assets necessary to establish a
States business has achieved ex- mc>ufs uPon >,wh'ch this mstal- home with the furnishings and
iranrHinarv Pninc in thp hrmH ment service has been built, must othep-durable goods that go along

n? j.l be given to the sales finance wiSf ik Nine out of ten young

merce Facin* the wartime re- comPanies and other lending families\n this group are pres-
straints and Peculations of two aSencies who were operating in ently, obligated under instalment
X?iZr, this field for many years before credit loans^ta some instances in
fhe rii+f-1 it- t facing a so we became involved. The sound- amounts up of available
w i j hanrlcllnn 0 a prolo"ged ness of instalment lending became income. OiftllSlftbg range side

ufc T f1Cfu apparent during the depression of of this picture,promising/'a con-nas won through to the pre- 1930's when this type of credit tinued growthvof instalment loans
in,J ,p0 ,10n world trade and liquidated exceedingly well in is the recognized popularity of in-
dZ \ • u examples of comparison with other types of stalment buying. This was not>. tner countries, however, warn ioans or mortgages. Instalment true many years ago when manyus mat we must never rest on our

iending is providing an opportun- people were wont to apologize foroars nor take economic ascend- for Banks to broaden their using: such a method to pay for
ancy tor grated. There is a full fieid of service to include people goods and services. A great deal
quota of serious problems to be from ali waiks 0f life as well as of the recent rise in instalment
met in the months and years an inc0me groups. Once Banking credit is probably due to an in-anead*

^ " entered this field of instalment crease of the number of instal-
The business and political lead- lending, its growth has been as- ment buyers rather than to a

*rs of the United States will be in tounding. This development" by greater use by substantially the
the best position to arrive at wise Banks over the past 20 years has same group. J : \ ; : : .
■policy decisions through bearing certainly brought new energy into ; we also have a substantial so-
•■constantly in mind that thousands the promotion of Banking serv- ciaj as Well as financial respon-
'Of substantial companies and sev- ices. sibility to our customers. Cer¬
eal millions of employees depend In 1945, at the close of the war, tainly, Batiks dare not develop
upon foreign trade for their pros- the total instalment loans out- their volume of instalment loans
Perity and livelihoods. - Given the standing with Banks throughout without the exercise of care. They
high policy assistance which we the United States, amounted to should do nothing that will un¬
just have, we shall meet the $700 million and at the close of duly encourage unwise acquisi-
*nallenge that confronts us, take the year 1952, this figure amount- tion 0f instalment debt, whether
advantage of the opportunities ed to $7V2 billion representing the excessive debt is collective or
"that lie before us, and pursue our 45.5% of the total outstandings 0f individual influence. A poorly
.goal of trade and' investment compared with 32.1% at the end made instalment loan may be a
Progress. . . „. 0f 1941; This is truly a remark- minor financial loss to the lender,
•

, ; ahie growth. This phenomenon of but it can create a major family
*-akeside Securities Corn • growth is not too amazing when tragedy for the borrower. All of

F 1 • r*t\ . , we stop to ponder a moment. A the know-how and skill are on
rormed in Chicago good portion of this instalment the side of the lender, and, as in

(Special to The financial Chronicle) credit business literally walked the past, he must take the rap for
CHICAGO, 111.— The Lakeside into Banks as soon as the world p00r lending, and not the overly

securities Corporation has been got around that Banks were will- optimistic borrower.

^h'creTt8 tode^ers^andlndi- Time to Improve Quality of•Tnk-les business. Officers are viduals, indicating a need and de- .... . ■ •T°b'as R. Shiner, President and sire for this service. Coupled with Now is the time to review our
£reasurer; Joseph F Hammel that advantage was an effective iending poliices, and improve the
ice-President, and Bert E Lar- and imaginative business devel- quality of- our credits both Qom

Secretary. Mr Hammel was opment program carried out by a dealer level and from an lndi-
Jrmerly with McDouga™ & Con- our Banks. vidual level. Watch your dealer

An ^ter^sutwey ^con- whole^or
Paul J. Engel '■ ' Commission of the Am e r i can stagnantw^By

'Charle "LEnSel. Partner in Bankers Association unng floor plan line of a dealer who
York P-, stein & Co., .New . <a paper P««nud ky.^dUOhr demonstrates his ability to move
American'swt m?mber of the A.'the merchandise. On your indi-
awai' at his home at the age^l 68 vial or personal loans, be more

thorough in your credit checks.
Be more sure of your individual
borrower's ability to repay. It is
imperative that our Banks con¬

tinue to extend instalment credit
whenever necessary to people of
good character with the ability to
repay these debts. On the other
hand, our responsibilities as Com¬
mercial Bankers require constant
re-examination of our lending
policies in light of current eco¬
nomic conditions. There are in¬
dications of difficulty in some of
our retail markets— losses that
have not occurred over the past
ten years or so, are likely to be
experienced very soon. It is im¬
perative that our credit and col¬
lection policies reflect that pos¬
sibility.
Let us also review our other

internal operations and proce¬
dures, such as our Accounting,
Bookkeeping and Collection Units.
In many instances, our methods
and systems have not kept abreast
of the increase in outstandings.
Realize and learn the difference
between commercial lending and
instalment lending '. techniques.
This is an important point to get
over to your top management. It
is just as important for you as
auditors to be conscious of proper .

techniques in your instalment
loan operations as in your other
Bank operations. ' 1

The foregoing brings me to my

opinion regarding a Comprehen¬
sive audit program. This \is an
absolute necessity. Our comptfol-V
ler's department has two full-time.
auditors and, two stenographer
clerks assigned to our instalment
lending operations. . There is a

close liaison between our instal-'
ment lending - officers and the
comptroller's office. Our depart¬
ment is set up entirely independ¬
ent of other Bank operations. We
operate our own General Ledger
which includes the usual income
and expense controls, accruals, etc.
Sometimes, these four assigned
people aren't enough to do a re¬

quired job. Naturally, additional
personnel are assigned as needed
by the comptroller's office. I do
not intend to discuss with you the
details of what we consider "re¬

quired auditing" as they are prob¬
ably well known to you. I will
mention, however, several which
to us, are of real importance.
Concerning wholesale loans,
which are a real hazard, these
should be periodically inspected,
at least monthly. Your comptrol¬
ler's office should review these in¬

spection reports. They should
make occasional physical "on the
spot" examinations with your
wholesale inspectors. This check¬
ing will do much to eliminate the
problem of conversion. Rotate
your inspectors and stagger in¬
spection dates. If a dealer decides
to withhold payments, intelligent
checking will probably show it
up before he gets too far involved
with you. It is of utmost im¬
portance to use the proper inspec¬
tion forms. The confirmation of
retail purchases is also vitally im¬
portant as a protection against
fictitious paper. I would suggest
a minimum confirmation of 10%
of the retail accounts purchased
monthly. This can be done. by
three methods; mail, telephone or
personal contacts. We use all
three alternately. Be on the alert
for retail payments coming from
dealers. These should be checked
as this practice could indicate
fraud.

I have mentioned only a few
external controls as I feel you

probably know of the internal
controls which are necesary. I
hope what I have said will pro¬
voke some questions in your mind
and I will do my best to answer
them. Please let me emphasize
and restate that today, it( is very
important that you as ^comptrol¬
lers and auditors, know What is
going on in your instalment lend¬
ing operations.
Another .side ,oi this business

that is giving a lot of concern to
Bankers is the matter of ade¬

quately trained personnel. In

some instances, the business tias<
outgrown the Bank's •;ability to*
train , the people required! tc-
handle it. One of the reasons for
this is the high employee turn¬
over and shortage of labor. In¬
stalment lending is a highly spe¬
cialized business and cannot be-

successfully managed if it is not
kept within required standaud^
and in today's labor market it is:
not easy to get people who have
had experience and training* in.
this business.

Because of the great detail in¬
volved in an instalment credit;

operation and because of the need!
for meticulous care in following'
the flood of detail, this type of
operation demands the constant;
attention of our auditing andl
comptroller's divisions so we cam

be assured of sound methods andl

procedures, functionally adequate^
and yet economical in application
Your Association has done a great
deal in the past few years to tiS
this need, yet I am sure you will
agree that a great deal more re>-

mains to be done.

Paul Bechard Joins

Goo.B. Powell Cfc»
. NORFOLK, Va. —Paul F.
Bechard is now . associated .with
George B. Powell & Company,
Investment Consultants. ,1,17 . W,

"■ ' 7 21st;,Street,
specializing in
mutual fiindf
and planning
financial pro¬
grams. •."<

A former

resident ; of

Holyoke,
Mass., he is jb

graduate of?
W i 11is toitt

Academy an ^
Massachusetts
Maritime
Academy. Mr
Bechard
served in th®

merchant service and in the IT. &
Navy where he was released! tu
inactive duty with the rank o(
Lt. jg. in the Fall of 1951. At thi i
time he became Treasurer an I
Manager of the E. E. Avery Irr
surance Agency, Inc., Plymouth
and Boston, Mass. Mr: Becharl
terminated his association with
this firm in order to complete a

year of graduate work at th<i
Babson Institute of Business Ad¬
ministration at Babson Park,
Mass., majoring in security analy-

Paul F. Bechard

SIS.

R. B. Rader With

Clark, Landstreet Co.
MEMPHIS, Tenn. — R. Bruce.

Rader has become associated with .

Clark, Landstreet & KirkpatrjfcfeKi
Inc. as Manager of their newly
opened Memphis office in the1
Union Planters Bank Buildmg.
Mr. Rader was formerly with the:
Memphis office of Mid-South Se¬
curities Company.

T. J. McCormick, Jr.
Joins Byrne & Phelps*

Byrne and Phelps, Inc., 44 Wa&i
Street, New York City, announc*1;
that Thomas J. McCormick, Jr.
now associated with the firm Ini
its trading department. Mr.
McCormick formerly was withi
American Securities Corp. in the
municipal bond department.

With Kalman & Co.
(Special to The Financial Chronicl*!

ST. PAUL, Minn.—Richard D.,
McFarland has been added to ti e;
staff of Kalman & Company, Inc.,
Endicott Building.

Edward C. McNulty*
Edward C. McNulty, associated

with Chas. W. Scranton & Co--
New Haven, Conn., in their bonf
department, passed away.
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We'll Have Only an

"Average" Recession
By JAMES M. DAWSON*

Economist, National City Bank of Cleveland

After describing techniques for forecasting future trend of
business, Mr. Dawson holds statistical indicators point down¬
ward. Maintains, however, recession will be no worse than
"average" over the last quarter century, excluding, however,
depression of 1926-36. Lists reasons for this conclusion, and
finds a bullish factor in probable excess of borrowing over

savings in 1954.

c

starting and that it will turn out economic picture, plus the great bearing on the severity of a reces-to be an "average" recession. That sensitivity of the cash position of sion. - - (

is, let us suppose that in severity the Treasury to changes in the An extra word is in order with
and duration it will be an average trend of business. * respect to the seasonal aspects of
of the recessions of 1920-21, 1923- When borrowing is exceeding the saving-borrowing relationship
24, 1927-28, 1937-38 and 1948-49. saving an expansion of demand and the trend of demand depositsI have left the 1929-32 period out deposits occurs in the banking A depressed 1954 would still see
of this calculation simply because system, whereas an excess of sav- a seasonal shrinkage in deposits
a repetition of that seems impos- ing is ordinarily accompanied by during the first half of the year
sible. The "average" recession in a shrinkage of demand deposits, inasmuch as saving (which in-
terms of the Federal Reserve In- It is, therefore, worth noting that eludes the Treasury cash surplus)dex would give us a low quarter during the severe recessions of would be running ahead of bor-
of around 200 next summer, an 1920-21, 1929-32 and 1937-38 a rowing. However, from mid-year
average figure for 1954 of about rather sharp deposit shrinkage oc- on the volume of borrowing would
207, and full recovery by late 1955. curred. On the other hand, in exceed saving by a wide margin
Now there is nothing to fear in the mild recessions of 1923-24, and the growth in the money sup-

a recession of that magnitude. It 1927-28 and 1948-49 the demand ply would be rapid. That is a
would mean industrial production deposit shrinkage was mild or reason for expecting that the low-
only about 13% below 1953 and non-existent. Thus there is his- point in this recession would beIndexes of general business at the end of World War II; (2) even the low quarter on the Index torical support for the idea that reached by next summer, with re¬conditions show a slight easing in extra production in the postwar would be as high as the record the relationship between saving covery underway in the latter halfthe third quarter. For example,- period has just about made up peacetime month set just before and borrowing has an important ol tne year,

the Federal Reserve Index of in- for the shortages, and (3) an im- the Korean War began. It would
dust rial pro- portant share of the output of mean a Gross National Product
duction for these items is paid for with bor- perhaps 6% lower than 1953. The
September rowed money. experience of 1938 and 1949 sug-
was 2 V2 % be- Let me take automobiles as an gests that corporate net profits
low the sec- example. Long-term trends sug- would be in the neighborhood of
ond quarter gest that there should have been $14 billion versus $20 billion in
average, and about 35 million cars on the road 1953, and the $14 billion is well
3V2% below at the end of World War II and 45 in excess of the current $10 bil- was restored to its prewar normal serve to offset and others to am-the March million cars today. There are lion rate on corporate dividends, of about 0.95 families per house plify the concurrence of probablehigh. So much about 45 million cars today, but . about a year ago. It is today at decline in these four importantfor what has there were only 25 million at the Significant Points levels that in the past have sig- segments of the civilian economy,already hap- end of the war. Thus the automo- Can we build a case for the naled caution. With the current By and large, however, it is un-pened. We are bile industry has produced enough proposition that the recession will level of family formation about likely that they will exercise aconcerned to- cars in the postwar period to be no worse than the "average" 650,000 per year, substantially dominant influence. It thus ap-day with this provide normal growth and in ad- described above? I think we can lower than the postwar average pears that we shall see more pro-

the points which I of about 1,000,000, it is not illog- nounced evidence of a decline ii

Gross National Product
rnYlfiri1Ipti frrvm nhnp 11
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The Shape of Business Now

James M. Dawson in
question: Is dition has made up for the ground and here are
business going lost during the war. Apparently feel are most significant: ical to anticipate a similar con- the employment, production, re-to drop some the auto industry itself believes (1) Although output of cars, traction of new housing starts for tail trade and price series in the

more, and if so how severe will this to be true because they are houses, plant and equipment and the next several years. months ahead. That is the direc-the decline be and how long will talking in terms of 5.5 million cars inventory have been above noi- Since the war, there has been tion of change that seems mostit last? next year as against 6.2 million mal," there is no indication that an increase of 70% in motor car probable at this time, barring new
There are two popular tech- this year, or a decline of 11%. A excessive supplies of these items registrations. Here again, it be- and unexpected developments in

niques for forecasting the future comparable situation seems to ex- exist. That means there is no gins to look as though the de- the international situation that
trend of business. One might be ist in residential construction, necessity for less than normal mands for new cars in the year would cause a substantial revi-
called the Gross National Product plant and equipment and busi- production. ahead must rest more on replace- si<m m the defense activities of
approach and the other could be ness inventories. There is already (2) Economic excesses such as ment demand, than on an expan- the Federal Government,
termed the Key Business Indica- some weakness in residential the commodity price inflation of sjon jn ^e number of cars per How far will the decline gotor method. Let us look at what housing starts. The Government 1920 and the stock market specu- famiiy. True, the replacement and how long will it last? Againthose two techniques have to tell survey of plant and equipment lation of 1929 fortunately are demand should continue to be the question cannot be answered
us about the outlook for business, intentions predicts a drop in out- missing. It has been charged that quite satisfactory for several definitively There are several rea-
Forecasters who use the Key !ays for.the fourth Quarter and it the great distortion in the current years to come since about 2o% of sons, however, why it should not

Business Indicator method watch *s certainly true that business in- picture is in the tremendous ^he present motor car fleet is go down very far by past stahd-
a group of statistical series that ventones are ample. growth in debt. However, the more than twelve years old. Yet ards, even though it may last
in the past have behaved in a cer- A drop back to "normal" on J? I? , S H Gross ^he maintenance of motor car somewhat longer than previous
tain way prior to a general busi- these four segments of the Gross ^atl0na* product is on tne low production at recent levels ex- moderate declines have lasted,
ness decline. There are ten such National Product would represent SldeL w compared with past ceeding 6 million cars seems The depth of a business con-indicators on the list I watch and a direct cut of perhaps $10 to $12 y . ...

rpppqq;nn iq Eighty J^ilikely, eveP to m?st traction is at least in part relatedalmost all of them have been billion. But adverse indirect el- W Jhe tact that a recession s optimistic m the motor companies to the extent to which various
flashing a red light during the fects are also possible because the Icsa™^urtaf"g-inW„ht^d's themselves. p-arts of the economy mutuallypast six months. Here is the list, people who have been producing LdU De.r**e" m . rr: „. . , . . it. stimulate earh other For ex-
which I like to describe as The the extra cars and the extra £X*men cons.derahon is that High Level of Plant Expenditure isF°brrokenEconomic Climate Prior to a Busi- houses and the extra plant and rec'ssion therLrexnert a re a Pefhaps the most spectacular at s0^e point a decline in con„ness Recession: equipment and the extra inven- ^pess''3"' ™ey also expect a re- development in the post-war sumers. demand leading to a de-
/i\ a • a ui -u. tories will in turn have less in- covery ana a long-term upward years has been in the level of olinp in Drireq and in turn oro-(1) A boom in durables with

pnrnp 4n qnpnd That is heranse growth for the economy. Indus- plant and eauinment exoendi- 5 ? Pric^s and in xurn, pnon-durables slipping in relative C°™1 £° twfextra outnut of cars trial production has been doubling tures AVeraling Siout $6 biUion duetl0n' w0.uld ln due course ^e-importance. in this country every 20 years and tearTor the®efeht veers nrin? duce .wage incomes, and completeTjoioii i , „ „ . . and so on has been paid for with U1 country every 20 years ana per year for the eight years prior The "circle"oT a" further deciine inRetail sales strong, but borrowed money. If the extra out- most important companies are go- to 1946, American business has demand In times past the credit• i ... ji.j •. . ing to rarrv on their pvnansinn 4«,,««44«rr ^—^,,„4;— ueiiiauu. 111 unies pd&i, uie ucu

(2)
level.

(3) Inventory accumulation un¬

derway
(4) Manufacturer order back¬

logs slowly declining.
(5) Raw material prices soft.

put is no longer needed, it is to ing to carrY on their expansion been investing in new production mechanism of the nation has
be expected that there will be a eye ,to 1<ivels facilities and in the replacement tended to amplify this type ofconcurrent reduction in borrow- 1969 r?u f l°a Jo1?/ of old' an average °f some $23 cbain reaction That is because
ing and in the payrolls which p0™fy e^Pected in 1954. billion a year since the war. JWith the supply of *the nati0n's effec-
were supported with borrowed T e fact°r that is most en- increasing frequency, one liears tjve purchasing power in the

... - money. To illustrate, in the past cpuragrng to me is the prospec- today of surplus capacity in this fnrm „f Hemand dennsits has con®, L°l"P.7,Cen„S..tockf 12 months automobile instalment £lve relationship of saying and 0r that industry. form o£ demand deposltS haSSUPPing "edit"$2%"bfiiSS£ borrowing dur'ing 1954 rn the SuV^eys'Sf "business firms indi- S^banks''af busfnesffoans
m B in L|aa i but if output is cut to 5% million |vent a recession is underway, cate that business men themselves haye b called for payment.(7) Some easing in residential unitg next there iu Qb_ Borrowing will probably exceed expect to invest almost as much

Thi h the situation
ably be little or no net growth in sa™* ln such .a year and that is next year as the record totals of ims was very mucn ine sllUdWU
such debt. bullish for business. this year. A decline of perhaps
Of course, the reduction in per- Thi«h of it in this way: The 5-10% is now anticipated. One

totalhousing awards, although
construction strong.
(8) Money supply declining a

little or level.

with neVwncapiteTeLuefnsetting consumer spending^and so'toowjlj incaomeVeandethatP™da thlre weregreater' e^°dlnc|rif a neK'actMWHn^he"^^!!'^; histhe increases in waees whieh will iess inan income, ana tnat is a U1C1C wcie s-icdici eviueiiLe ui a 4nrv 1+ dnPS nnt seem nrobabl

Money rates tightening, sonal income taxes will bolster these exoe.

in the deep and prolonged depres¬
sion beginning in 1929. Even

. though we have now had one ofconfidence in
tbe jongest periods of high busi-

records. fhe increases in wages which will ^ s* *. n incPme« an^ that is a mere were greaxer eviaence ot a tory^ ^ (joeg npj. see!^ probable
(10) A gradual decline in the surely persist so long as business ?e ?tl?^ary force' 0n other that a similar chain reaction is- - - -

remains good. However, it does hand, the borrower spends more into consumption. Instead, the nQW jn pr0Spect. There are alength of the work-week.

The Gross National Product
Approach

Now let us consider the Gross
National Product approach and
see if it too compels us to expect

not appear likely that these fac- incame and that is an infla- of consumption ap- number pf structural changes al-
tors could offset the direct and tl0nary force- To t.he extent bor- Pears to be little or no greater ready in place in the econ0my
indirect effects of cutbacks in m\ving exceeds saving, a net addi- t an a year ago, and muchi of tbat sbouid prevent it.
cars, houses, plant and inven- tlon is made to the spending 9urreot production has been going
tories. Nor can one look for an stream and that is stimulating to Jjjto business inventories. Today . Government Outlays
offsetting force in Government the economy. these ^are some $6^billiory more very size of governmentsee it it too compels us to expect mi . uwvciimiciH ^ than thev were a vear aeo Thp ine very size ot goveiinncii*

a downturn in business. Here it fpend'n«' Th.ere " every indica- In the more serious recessions rate of yinvent0ry accumulation outlays is itself one of those struc-is necessary for us to appraise the °f past' savlng has declined has tended to diminish from the tural changes. Federal, state, andoutlook for each of the major com- ".1] nef ^a^f nnilrfd^a: ^ but total borrowing has dropped extremely high annual rate of the municipal governments are now
sa».,=aSB'«: ae sassj-^i-action. The current situation with

four of these components is quite
similar and therefore I would like

gains in spending by
and local governments.

To sum up, it seems to me that ing

n yuctiLci, uui ii is never- ; "<=> ~ . . V— . • i v-.-r.H-

deflation In a 1954 recession sav theless continuing to build. The fourth of the total national pdetiation. in a 1954 recession, sav
logic Qf the situation suggests that uct' whereas twenty-five yearswould presumably decline either * retail ""sales "must" "very ag° they took and spent less thanto consider them as a group. The both the Key Business Indicator again and so would private bor- shortly take a large jump, or pro- 10%- This means that a quar erfour are residential construction, and the. Gross National Product rowing However borrowing bv duction rates will" decline. Mo- of the income flow of the nation

passenger cars, plant and equip- forecasting methods point down-
£overnment Drob'blv wonlff J mentpm may keep the rate of js now relatively stabilized anament for business, and business ward. government probably would m- plant and equipment expenditures independent of business activity
crease enough so public and pri- high for awhile, even when cur- whether it is expanding or con-
vate borrowing combined would rent production is falling, but tracting.
exceed the volume of saving. The momentum alone is not a sustain- The chain reaction of contrac-

»An address bv Mr n » »^ow let us to problem 4 asnert of thp nirrpnt ing force that can be relied upon tion is further broken by the par-
Great Lakes 1ReilnifConferee .P2l! ?f hu0w sAevere the decline is likely unique aspect Of the cur lent pic- t0Q long tial stabilization of personal m-sored by the Cleveland Society of Secu- to be. As a starting point let us ture is the increased importance of There are other adjustments in comes through support prices fornty Analysts, Cleveland, o., Oct. 13,1953. assume that a recession is now the Federal budget in the total the economy, some of which could agricultural products, and by

inventories. I group them because
they have certain common traits:
(1) There was a shortage of each

IIow Severe Will Be the

Depression?

Now let us turn to the problem
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wage rates protected by contracts
or minimum wage laws. Even in
?he event of expanding unem¬
ployment, arrangements for com¬
pensation have been developed
through Federal and state ma-
'hinery These developments
should help insure the mainten¬
ance of consumer purchasing on
a reasonably even keel even
though the seeds of contraction
might germinate in other parts of
the economy.
The nature of the national tax

take is still another shock ab¬
sorber of business contraction.
About four-fifths of all taxes col¬
lected by the Federal Govern¬
ment inducting social security
taxes are direct taxes on incomes
of individulas and corporations.
The base on which taxes are col¬
lected thus automatically declines
when business begins to decline.
Political commitments to spend,
however, usually decline little or
not at all. A contraction in busi¬
ness would probably compel the
Administration to forego at least
for the time-being, its ambition to
balance the budget. Whether it
wished it or not, the government
would be compelled to spend more
money than it would receive, and
a compensating influence is auto¬
matically provided to offset the
contraction of private spending.

- One estimate has been made
that with a decline of only about
10% in the Federal Reserve Index
of Industrial Production, the exist¬
ing tax schedules, after allowing
for the programed Jan. 1 reduc¬
tions, would return something
like $60 billion in the fiscal year
1954-1955. Federal expenditures,
are currently running around $72-
73 billion. Thus a deficit in excess

of $10 billion is possible on the
basis of present taxes and a mild
recession during the fiscal year
after the present one. That could
be true even though no further
tax reductions occur after Jan. 1,
and even though there is no in¬
crease of expenditures for public
works or other depression resist¬
ing activities.

Better Business Statistics

Another feature of the present
economy often overlooked is that
in the past quarter century busi¬
ness statistics have become much
more comprehensive and prompt¬
ly available. Businessmen have
learned far more about their use.

It cannot be proved, but there are
now probably fewer serious mis¬
calculations embedded in past
business decisions requiring dras¬
tic adjustment than at previous
times in the nation's history. That
is not to say that the business
community has become so wise in
the use of its better information
that mistakes are not made. In

retrospect, it may appear that the
maintenance of the high level of
production and of capital forma¬
tion in many industries through¬
out 1953 has been a mistake. But
the fact remains that the facilities

f£r l110re sensitive appraisal ofthe developing business situation
are now available, and this could
and should mean that forthcoming
coireetions of past mistakes may
e less devastating to general
business health.
The modifications in our mone-

ary system that have occurred
over the past quarter century
Provide still another fundamental

tc^anSe. When contrac-on hit the nation in the late '20s

bank imr ?°S' the m0ney and
f£p system added fuel to the

, ihLe demand deposits liabili-
laruJ !s' serve as the
chacin P of the nation's pur¬eeing power, were then sup-
Ported to a considerable extent by
ort-dated commercial and se-

loans. As the future prof-
a dity of business borrowers be-

carno increasingly questionable,
c as depositors' withdrawals

thpUntfd' banks naturally calledse loans for payment in their
emPt to maintain their own

solvency. The effect upon the
supply of demand deposit money
was disastrous.

No longer do we have this
powerful stimulant to the chain
reaction of contraction. In the first

place, depositors are not worried
and are unlikely to become wor¬

ried, since their deposits are in¬
sured through the Federal Deposit
Insurance Corporation. But even

more important, demand deposits
are now supported more by long¬
dated or term loans to business,
and by both long and short-dated
government debt. There is far less
possibility of a deflationary chain
reaction of loan calling and de¬
posit contraction now than 25
years ago.

Supports Are Available

The important thing about these
several structural supports is that
they are already available. No
new legislative or administrative
action need be taken to make

them operative. They are in place,
ready to do their jot> of cushioning
business contraction by cutting
across and stopping what in times
past may have developed into a

cumulative recession.

There are several additional

supports available to the Federal
Government if those already in
place should prove to be inade¬
quate. It is hoped that they will
not be needed, but if they should
be, the return to an Excessively
easy money policy, the develop¬
ment of a large public works pro¬

gram, and the flexibility that may
be found in the defense outlays
all stand as potential weapons
with which to counteract the de¬

cline.

A quick resort to these reserved
or secondary devices at this time
would be most unfortunate, how¬
ever. In essence, it woud be an

acknowledgment that we as a peo¬

ple have become so adjusted to
inflation as a way of life that we
politically require peak boom
conditions even at the cost of de¬

preciating dollars and all that that
implies. It would mean that we
are unwilling to demonstrate the
validity or weaknesses of the
structural supports that have been
embedded in the economy as the
result of past years of national
debate, and indeed struggle. But
most importantly, a resort to these
secondary devices at this time
would cut across the limited at¬

tempts that have been in recent
years to approach a reasonable
degree of balance in the economic
relations of the Western world.

A return to easy money and
deliberately expanded deficits
should not be undertaken except
as a last resort; and then only
with the knowledge that the in¬
flationary consequences would
ultimately result in nationalistic
measures incompatible with un¬

hampered economic relations
among friendly nations. The heavy
burdens on economic comity of
nationalistic full employment pol¬
icies have never been fully rec¬

ognized. The United States is to¬
day the most influential factor in
the world economy and our re¬

sponsibility cannot be discharged
simply by largess. We must lead
in the search for more enduring
solutions to the Western world's

economic relations, and a return
at this time to a basically infla¬
tionary national program is the
antithesis of reaching that goal.

Moreover, deliberate policies of
easy money and expanded deficits
do not appear to be needed at
present unless we are irrevocably
committed to continuous and all-
out prosperity, regardless of the
cost. With an arsenal of exist¬

ing weapons already available to
cushion recession, it is simply not
plausible to expect the present
situation to develop into a dis¬
astrous business contraction. We
should recognize, however, that
these existing weapons are all

basically defensive in nature, and
that they are unlikely to prevent

Nor is it likely that these several
devices can be counted on to con¬

tribute positively to the ultimate
recovery which, because of the
long prosperity we have enjoyed,
could be discouragingly slow in
arriving.
Ultimately, replenishment of

the needs of consumers, of busi¬
ness, and of the continuing de¬
fense program can be counted
upon to restore the forward march
of business activity. Large popu¬
lation increases and heavy ac¬

cumulations of liquid and other

firms, assure that eventuality. The
longer-term future is bright if we
do not spoil it with policies of
expediency arising out of present
fears.

Alternative courses are avail¬
able to us. One is to try, by means
of frankly inflationary devices, to
return promptly to peak boom
conditions. The consequences of
that course would seem to be a

further depreciating dollar, an
ultimate resumption of direct eco¬
nomic controls, and a forfeiting
of the opportunity to achieve eco-

savings, together with the strong nomic cohesiveness among the na-
financial positions of business tions of the Western world. If, on

(1647) 31
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the other hand, we carl set aside
the fears of disastrous business
contraction and resolve to adapt
to a period of adjustment which,
from present indications, should
not be too painful even though it
might be prolonged, we may find
that good economics could prove
to be the best politics in the long
run. Only by moderation and re¬
straint are we likely to achieve
in the course of time a new basis
for a strong and expanding na¬
tional economy, and a Western
world of nations that is econom¬

ically as well as militarily and
politically cohesive.

1st Report on German
Dollar Bond Regis.
The Validation Board for Ger¬

man Dollar Bonds reports that as

of the close of business on Oct. 16,
1953, its General Depositary, The
National City Bank of New York,
reported receipt of registrations
totaling $18,934,100 face value of'
German Dollar Bonds, and its
Special Depositary, for Dawes,
Young and Prussian State issues,
J. P. Morgan & Co. Incorporated,
reported receipt of registrations
in the amount of $30,644,300.

Thus, after the first seven weeks
of its operations, the Board has
received a total of $49,578,400 face
amount of German Dollar Bonds

registered for validation.
An analysis of the bonds regis¬

tered during the first four weeks
of its operations when total regis¬
trations stood at $30,527,300 face
value shows very wide distribu¬
tion of these bonds. Registrations
have been received from every

state in the Union, from the Dis¬
trict of Columbia and from Alaska
and Hawaii, and from over 20
foreign countries. The states with
the heaviest registrations after
New York are in order; Pennsyl¬
vania, Illinois, California, Ohio,
New Jersey, Missouri, Massachu¬
setts. The foreign countries with
the largest registrations are Great
Britain, France and Switzerland.'
The foreign registrations are quite
small in relation to total regis¬
trations and it is anticipated they
will increase in the future.

The relatively small volume
upon which this analysis has been
based serves, however, only as a

preliminary indication of this dis¬
tribution. It will be noted, for ex¬
ample, that almost a half of the
bonds registered during this first
four-week period came from reg¬
istrants in New York State. In¬
dications of present trend of reg¬
istrations, the Board said, show
that this very heavy percentage
in New York will probably be re¬
duced when its next report is
made. The Board plans another
analysis of registrations after the
first three months of operation. '

The following tabulation shows
the face value of Dawes, Young,

and Prussian State issues, and all
other issues grouped together. The
total registered with J. P. Morgan
& Co. Incorporated, through Sept.
25 was $18,374,300 submitted un¬

der 2,805 separate Registration
Forms, indicating an average of
$6,550 in face value per Registra¬
tion Form. The corporate, mu¬

nicipal and state bonds, a total of
88 individual issues for which The

National City Bank of New York
is General Depositary, show a

much smaller amount per regis¬

tration with the Board. In other

words, a total of $12,153,000 face
value was registered under 5,331
individual registrations or roughly

$2,200 per registration. By far,
the largest number of bonds regis¬
tered are received in thousand

dollar denominations and it may,

therefore, be said with reasonable
some contraction from occurring, accuracy that the holdings of

Dawes, Young and Prussian State
bonds averages 6V2 bonds per in¬
dividual and that the holdings of
the other German Dollar Bonds,

being the corporates, the munici¬
pals and the state issues are held
in a ratio of slightly over two
bonds per individual.

LOCATION-

Alabama __

Arizona

Arkansas __

California _

Colorado __

Connecticut

Delaware _

Florida

Georgia —

Idaho

Illinois

Indiana

Iowa

*Dawes

2,000
79,300
1,000

197,300
15,000

203,900
7,000

223,500
40,000
1,000

285,900
7,000
64,000

Kansas 58,100
Kentucky 75,300
Louisiana 27,000
Maine 1,000
Maryland 53,000
Massachusetts 119,200
Michigan 31,500
Minnesota 102,600
Mississippi 16,500
Missouri 133,000
Montana 7,500
Nebraska 28,500
Nevada

New Hampshire —__ 15,500
New Jersey 300,300
New Mexico —

New York 5,361,500

♦Prussian State

DISTRIBUTION OF GERMAN DOLLAR BONDS

Registered with Validation Boa,rd, 30 Broad Street, New York City,
during first four weeks of its operation, Sept. 1 through Sept, 25, 1953

tAIl Other

25,000
2,500
13,100

244,800
55,000
306,300
10,000
97,600
103,500

771,655
31,900
73,400
16,500
33,300
53,800
73,700
348,600
360,400
142,700
109,700
36,600
590,700
16,700
368,800

3,000
11,300
527,600
4,000

5,073,700
11,400
1,500

222,800
69,400
82,200

658,300
53,400
,14,100
4,200
38,500
216,200

6,700
31,000
45,300
46,100
7,000

191,200
4,000
500

North Carolina
North Dakota

Ohio is —

Oklahoma

Oregon
Pennsylvania
Rhode Island

South Carolina —---

South Dakota
Tennessee"

Texas

Utah —

Vermont

Virginia —

Washington
West Virginia
Wisconsin

Wyoming
Alaska :

Hawaii

Washington, D. C. and
other U.S. territories

Canada
Cuba
Mexico

All Central American
Countries

Argentina
Brazil
Venezuela --

All other So. American
Countries

Belgium & Luxemburg
Denmark & Iceland—
France —

Germany
Great Britain & North-

'

ern Ireland, Eire
Italy.
Netherlands

Norway & Finland
Portugal —
Rumania —

Spain
Switzerland
Union of South Africa
All other African
Countries —

Israel

Iran, Iraq, Saudi Ara¬
bia, Lebanon, Yemen

3,000
9,000

476,000
4,000
48,500

414,200
19,500

"

1,500
3,000
17,600

~27,100
3,800
22,500
16,000
100,800

46,000
272,600
2,000

♦Younp

5,000
3,000
2,000

1,120,500
35,200
208,500
5,000

133,000
76,000
1,000

960,800
18,500
74,000
84,000
41,000
18,000
61,300
142,600
360,700
260,500
244,300
14,500

421,200
29,200
104,000

Ts'ooo
374,200

5,248,500
6,000
15,000

664s600
6,000

125,000
1,002,000

28,000
9,500
13,100
30,500
64,000

"26,000
127,100
28,000
2,000

189,000
1,000

20,606

57,500
186,000
98,000
1,000

183,000
3,000
9,000

3,000

"28,660
6,000
3,000

~T,66o

"5",000
27,000
15,000
14,000
21,000
3,000
9,000

"15,666

"5",000
51,000

175",000

59,000
21,000

~6~4~666
2,000
1,000

1.

"12,660
5,000

"T,66o
4,000
2,000
2,000
9,000

5,000
100,000

4,000

67,500
26,000

21,500
4,000
15,000

6,500
5,500
73,000

155,000
1,000

'9,000
35,000

289",666

72,000

4,500

59,000

4,000

30,000

2,000
6,000

131,300
42,400
5,000
9,100

1,000
6,400
25,000
6,000

94,000
18,500
8,000
61,100
7,400

253,500
2,500
17,800

900

5,500
1,000

14,000
223,300

7,000
300

2,000

Total ; - 9,170,500 13,385,300 1,009,000 12,153,000

♦Based on five-week period. tBased on four-week period.
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As We See It
-of normal incentives added to the horror of the situation

widely existing. ,

Seven Years Ago
y But that was seven years ago. It is doubtful if history
records a more rapid recovery than that which has taken
place in a number of these countries. It has few parallels
for what has occurred in any of them. This is not the place
to argue about the degree in which our aid has been re¬

sponsible for these near miracles. Doubtless it had its part,
but it is to be observed that recovery has been the most
marked in countries like Germany, where the people
realizing that they could hardly succeed in special pleas
for aid from us rolled up their sleeves and really went to
work. It has lagged in some others where physical damage
was relatively limited, and in France where war settle¬
ments (if they are settlements) were highly favorable.

But, however all these things may be, the point now
is that the time has come for these peoples—all of them
—to stand on their own feet. It is true that the so-called
balance of payments position of most of these countries
has not kept pace with the improvement in their produc¬
tion and in their production capacity, but the fact is that
with few exceptions all the countries into which we have

rs been pouring funds and the products of our labor gratis
• now show a favorable balance on what is known as cur¬

rent account—that is to say exports of goods and services
balanced imports of goods and services for which payment
is required.

Turning to our own position we find that we are now

really in the red in our international dealings on current
account. That is to say we are importing more goods and
services than we pay for with exports of goods and

, services. We have been paying the difference in part with
exports of gold, in part with deposits in our banks and in

. part with obligations of the Federal Government. Yet
despite all this we have been giving away billions of dol¬
lars worth of goods and services in addition to other bil¬
lions of military aid. It will be said, indeed it is being said
•in some quarters, that foreign peoples have been content
with their lot—only by reason of the fact that so much of
what they get from outside is given to them.

No Basis for Such Demands

We suspect that there is much truth in this state¬

ment, yet lack of contentment with the product of their
-own handiwork can scarcely be regarded as warrant for

7 demand that other peoples in other parts of the world
do with something less than the product of their handi-

, work. Such an argument might have held: certain validity
when conditions such as those found at the end of the war

; existed; it is difficult to see how it can hold now. If the

peoples of Europe and of Japan are not now able and
willing to provide for themselves, the only conclusion that
jseems to us to hold is that they want better bread than
can be made of wheat (which is a futile ambition), or else
that they are not willing to do what is necessary to make
their own living.

Obviously, there must be some sort of limit some¬

where to our generosity. We can not support a large part
of the other half of the world indefinitely, and ought not
to try. If other peoples can not or will not now rely upon
themselves for their own economic requirements, we

' might about as well write them off as worthless and hope^
less. We are well aware that these are harsh words. They
are certainly out of harmony with most that is being said
today. Yet we venture to utter them. We add—though
we should hope it really unnecessary—that we do not
believe that the recipients of our generosity have reached

* such a stage. They can, and they will if forced to do so,
i make their own living. They—or many of them at least—
have not been playing the game. They try our patience
sorely at times with their whining, and with their thinly

' veiled threats of going to the dogs, but, for our part, we
- should be quite willing to "call their bluff."

We suspect that the powers that be would be much
* more ready to take the advice of the Tafts, the Georges and
* the others on this matter were it not for the foolish no¬
tion that we can prevent the development of adverse

' business conditions by waste, extravagance, and the
'

squandering of our energies and resources. High officials
» of late have been saying, according to press accounts, that
large government spending is helping to,sustain business

V volume at the present time, and there are many who may
; well be deterred from lightening the burden of public

4*^

expenditures by the thought that action of this sort might Mr. Malenkov was quoted re.

help bring on a recession. Such reasoning is one of the varf-

products of New Deal and Fair Deal preaching, and is , operaung at a los^TTrfJ'''
one of the reasons why it is so difficult to develop a na- whether he ever becomes phi?
tional program which offers the best hope of getting back osophic enough to wonder whethel
to a position of financial soundness in our national affairs at^To^^efhVevTrSwnkS?generally. Such notions are utterly without validity and n- ^ ,. K inat
should not stand for one moment in the way of sanity in
our attitudes toward foreign nations and foreign peoples.

gradually he may be sinking in,
swamp of red ink and draggj
the Russian people down with
him? 1

The present-day significance of
the war of isms, symbolized by
the Soviet tragedy, comes down
just to battles of subtraction and
division against addition and muU
tiplication. How long

because of its emaciated condition
and its present standing in the
minds of the countless millions
who reply solely upon casually
acquired ideas.

Despite the present position and
all that has happened, profit is

ously weakened as a result.
Only the fabulous accumulated5

resources and imponderables of
America have kept the currents
of liquidation from running their
courses. There simply was too*
much arithmetic even for ignor¬
ance, cupidity, and fanaticism to>

>Cv

Continued from first page
i ' •

Pioiit Is Not Without Honor „
upiicauon. now long must we

„ „ . £ .. wait for a sufficient proportion nf
a purpose because of the ef- the favor or fury of effective our leadership to realize that allfects of more than two generations opinion as it has played upon each growth is two-fold in charaeWof collectivist attacks, coming first era in our history. It consists 0f expansion and cofrom Europe and then from within Now what do I mean by a going hesion Probably the raop h "the United States. These attacks concern? Although its meaning tween education and catastrophehave not been just on profits. The may seem obvious to an assem- of which we are 0ften resystem of Private Capitalism sym- blage of this character, I should minded mainlv involves Tbolized by the word Profit has like to be sure that I reduce the

wWeSpread comp?ehetbeen their main target. chance for misunderstanding as sion and application ofThe principal leadership for the far as possible.
..... , pansion-and-cohesion conceptattacking forces in Europe was In the case of an individual, a Thoughts surh as

provided by the Fabian Socialists going concern may be said to be a 1 -
pvprv man ntPof Great Britain Later Commu- person who keeps himself in eco- SVslMctl/ o" *nism developed, but it could not nomic equilibrium by holding his t- r,ioneerin£? leader*hin SLhave generated such power if the expenses within his income. That, aV? aU up a™isT It is tWsway had not been so skillfully of course is the minimum going Thei true nature of the system untprepared for it by socialist fellow- concern. The scope of the defim- deriving our PxistPnre is nnt «,,ftraveler activities over many pre- tion can be widened according to ficiently understood even by Usceding years. the standing of the individual in leaders Neither is there under

Wlihn°£eif TWihinnt0tthbartU1somraf c°"™nity: ,but 1 sha11 not standing of the fraudulent char"-feelings if I hint that some as into that tonight. acter of collectivism as an alter

suchnfoerce,aearner in^hi/cenhi^v —^ CMe °f 9 c0rp0ration' the native to Private Capitalism. It issuch forces earlier in this century minimum going concern is one in this sense that the great Amerby important persons and institu- which operates without impairing ican Beople haife been victimh/rTtions in this very part of North its capital. Here again refinement ^hey have been mishrd bv thotAmerica. and classification can differentiate who hatrput f^w^rd substituiesBut with respect to the word various kinds and degrees of a go- that were fraudulent Manv nf
"profit" as a symbol, I remind you ing concern, but they will merely 0Ur most fundamental'institutionsthat its inherent and potential distinguish categories of existence have been undermined and seri-
va^ue and significance are no less or growth.i * rx

jn the case of Government, the
going-concern idea is seldom
mentioned and probably is not
very popular. But I am happy
that attention can be called, in
passing, to the fact that even in
the area of Government, a great

not without honor. It has a value m<my of the thousands of units of dissipate in the ti^rie available,and significance that will survive Government in the United States Certainly we have that much tO'all hurricanes of passing semantics ?f which the Federal Government be thankful for, but it only height-and every storm of popular preju- 1S but one, are conforming to the ens the challenge The hour is-
dice. One reason for this is the going-concern idea. late. TheTnfecUon has penetrated:fact that profit is a cardinal fea- In the case of an entire national deeply. The necessary ideologicalture of the going-concern idea, economy, the application of the antibiotics are not widely accepted^And profit is not without honor going-concern idea has not yet nor are they in sufficient strengthfrom the standpoint of the going been satisfactorily worked out. I even when available,
concern. There can be no going believe it presents a field of great
concern without the possibility of promise for exploration by those Resist the Forces of Liquidation
profit. There can be no advancing who would seek to advance and ' and Disintegration
scale of living for the multitudes stabilize the scale of living of the Every person in a position ofwithout general achievement of American people. . . leadership within the Americanthe going-concern status. Qf course, a going concern is system is confronted by the prob-

"Going Concern—the not a concern in liquidation. I lem of bow to Pr°tect, preserve,
Cornerstone" think that Socialism, Communism, and enlarge a going-concern econ-

* u x- -x Fascism, and all forms of collec- omy- xt involves conscious, con-Our system of human activity tivism are frauds because thev are structive enterprising. It involves-
timesWmtHied as°Private Can? held forth as alternatives to Pri- purposeful resistance to the down--times laentinea as Fnvate Capi- vate Capitalism with the imnlica- ward gravitational pull of the
tfTorn^stone TIsThHnlv S?> tha" theycan be'subX?? forces of liquidation and disin-

T iu?u • li Thcy are alternatives onlv to the tegration. It involves the mag-
Xv i^1 hlclJ promises reason;ably extent that liquidation is an al- nification and preference of ad-stable evolutionary development ternative to a going concern dition and multiplication. as

against subtraction and division,.
A System by Which Value Is External pressures on business

Added have forced up costs and there-
ing artful phrases before them The going-concern idea of Pri- fore prices. Some believe that this
cannot conceal the fraudulent T e CaPltalism represents a sys- is beginning to curtail demand,
character of pvwv Lrm nf in? tem by which value is added Not only do we face dangers of
tivism I mean Socialism Com" strength is accumulated, and gains Pricing our products and services
monism Fasnicm ^12" are conserved. The alternatives °ut of the market, but at the same
or cor^ination of each a;e devices of liquidation because time the danger of finding our-
.... .*

x ~ . they represent methods by which selves so shackled, with respect toWhat we know as Private Capi- value is reduced, weakness is en- making adjustments, that a de-talism represents the only going- gendered, and subtraction is ef- cline in demand can neither beconcern idea for sustaining great fected. stopped nor slowed down.

believe"^ is'finished or complete! have ^b^ tv^ a"d travail learn from experience .5 that you,Neither do I imply that it is per- bfen.111flfllcted uP°n hun- learn nothing from experience,
feet. But I do say that on balance

rail(;A . rai 10ns f°r decades be- jn stark realism the problem
it must commend itself to thought- whaf °h[ ratf7,anzati„7 which Passes in on us fromful minds as man s best promise • *««onaiization ot that

, . * ...uof;
for the framework of his exist- ?wST may -be' U is the delusion every hand is the rescue of wha
ence. Communism (whatever it is left of a going-concern econ
And I do not imply that all of Private) Capitalism ^the^Pon0 °my fr0m the Frankenstein °fthe leaders of Private Capitalism nomic foundation for the lives of excessive and uncontrolled over-have been or are perfect. They millions. Gentlemen there couhl head.

XreorebdTheib=.» is^t5^^ We must ask ourselves whetherprofit that has been without tragedy of subtract^! in the overhead burden of our entihonor. It has been some individ- sion which stains the pages of his- economy is not so far out of pr°*
nSPTkWh°k have, per" tory wtih the bl00d of the Russian Portion to production, distribution,sonified profit. They have drawn people.

and seryices as to threaten bf

evolutionary development
for a society. There is no alterna¬
tive. All so-called alternatives are

merely devices of liquidation.
Typhoons of propaganda, sweep-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



Volume 178 Number 5268 i.. The Commercial and Financial Chronicle (1649) 33

ultimate liquidation the very pil¬
ars of the temple.1
The mathematics of the going

intern includes the mathematics
fthe regenerative processes. It
a so includes the mathematics of
incentives and particular y al
hat registers the psychological
impact of future prospects
There are those who interpret

what has taken place in this coun¬
try in tbe past generation as the
Wreaking out of the Frankenstein
of fabulous expenditure from nor-
1,1 bounds and its expansion
through governmental and politi¬
cal avenues without a semblance
Oi restraint. The past generation
is referred to as the first trillion-
dollar era in history. A thousand
billion dollars of expenditure by
governments within the United
States alone! ^

We have experienced not only
unbridled pyramiding of non¬
productive overhead, but also
invasion of the flexibility and im¬
pairment of the equilibrium of
production by outside forces not
subject to control by management.
|This has made the position more
'brittle. Because it is so hard in
so many respects, the question
arises as to the extent to which it
can successfully withstand adverse
pressures that reasonably may be
expected. If the stability and vi¬
tality of economic units are not
bolstered when conditions are fav¬
orable, they will not be safe¬
guarded at all. We now know
[only too well that supposed reme¬
dies slapped on during the blind¬
ness of adversity and panic usually
prove to be remedies that are
[worse than the disease.
I ^

So my principal suggestion to¬
night and the one thing I really
came here to express and to stress
above all else is that we must all

address ourselves to the protection
of a going-concern economy, an
early increase in its resiliency,
and the development of under¬
standing with respect to it. By
the same token we must confront
the forces which have reduced its

resiliency, and do all we can to
readjust them in the light of rea¬
son rather than in the desperation
of panic.
In turning toward a conclu¬

sion, we naturally come to the
question of what each of us can

do within his particular orbit on
a day-to-day basis. When we do
this we are again reminded of the
race between education and catas¬
trophe. Each of us has his own
orbit of activity and influence,
bach is able to affect opinion-
lorming forces. Do we do it? I
am not talking about the general
or indirect activities common

among corporations. Most so-
called personnel and industrial re¬
lations activities, which we all
carry on in varying degrees, have
a certain place and value. I refer
to something more. ........
Additional and more effective

mfafS u of crystallizing interest
whpL /ound and developed,
win j leaders and followers
in +.understand that they are all
or sa.me boat and must sinkor swim together. W- ; -j
lar<J°rtsy must be 'mflde on a

in* a# e to dissipate the think-
in th " Serso.ns whq now believe
tatinrfe orf misrepresen-
substit fanatics who would
sion subtraction and divi-
tion r a ditiort and multiplica-

Five Fundamental Ideas

greaW effcrts must establish
ceptann* UI!derstanding and ac-
mental ia at least five funda-al deas, as follows:

311 welinbe[ngiSe iS the basis °f
fressinn ^ highest form of ex-
the fnu enterprise is through
unit. golnS-concern economic

Americ^e of living of the
maintenanop6^? depends upon
Portion of ? a substantial pro¬
tasis of /henv.terprise units on the
tion of tho best Possible concep-

(4) Thp CT§011?g'C0Pcern idea.
greatest single threat to

the continued well-being of the
people of the United States is the
disproportionate expansion of
overhead which has resulted from
pyramiding political inflation in
disregard of the limits of capacity
of a going-concern economy. This
now confronts us with an internal
situation that is frozen and nailed
down in so many ways as to make
the economy exceedingly vulner¬
able to the pressures of adversity.
(5) The most important single

means for the development of the
necessary understanding as to the
interdependence of leaders and
followers and ways in which they
may act jointly to preserve the
American opportunity system is
represented by the supervisory
and working forces of business
enterprises such as those with
which you and I are associated.

Finally, I remind you of the
story often told about the Chinese
word for crisis. It is said to

present a pictograph in two parts.
One part signifies great danger;
the other, great opportunity. It is
with the faith and hope implicit
in such a concept that we should
look to the future. -

Above all, every effort must be
made to maintain the real income
of the American people at the
highest possible level that can be
sustained. If this requires de¬
velopment and substitution of
sound and durable measures for

synthetic and temporary devices,
leadership must be given to that
end. Every responsible person
owes it to himself, and the time
in which he lives, to put forth the
maximum effort to maintain and

enlarge the income of the people,
but to do so in ways that also
strengthen and enlarge a going-
concern position. Bear in mind,
this will be difficult. Were it

easy, it would not confront us as

a challenge tonight. With an ag¬
gressive application of the car¬

dinal virtues of faith, determina¬
tion, courage and intelligence, ex¬
emplified by those sturdy souls
who brought the good ship May¬
flower to Plymouth Rock, we can

yet protect our heritage and raise
the level of its service for the

benefit of the people of the United
States.

Gentlemen of Massachusetts, we
have no choice but to accept as
inevitable that only night shall
follow departure from Private
Capitalism. Consistent with the
laws of the universe, the only way
to keep America going is to keep
it growing under a system moti¬
vated by profit that is not without
honor, save in Russia.

John H. Patton Joins
H. 0. Peel & Go.

(Special to The Financial Chronicle)

OMAHA, NEB.—John H. Patton
has become associated with H. O.
Peet & Co., Farnam Building. Mr.
Patton was formerly with Central
Republic Company and Paine,
Webber, Jackson & Curtis. In the
past he was an officer of Burns,
Potter & Co., Inc.

New York Stock Exch.

Weekly Firm Changes
The New York Stock Exchange,

has announced the following firm
changes:
David C. Kuh will retire from

partnership in Hooker & Fay
Oct. 31.

Reginald W. Pressprich, Jr. will
withdraw from partnership in
Tucker, Anthony & Co., Oct. 31.
Harry Price will retire from

Walters, Peck & Co., Oct. 29.

A. W. Morris Adds
(Special to The Financial Chronicle)

BEVERLY HILLS, Calif.—La-
zare M. Kauffman has been added
to the staff of A. W. Morris & Co.,
9680 Santa Monica Boulevard,
members of the New York and
Los Angeles Stock Exchanges.

t .V

Public Utility Securities
By OWEN ELY

m i. mm M

Central Vermont Public Service Corp.
....^ei?^ra^ -Vermont Public Service Corp. is the largest electric
utility in Vermont. It has been built up gradually through mer¬
gers, the latest acquisition being Public Electric Light Company
with revenues of about $1,400,000, which was acquired in July,
this year. In some quarters it has been thought possible that the
company might acquire Green Mountain Power Corp., with rev¬
enues of nearly $5 million as compared with Central Vermont's
$9 million, but nothing definite has materialized on this.

Central Vermont and its wholly-owned subsidiary, Connecti¬
cut Valley Electric Company, Inc. (which operates in New Hamp¬
shire) serves 62,500 customers in 147 communities in Vermont and
13 in New Hampshire. Larger cities include Bennington, Brad¬
ford, Brattleboro, Middlebury, Randolph, Rutland, Springfield,
St. Albans, St. Johnsbury, and Windsor in Vermont, and Clare-
mont in New Hampshire. The service area in Vermont, which
includes a major portion of 8 of the state's 14 counties, has a
population of some 194,000 or slightly over half of the state total.

The company's electric properties consist of five systems not
now interconnected with each other, but four of which are inter¬
connected with the facilities of New England Electric System.
About 74% of the electricity required to meet customers' needs
is purchased from New England Electric System and other utili¬
ties. Of the balance, about 95% was provided in 1952 by hydro
units, and 5% by the unfinished gas turbine plant at Rutland.
Next year the proportion of purchased power will be substantially
reduced by full operation of the gas turbine, and by the newly-
acquired generating capacity of the former Public Electric Light
Company.

Vermont is well known as a scenic resort area, and natural
resources include large deposits of the finest marble, granite and
slate in the country, as well as asbestos, copper, iron and talc. The
extensive forests abound in both hard and softwood timber, pro¬
ducing lumber, pulpwood and maple products which have made
Vermont's name famous for quality. While Vermont is often
thought of as a dairy-farm state, it is becoming more diversified.
About one-quarter of the employed residents of Vermont are now

engaged in manufacturing, about the average for the U. S. but
below the level for all New England. Industrialization has grown
faster in the state in recent years than in other sections of New
England.

Following the close of the war the company not only recon¬
structed a lot of its distribution systems to keep pace with growing
loads, but carried out a very large program of rural line construc¬
tion which resulted in practically complete coverage for all of the
rural areas in the territory. This job won for the company in 194*3
the Thomas W. Martin Rural Electrification Award, presented by
the Edison Electric Institute.

While Vermont is not considered a growth area, the company's
plant on Aug. 31 was carried at over $37 million compared with
$14 million at the end of 1942. However, $4 million of plant ac¬
count had been eliminated in 1942 when the books were put on an

original cost basis. During the decade the number of large power
customers increased 175%, revenues more than doubled, and kwh.
sales were up 68%. The company's largest customer, Goodyear
Tire & Rubber, accounts for about 8% of all power revenues.

Relations with Vermont State Commission appear satisfactory.
Five upward rate revisions were made in 1948-53, all but one

becoming effective 30 days after filing, without hearings. In the
one case where a hearing was ordered, a decision was reached
within five months and a court appeal in about six months there¬
after, the rate of return allowed being 5.65%.

As of Aug. 31, 1953 capitalization was 52% long-term debt,
17% preferred stock, and 31% common stock equity. The company
expects to sell $1,500,000 mortgage bonds next year. In 1955 no
financing of any kind will probably be necessary, unless the com¬
pany decides to develop some hydro properties in the new St.
Albans territory, in connection with plans for interconnecting
St. Albans with the company's central system.

The common stock record has been somewhat irregular due to
the catastrophic flood which hit the company's properties in Rut¬
land in June, 1947, destroying one dam and severely damaging
another. The company not only incurred considerable damage to
its own properties, but also had to settle large claims for damage
to hundreds of homes and business establishments. Additional
stock was sold at 8 doubling the number of shares, in the refi¬

nancing program which followed. - Dividend payments were re¬
sumed late in 1948, and- the rate has been gradually raised to
84 cents. President Cree hopes to restore dividends to the $1.08
rate which prevailed before the flood. He feels confident that the
rebuilt dams are stronger than ever and that there is no danger

of any repetition of the 1947 trouble.
For the 12 months ended August, share earnings (based on

average shares outstanding) were $1.05. Thus the stock, at the
recent over-counter price around 15, is selling at about 14.3 times
earnings. The 84-cent dividend affords a yield of 5.6%.

* * * * =;< * *

CORRECTION: In the article on New England Gas &

Electric Association (in this column Oct. 22) it was estimated

that the New Bedford oil-gas plant could produce gas at a

holder cost of 53^ per mcf, or about the same as the cost of
natural gas. The statement should have been that oil-gas at

New Bedford can be produced at about the cost of natural gas

at Worcester from Northeastern Gas Transmission (53<D PLUS

the standby plant cost, the latter amounting to about 10^, or a

total of 63tf. At New Bedford production for the first seven
months of 1953 averaged under 60tf, but the recent increase in

the price of oil would add about to that cost.

Missisippi
IBA Group Gets Slate
ST. LOUIS, Mo. — Joseph A.

Glynn, Jr., Blewer, Heitner &
Glynn, St. Louis, has been nomi¬
nated for Chairman of the Missis¬

sippi Valley Group of the Invest¬
ment Bankers Association. He will
succeed W. Guy Redman, A. G_
Edwards & Sons. Others nomi¬
nated were A. A. Christopher
Reinholdt & Gardner, Vice-Chair¬
man, and George A. Newton, G. K.
Walker & Co., Secretary and
Treasurer. \ j

Chapin S. Newhard, Newhard,
Cook & Co., has been named to
the Board of Governors of the

IBA, succeeding Benjamin F:
Frick, Jr., Stix & Co. 1
The officers of the Mississippi

Valley Group, Mr. Newhard, Gar¬
field J. Taussig, the other IBA
Governor from St. Louis, J. H.
Fotheringham, Kerwin, Fother-
ingham & Co., Edward J. Costi-
gan, Jr., Edward D. Jones & Co.*
E. William Darmstatter, Stifel,
Nicolaus & Company, Incorpo¬
rated, Kenneth H. Bitting, Merrill
Lynch, Pierce, Fenner & Beane,
and Dabbs Sullivan, Dabbs Sul¬
livan Company, Little Rock, will
compose « the Executive Com¬
mittee.

Jack M. Bass, Jr. Witb
Jack M. Bass & Go.
NASHVILLE', Tenn.— Jack M.

Bass, Jr. has joined the staff of.
Jack M. Bass & Co., 315 Fourth
Avenue, North. Mr. Bass, a grad¬
uate of the University of Vir¬
ginia, has been with the Military-
Liaison Section of the U. S. State

Department for several years.

Join Sills, Fairman
CHICAGO, 111.—Sills, Fairman

& Harris, Incorporated, 209 South.
La Salle Street, members of the
Midwest Stock Exchange, invest¬
ment banking firm, has announced
that the following registered rep¬
resentatives have joined the com¬

pany: James Robert Cleaver,,
Garden City, Kansas, and Philip
S. Adams, Chicago.

Forming Greenwald & Co.
As of Oct. 29 Greenwald & Co.,

members of the New York Stock

Exchange, will be formed with
offices at 61 Broadway, New York
City. Partners are Alfred Green¬
wald, Exchange member, gen¬
eral partner, and Dorothy \ B.
Maltz, limited partner. Mr. Green¬
wald was formerly a partner

* Greiner & Co.

Draper, Sears Adds j
(Special to The Financial Chronicle)

BOSTON, Mass.—Edith F. Wood
has been added to the staff of

Draper, Sears & Co., 53 State
r Street, members of the New York
1 and Boston Stock Exchanges. •

'
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I With Bache & Co.
(8pecial to The Financial Chronicle)

PALM BEACH, Fla.—Sylvia B.
Sands is now with Bache & Co.,
271 South County Road.
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Some down-to-earth aspects of
color television, transistors and
other electronic developments
emerged from the semi-annual
round table discussion between
the research staff of Hugh W.
Long & Company and the firm's
technical consultants, men who
are scientists or head scientific

enterprises.
Real volume of color TV sets

at retail prices lower than $700 is
not expected before 1956. At pres¬
ent 30 to 34 controls are required
in color receivers, and only 12-in.
and 14-in. tubes are available. Basic
theories of high frequency elec¬
trical impulses are being re-ex¬
amined. The "as far as the hori¬
zon" theory is now obsolete. New

New England Fund
Trustees Strengthen
Conservative Position

The Trustees of New England
Fund have maintained their cau¬

tious attitude toward the pros¬

pects for continuation of current
high levels of earnings. The 88th
Quarterly Report to shareholders,
for the nine months to Sept. 30,
1953, revealed that the conserva¬
tive position of the Fund has been
further strengthened during 1953.
Holdings of short-term bonds and
notes (maturities under 5 years),
and cash, accounted for 34% of
total assets at the end of Septem¬
ber, compared with 21% at the
1952 year-end; and the emphasis
has been on less cyclical common
stocks for the portfolio.
These conservative steps, begun

some three years ago, have re¬
sulted in relatively steady value-
per-share figures throughout the
last year: $17.33 on September 30,
1953, compared with $18.13 a year
ago before a 35c year-end pay¬
ment from realized capital gains.
They have also resulted in the
realization of nearly $850,000 of
net security profits in the last 3%
years which are paid to the share¬
holders either in cash or in addi-
ttenal shares. The very large
majority of shareholders have
taken their payment in shares.
The same procedure will be fol¬
lowed with the realized profits in
1953.

Total net assets of $6,325,418
and 364,951 shares outstanding
compare with $6,023,270 of assets
and 332,310 shares a year earlier.

3rd Quarter Portfolio Changes
Additions

2,500 shs. United Fruit
2,000 shs. American Viscose
7,000 shs. Wisconsoin Public Service

Eliminations

1,600 shs. Columbus & Southern Ohio Elec.
5,150 shs. Northern States Power (Minn.)
8,000 shs. Southern Co.
9,000 shs. Toledo Edison
1,500 shs. Consol. Edison $5 cum. pfd.

Holdings of International Paper and
Montgomery Ward common stocks were
increased by 1.000 shares and 500 shares,
respectively.

findings suggest that the present
setup of relay amplifying stations
may not be necessary, and that
trans-ocean TV broadcasting is
possible.
Transistors have been oversold.

Unless some "magic" is found it
will take five years before they
are sufficiently dependable for
adoption in military equipment.
The advantages of transistors —

low power consumption, compact¬
ness and long life—will bring
about their reasonably wide use

in 1954, even though far from
perfected.
Government purchases of elec¬

tronic equipment will continue
very high for a decade. When
transistors become fool-proof,
most then existing military elec¬
tronic equipment will have to be
radically redesigned.
Other subjects touched on at the

meeting included recent develop¬
ments in automation (conversion
of manufacturing plants to self-
operation through electronic de-
vices), metallurgy, petroleum,
chemistry and drugs.

OPEN-END REPORTS

SELECTED AMERICAN Shares,
Inc., reports assets at Sept. 30,
1953 of $25,109,238 or $12.49 a

share vs. $24,369,735 or $13.76 a
share at Sept. 30, 1952.
Five largest investments by in¬

dustry were oil 12.2% of assets,
electric utility 10.5%, electric
equipment and television 9.6%,
chemical and drug 8.0%, and re¬
tail trade 6.3%. Common stocks
accounted for 91.1% of assets. The
balance was in U. S. Governments
and cash.

Edward P. Rubin, President,
said, in commenting on business
conditions, "While it is reasonable
to suppose this thus far mild re¬

cessionary trend may go further,
it now seems certain that 1953 as

a whole will establish a new high
peacetime record for business ac¬

tivity and gross national product.
Earnings of many corporations
will exceed those of 1952.

"In periods like this it is easy
to lose sight of basic values and

long-term probabilities as atten¬
tion is drawn to temporary near
term problems. The management
—while importantly interested in
the near term, too—is convinced
that the dominating long-term
forces in this economy are its
healthy growth and risk of further

inflationary developments, both of
which emphasize the desirability
of common stock investments.
"In the third quarter the com¬

pany sharply reduced its holdings
of railroad and steel stocks. Hold¬
ings of some of the more stable
industries were increased, There
was a moderate addition to cash
and government securities. Sub¬
stantial purchases were made in
stocks of companies which appear
to offer a combination of pros¬

pects for good business and relief
from excess profits taxes next
year."

BROAD STREET Investing Cor¬
poration increased net assets to
$32,267,685. The Sept. 30 figure
compares with $31,695,720 three
months ago, $31,020,634 at the be¬
ginning of the year and $28,131,675
on Sept. 30, 1952.
Sales of new shares totalling

$5,555,050 were made during the
9 months of 1953 and that after

redemptions, new funds for the
period amounted to $4,309,176.
The Sept. 30 net asset value per

share of Broad Street Investing
was $20.73 or 3.9% less than a

year earlier, after adding back the
distribution from realized gain on
investments of 45 cents per share
made in 1952.

There was no great change in the over¬
all emphasis on common stock investments
during the past 3 months. However, bonds
and preferred stocks were favored in pur¬
chases made with new funds received and
common stock holdings were lowered as

a percentage of net assets to 86.6% at the
end of the quarter compared with 88.5%
at the end of June. Public utility common

Affiliated
Fund

A Common Stock Investment Fund

Prospectus upon request

Lord, Abbett & Co.
New York — Chicago — Atlanta — Los Angeles

M.I.T. Sales $6 Million;
Buys $13 Million

Massachusetts Investors Trust

reporting for the three months
ended Sept. 30, 1953, states that
purchases of the Trust's shares by
investors in this period have ex¬
ceeded shares redeemed by $6,-
4 <6,729. in this same quarter, the
Trust bought $13,334,730 of in¬
vestments for portfolio compared
with $8,127,160 in sales of port¬
folio holdings excluding short-
term notes.

The report also announces that
to simplify future administration
any net capital gains made from
the sale of securities will be dis¬
tributed after the end of the year,
rather than in the same calendar

year as realized, the previous pro¬
cedure.

As of Sept. 30, the Trust reports
a net asset value per share of
$18.09. In the past 12 months from
this date, there were gains of
16,416 in number of shareholders
and 2,025,657 in shares outstand¬
ing, for totals of 110,925 share¬
holders and 26,346,767 shares out¬
standing, record figures in the
Trust's 29-year history.
Major portfolio changes for the

three months ended Sept. 30, 1953
were as follows: .

PURCHASES

Company— Bought
Illinois Power Co. ____________ 10,000
American Smelt. & Refining Co. 10,000
Crown Zellerbach Co. 11,012
Douglas Aircraft Co. 10,000
General Motors Corp. 10,500
Industrial Rayon Corp :__ 10,000
Libbey-Owens-Ford Glass —1— 13,000
N. Y. State Electric & Gas *15,000
North American Aviation ______ 15,000
Pacific Gas & Electric Co._____ *13,000
United Aircraft Corp. 20,000
United Gas Corp. *19,716
General Motors Accept. Notes__ $8,880,000

'Purchased partly through rights.

SALES

Company— Sold

Chrysler Corp. 10,000
Con. 111. Nat. Bank Trust, Chi._ 24,500
Guaranty Trust, New York-___ 17,500
Public Service Electric & Gas.. 41,100
Weyerhaeuser Timber 10,000
General Motors Accept. Notes $9,560,000

l.D.S. Nine Months' Earnings
Increase From $8.71 to $9.57

Net earnings of Investors Di¬
versified Services, Inc., were ap¬

proximately $2,782,677, or $9.57
per share in the nine months end¬
ing Sept. 30, 1953, compared with
$2,531,224, or $8.71 per share in
the corresponding period of 1952,
the company reports.

Undistributed earnings of IDS
wholly-owned subsidiaries were

$2,378,040, or $8.18 per share of
IDS stock, against $1,755,889. or

$6.04 per share, making the total
increase in surplus $5,160,717,
equal to $17.75 per share in the
three quarters of 1953, against
$4,287,113, or $14.75 per share in
the like period a year ago, the
company stated.

stocks were increased and continued ,

the largest single industry group wi?k
20.3% of net assets contrasted with iR-sr?
a year earlier. Oil stocks were the seen™
largest, representing 17.0% of net asseh
New common stock commitments

3,800 Brooklyn Union Gas, 5,000 Louisian
Land & Exploration and 12,000 Pfizer
American Chicle, Arizona Public Servir,

Central Illinois Light, Cluett, Peabody ami
Shamrock Oil & Gas were among the hold
ings that were increased during the quarter"
The sale of 18.000 Merck and 2 On

Skelly Oil eliminated these issues from'th.
portfolio. lfte
Reductions were

. made in the holdings
of Detroit Steel Products, Moore-McCor
mack Lines, Sinclair Oil, and U. S Steel"

Mass. Life Fund

Gains in Year
Massachusetts Life Fuhd, in its

report for the three months ended
Sept. 30, 1953, notes that the num¬
ber of its shares outstanding in¬
creased to 561,805, compared with
536,584 at the same time a year
ago. Total net assets in the same

quarter increased to $15,468,270,
compared with $15,388,030 a year
ago. : •

The net asset value per share at
the end of the three months peri¬
od was $27.53 after a dividend -of
25 cents per share, the same divi¬
dend as was paid in the cor¬

responding period last year, !
Common stocks held by the

fund as of Sept. 30, 1953, totaled
54% of the fund's assets, while
37% was in cash and bonds and
9% in preferred stocks. Among
common stocks, public utilities
shares represented 17% of the en¬

tire Fund, industrials were 30,%
and bank and insurance stocks
6%.

Major portfolio changes for the
three months period ended Sept.
30, 1953 include the purchase of
15,000 shares of New England
Electric System and the sale of

3,500 shares of Texas Utilities
Company.

uNofice of 33rd

Consecutive Quarterly Dividend
On October 13, 1953, the Directors
of Investors Stock Fund, Inc., de¬
clared a regular dividend of
eighteen and one-half cents per
share derived from net dividend
income, payable October 29,1953,
to shareholders of recordOctober 16.

At the same meeting, the Directors
declared a special dividend of
twenty-six and one-half cents per
share derived from security profits
realized during the past fiscal year,
also payable October 29, 1953, to
shareholders of record October 16.

H. K. Bradford, President

Xi
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„r. AWARE FUND recorded an
increase in net assets in

S2 months ended Sept 30 1953.
Total net assets on that date

Jounted to $14,753,000, equal to
a share on the 983,500

luares outstanding among 6,650
Xeholders, compared with total
'ot assets Of $13,878,000 on Sept.
!0 1952, °r $16.45 a share on the
44000 shares then outstanding
monfi 5,785 shareholders.
The Fund listed 89% of its

issets in commons; 9% in pre-
erreds; and 2% in cash and re¬
ceivables on Sept. 30, last. During
'he September quarter, Delaware
idded to its holdings in the air-
fine railroad, utility and elec¬
tronic industries and reduced its
Position in the aircraft manufac¬
turing field.

| ~~ " •

Eaton & Howard Report
Shareholder Gains

Eaton & Howard Balanced Fund
86th Quarterly Report for the
period ending Sept. 30 shows net
assets of $95,860,517 equal to
$30.36 per share. On that date the
Fund had 20,176 shareholders, an
increase of 2,109 since the begin¬
ning of the year, and 3,157,946
shares outstanding, an increase of
251,016 — both representing new
highs in the history of the Fund.
Fifty-eight percent of the Fund

was invested in common stocks at
the end of Sept., 15% was in pre¬
ferred stocks, 17% in corporate
bonds and 10% was held in cash,
U. S. Government bonds and
short-term notes.
The larger common stock hold¬

ings by industries were oil
(11.3%), power and light (10.5%),
banking (5.1%),insurance (4.6%),
and natural gas (3.7%). The fol¬
lowing table shows securities
added to and eliminated from the
Fund's portfolio during the third
quarter of 1953:

Additions

U3S22/54£1SUri CtfS' °f Indebtedness 2'/2S»
U. S. Treasury Notes 27/as, 3/15/57.
Industrial Accept. Corp., Ltd. Notes 3%s,
2/22/54.

Commercial Credit Co. Notes, 4/9/54.
Commercial Investment Trust Notes,
4/15/54, 5/7/54.

General Motors Acceptance Co. 37/8s, 1961.
£1 Paso Natural Gas Co., 5.65% pfd.
iCaterplliar Tractor Company.
El Paso Natural Gas Co.

Goodyear Tire & Rubber Company,
standard Oil Company (Kentucky).

Eliminations

S. Treasury Bonds 2s, 9/15/53.

?'edit Notes- 7/6/53, 7/13/53.
vomme citd Investment Trust, Notes

, i o/iO/53.
& Ri° Grande Western, Inc. 4y2s,

Gulf Mobile & Ohio "B", Inc. 4s, 2044.
Mission Corp. 334s, 1966.

e 'p^S MS?n Trancisco lst "A" 4s- 1997-
Curm p1, U.al Gas Co- $44° conv- 2d PW.ishlr'S Co- S3-$4 prior pfd
Medusa Poland Cement Co

? K Pire Insurance Co.Co- of Indiana.
Virginia Electric & Power Co.

Pra»cisc° "A" 4'/as, 2022.
consolidated Edison Co. of n: Y.

ftfimt0^ & Howard Stock Fund
^Quarterly Report for the
S en/lng Sept 30 sh°ws netassets of $18,660,074 equal to

FunH K Schare- 0n that date the
inoito r '138 shareholders, an
ring of °thP 015 SinCG the b6gin"shaL ? +tbe year, and 829,034
135?u u l s' an ^crease of
highs in th L rePresenting new

I Nine?JhlSt0ry of the * und-
was invpcf°iir percent of the Fund
the end 10 common stocks at
and sh0rt tSept'; 6% was in cash'□short-term notes.

ings hv "fVommon stock hold-
(lf py industries were oil
insurance ?QVr^n? light
and chemirnf /c nklng C-0%)
iowina tahip n (6,9%)- The fo1"
addecfto pIr rW? securities
Portfolio r? eilmmated from the
of 1953. ln^ the third quarter

Oaterpiiia,. Tr Additions
Florin. p Tractor Co.

]Oklahoma rer Corp"Southern & Electric Co.
Oommercial' if";8 Edison Co.

23, 1953 Investme"t Trust :Notes, Dec.

Eliminations
[Southern Natural Gas Co.jU- S. Treasury Bills, Sept. 18, 1953.

Continued from page 5

The State of Trade and Industry
mortality in September. More businesses succumbed than a year

ago in all industry and trade groups, except service.
Failures exceeded the 1952 level in all regions except the

Middle Atlantic; in that area, the decline from a year ago was
concentrated wholly in New York.

Steel Output Scheduled to Drop to 93.7% of
Capacity This Week

Steel production is riding high, says "Steel," the weekly maga¬
zine of metalworking. After holding steady at a lefty 95% of
capacity rate all this month, it edged upto 95.5% in the week ended
Oct. 24. And there is no reason to expect the rate to be below 95%
in the one remaining week of the month, it states.

While the current 95% rate might at first glance appear low
when compared with the 106.6% average for October of last year,
a rate of 95% today yields almost as much steel as the 106.6% rate
of last October, it continues. The capacity on which this, year's
operating rates are computed is 8% higher than that of last year.
Output of steel for ingots and castings in October last year was

9,808,084 net tons. This year the October production should be
approximately 9,500,000 net tons, it further states.

. Such an output would be in sharp contrast to what some people
expected. Earlier this year you could find people who thought
steel output would be down to 90% or less of capacity in the
fourth quarter. One month of this quarter is nearly past and the
rate this month hasn't been below 95%, this trade paper observes.

Not only is steel production moving along at a high rate but
demand for steel at the mill level is firming up a little after easing
during the summer. In numerous cases, the inventory reduction
that steel consumers launched into has gone about as far as they
can let it go in view of the good level of business that continues,
reports "Steel."

The biggest consumer of steel—the automobile industry—is
seeing its output reviving after a summer lull. Its production now
exceeds that of a year ago. A producer of household refrigerators
reports its sales are running 82% ahead of last year and sees a

bright outlook for the rest of the year, according to this trade
journal. •

Prices of scrap, one of the principal raw materials used by
steel makers, continue to edge upward. Many analysts, "Steel"
states, thought scrap prices had overcorrected themselves down¬
ward in response to the decline in steel demand.

The American Iron and Steel Institute announced that the

operating rate of steel companies having 93% of the steel-making
capacity for the entire industry will be at an average of 93.7%
of capacity for the week beginning Oct. 26, 1953, equivalent to
2,112,000 tons of ingots and steel for castings as against 95.0%
(revised), or 2,142,000 tons a week ago. For the like week a month
ago the rate was 95.3% and production 2,149,000 tons. A year ago
the weekly production was placed at 2,229,000 tons and the oper¬

ating rate was 107.3% of capacity. The percentage figures for the
current year are based upon the capacity as of Jan. 1, 1953, the rate
this year being higher than last year. I

Car Loadings Rise 2.3% Above Week Ago
Loadings of revenue freight for the week ended Oct. 17, 1953,

increased 18,469 cars, or 2.3% above the preceding week, accord¬
ing to the Association of American Railroads.

Loadings totaled 822,539 cars, a decrease of 15,869 cars, or

1.9% below the corresponding 1952 week, and a decrease of 64,109
cars, or 7.2% below the corresponding 1951 week.

Electric Output Reverses Downward Course the Past Week
The amount of electric energy distributed by the electric light

and power industry for the week ended Saturday, Oct. 24, 1953,
was estimated at 8,306,426,000 kwh., according to the Edison Elec¬
tric Institute.

The current figure represents an increase of 41,626,000 kwh.
above that of the preceding week, and an increase of 610,183,000
kwh., or 7.9%, over the comparable 1952 week and 1,072,498,000
kwh. over the like week in 1951.

U. S. Truck Output Drops in Latest Week
Automobile output for the latest week was slightly above the

previous week, according to "Ward's Automotive Reports." Truck
output for the same period, however, was lower.

The industry turned out 123,331 cars last week, compared with
122,325 in the previous week. A year ago the weekly production
was 106,712.

United States truck production last week totaled 18,480 com¬
pared with 23,272 the previous week. A year ago truck output
was 29,218 units.

Canadian companies made 6,616 cars last week, compared
with 5,400 in the previous week and 6,402 in the like 1952 week.
Truck production amounted to 914 units last week, against 1,646
the week before and 2,416 in the year earlier period.

Business Failures Rise Moderately
Commercial and industrial failures rose to 185 in the week

ended Oct. 22 from 169 in the preceding week, Dun & Bradstreet,
Inc., reports. This increase lifted casualties well above the 154 and
155 which occurred in comparable weeks of 1952 and 1951. Con¬
tinuing below the prewar level, however, failures were down
38% from the 1939 toll of 300.

Casualties with liabilities of $5,000 or more increased to 158
from 138 a week ago and exceeded their 1952 total of 113. In
contrast, a decline occurred among small failures, those involving
liabilities under $5,000; they dipped to 27 from 31 and were con¬
siderably below the 41 of this size recorded last year. Fifteen
businesses succumbed with liabilities in excess of $100,000, com¬
pared with 23 in the previous week.

Wholesale Food Price Index Turns Moderately Downward
The wholesale food price index, compiled by Dun & Brad-

street, Inc., registered a moderate decline last week, from $6.57
on Oct. 13 to $6.54 on Oct 20. This was the lowest since mid-June
when it stood at $6.51. The current figure compares with $6.34 on
the corresponding date a year ago, or a rise cf 3.2%.

The index represents the sum total of the price per pound of 31

(1651) 35

foods in general use and its chief function is to show the general
trend of food prices at the wholesale level.

Wholesale Commodity Price Index Moves Mildly Upward
The trend in the general price level was mildly upward the

past week. The daily wholesale commodity price index, compiled
by Dun & Bradstreet, Inc., finished at 271.06 on Oct. 20, compar¬
ing with 270.71 a week earlier. At this time a year ago the index
stood at 287.43.

Grain markets strengthened last week, reflecting buying
stimulated by the belief that the Administration will provide con¬
tinued high support levels for farm products.

Limited offerings of "free" wheat and a more active mill
demand were additional supporting factors in that cereal which
closed strong despite partial relief from drought by good rains
in parts of the Southwest and lack of export demand. Oats and
rye prices rallied to close moderately higher. Corn prices declined
at most markets, reflecting heavy marketings of new crop corn.

This year's corn yield, based on Oct. 1 conditions, was esti¬
mated by the Crop Reporting Board at 3,196,000,000 bushels.

This was about 20,000,000 bushels less than the Sept. 1 fore¬
cast, and about 110,000,000 bushels below the actual 1952 harvest.

Domestic sales of all types of bakery flours remained on a
restricted basis. Moderate to fair sized bookings of hard Winter
wheat varieties were reported during the week but buyers as a
rule showed a disposition to defer purchasing in the hope that
prices will turn downward. Export flour trade continued in small
volume. The coffee market displayed a tendency to stabilize at
the lower levels established last week following the currency
devaluation which took place in Brazil a week ago. Replacement
roaster buying was fairly active at the new levels. Cocoa prices
turned upward in more active trading, reflecting a broader manu¬
facturing interest for spot stocks and continued firmness in the
London market. Warehouse stocks of cocoa continued to decline,
totalling 101,745 bags. This was down 14,296 bags from a week
ago, and compared with 65,998 a year ago. Domestic and world
sugar were somewhat easier in dull trading. The undertone in
lard was firm and prices edged higher in sympathy with related
markets. Chicago livestock markets were mostly steady.

Spot cotton prices moved slightly higher last week, the main
supporting influences being the high level of CCC loan entries,
the continued strong holding movement among farmers, and the
proclamation by the Secretary of Agriculture of marketing quotas
and acreage allotments for the 1954 cotton crop.

Reported sales in the ten spot markets declined moderately
for the week and were considerably, less than a year ago. Loan
entries during the week ended Oct. 9 reached 411,000 bales, the
second largest weekly volume ever reported, while entries for the
season to date at 974,000 bales, exceeded the volume reported in
the same period of any preceding season on record. Consumption
of cotton during the four-week September period, as reported by
the Census Bureau, was 702,425 bales, or somewhat less than trade
expectations.

Trade Volume Set Back by Unseasonably Mild Weather
Unseasonably mild weather over much of the nation retarded

retail trade in the period ended on Wednesday of last week. While
the total dollar volume of retail trade continued to surpass that of
a year ago, the number of retailers with smaller sales receipts
than a year ago was on the increase. Relaxed credit terms and
late shopping hours were used by many retailers to stir shoppers'
interest.

Suburban stores generally had less difficulty in surpassing the
sales figures of a year ago than did large city department stores.

The total dollar volume of retail trade in the week was esti¬
mated by Dun & Bradstreet, Inc., to be from unchanged to 4%
higher than the comparable 1952 level. Regional estimates varied
from the comparable 1952 levels by the following percentages:
New England and Midwest 0 to -f 4; East —1 to +3; South +1 to
+ 5; Northwest, Southwest and Pacific Coast -f2 to -j-6.

Contrary to seasonal expectations, the interest in apparel
lagged two weeks ago as temperatures remained above normal.
However, the total spent on apparel last week was about on a par
with that of a year before. While the buying of suits and coats
declined the past week, the call for casual clothing, haberdashery
and accessories remained high. Some New England merchants
noted an early start of gift shopping.

The consumer demand for food was about on a par with the
level of the preceding week and slightly above that of a year ago.
The buying of meat dipped slightly although poultry and beef re¬
mained more popular than a year ago. In rising demand were
fresh fruits and vegetables while frozen and canned goods de¬
clined. The buying of margarine was slightly ahead of a year ago.

Shoppers turned their attention increasingly to household
goods last week, as they responded to many attractive promotions.
However, the total spent on household goods did not reach the
high level of a year before.

In rising demand were floor coverings, incidental furniture,
radios and giftware.

Preparations for the coming Christmas season were reflected
in a rising call for many items on the wholesale level in the week.
As during most of the past year, the total dollar volume of whole¬
sale trade was slightly larger than that of a year earlier.

Department store sales on a country-wide basis, as taken
from the Federal Reserve Board's index, for the week ended
Oct. 17, 1953, decreased 5% from the level of the preceding week.
In the previous week, Oct. 10, 1953. a like decrease was reported
from that of the similar week of 1952. For the four weeks ended
Oct. 17, 1953, a decline of 3% was reported. For the period Jan. 1
to Oct. 17, 1953, department store sales registered an increase of
2% above 1952.

Retail trade in New York last week suffered from unseason¬
ably warm weather which resulted in a decline in sales volume of
about 10% below that of the similar week a year ago.

According to the Federal Reserve Board's index department
store sales in New York City for the weekly period ended Oct. 17,
1953, registered no change from the like period of last year. In the
preceding week Oct. 10, 1953, a decrease of 1% (revised) was re¬
ported from that of the similar week of 1952, while for the four
weeks ended Oct. 17, 1953, no change was reported For the period
Jan. 1 to Oct. 17, 1953, no change was registered from that of the
1952 period.
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U. S. and the Woild Economy

J

able capital in Europe. The Brit¬
ish, formerly leaders in this field,
now need to husband their re¬

source for use in the sterling area.

Consequently, Europeans empha¬
size that virtually the only large
pool of funds available for for¬
eign investment is in the United
States. They hope that this coun¬

try will take a leading role in
foreign long-term lending, either
through the Export-Import Bank,
or the International Bank for Re¬

construction and Development, or
toy devising ways and means to
encourage private lending and in¬
vesting abroad. /

Pressure to expand foreign
lending activities is likely to come

also , from American industry,
since the problem is of real im¬
portance, especially to producers
-of capital goods in this country.
The backlog of orders in these in¬
dustries has dropped substantially
in recent months, and manufac¬
turers are bidding vigorously for
new business. Since greater for¬
eign lending would substantially

Ai increase expenditures oh capital
projects throughout the world,
pressure for a government-spon¬
sored expansion of international
lending is likely to grow in the
•event of some decline in industrial

activity at home.

Unquestionably, the task will
not be easy, since any important
revival of foreign lending and in¬
vestment must deal with the risks
-of war, expropriation, inflation,
restricted transfers of income and

•capital, and all the other hazards
and obstacles that confront inter¬
national finance in this mid-
twentieth century. Certainly, if
American capital is to be induced
do go abroad, it must have con¬

crete assurance of more favorable
treatment than it has received in
some areas in the past. This will
require a reorientation of think¬

ing abroad which may not be
readily forthcoming.

Furthermore, some troublesome
•differences of opinion will have
-to be resolved with regard to the
degree to which foreign borrowers
.should be permitted to spend the
■proceeds of American loans in the
^markets of their choice. Europeans
-quite naturally point out that if
we are sincere in our desire to
reestablish a more liberal climate
lor world trade and finance, bor¬
rowers should be permitted to
anake their purchases wherever
they find the most satisfactory
terms and conditions, while our
domestic producers will be in¬
clined to insist that proceeds of
United States loans be spent in
this country. Nevertheless, despite
-all the problems and quandaries,
it is clear that earnest endeavors
lo revitalize international lending
are essential to the growth of
world markets, and the prospects
•are such endeavors will be made.

Commercial Policies—No less
important, and perhaps even more

prominent in foreign thinking and
discussion, is United States trade
policy. Despite the many years of
foreign aid, the world is far from
paying its way in the American
market. Only our large foreign as¬
sistance program and military ex¬
penditures abroad permitted the
:rest of the world to continue its
purchases from this country and
it the same time to add to its gold
and dollar balances. If we wish to
retain our export markets, we
.must permit the rest of the world
to acquire dollars through sales
-of goods and services to the
American market, or we must
•continue large aid programs or

greatly increase our foreign lend-
ing activities.

In the field of American com¬

mercial policy, the basic issue is
whether the United States will

follow a course appropriate to its
standing as the world's largest
creditor nation. People abroad are
concerned over the present United
States tariff system under which
an exporter to this country, after
spending time and money to de¬
velop a market here for his goods,
may find himself cut off from
the market by administrative ac¬
tion of the authorities. The "Buy
American" act is cited as a hor¬
rible example of American com¬
mercial policy. Simplification of
customs procedures is desired by
all who sell to this country, and
it is felt that recent legislation
falls short of what is needed. \ y
It is obviously much easier

to anlyze the problem than to de¬
vise a feasible solution. Any effort
to reduce our trade barriers is

likely to encounter opposition
from the industries affected, and
possibly from labor organizations
as well. Emphasis will be placed
upon the differentials in wage
rates and living standards here
and abroad, and upon the need to
maintain productive capacity in
certain industries for national de¬
fense. Also, a policy of increasing
some imports would conflict with
other government measures, such
as the support of agricultural
commodity prices.

Furthermore, progress toward a

more liberal trade policy in recent
years has been achieved under
conditions of rising business ac¬

tivity and reasonably full employ¬
ment. In the event of a significant
decline in business, the difficul¬
ties would unquestionably be
greatly enhanced. American, pro¬
ducers are already finding them¬
selves frequently underbid by
foreign manufacturers; many im¬
portant engineering contracts are

going to European firms. The
United States may still have a

competitive edge in the design
and quality of many products, but
here too other nations are im¬

proving their positions. Also,
since an easing of business condi¬
tions in the United States would
have a depressing effect upon the
ability of foreign exporters to sell
in our markets, it would probably
discourage any further relaxation
of trade barriers aginst dollar im¬
ports around the world. All this
would make the political and eco¬

nomic climate in this country dis¬
tinctly unreceptive to any signifi¬
cant further liberalization of our
own commercial policies.
Even if these obstacles to a lib¬

eralized commercial policy are

overcome, foreign producers will
still face problems in tapping the
American mass markets. Among
the difficulties are designing
products for the American con¬

sumer and adapting advertising
and distribution techniques to
conditions here. Yet mass markets
must be developed if foreign
countries are to earn more dol¬
lars.

Economic Policies Abroad

It is clear that our position of
leadership carries with it grave
responsibilities as well as great
opportunities to help the nations
of the free world build stronger
and more productive economies.
At the same time, it is evident
that this goal cannot be reached
through our contribution alone;
our efforts, however great, will be
futile unless they are accompanied
by appropriate fiscal, monetary
and credit policies on the part of
all countries concerned. Never¬

theless, progress is slow, tedious,
and fraught with tremendous
complexities.

Currency Problems and Ex¬
change Rates—A basic require¬
ment for a sound international
economy is the restoration of con¬
vertible currencies and the elim¬

ination of discriminatory .prac¬
tices in foreign trade and invest¬
ment. Despite the improvement in
foreign monetary reserves, how¬
ever, the outlook is still quite
poor.

Assuredly the trends of recent
months have provided encourag¬
ing evidence of the growing
strength of many world cur¬

rencies, with the important ex¬
ception of the French franc. How¬
ever, the rise in gold and dollar
balances has been greatly facili¬
tated by the fact that important
trading areas continue to main¬
tain restrictions on imports from
the dollar area; rapid relaxation
of these trade restraints might
sharply cut the further growth of
reserves. Furthermore, a sub¬
stantial amount of dollar ex¬

change stems from United States

foreign aid, from expenditures
connected with United States

troops stationed abroad, and from
similar noncommercial sources

which cannot serve, as firm and

permanent foundations for long-
range policy. Therefore, many na¬
tions emphasize that their mon¬

etary reserves are still insuffi¬
cient to support their foreign
transactions, especially in view of
the relatively wide fluctuations
that occur in international pay¬
ments.

The difficulties are apparent in
connection with endeavors to re¬

store the international convert¬

ibility of the pound sterling, a
step which now seems to have
been deferred for perhaps an in¬
definite period. This change in
British sentiment does not indi¬
cate a defection from the long-
term goal of making sterling con¬
vertible, but reflects instead a re¬

appraisal of the many complex
factors involved. It is anticipated
that the growth of British gold
and dollar reserves over the next
12 months may be somewhat less
than in the 12 months just ended.
Stocks of raw materials may have
to be replenished or increased in
order to support the present level
of trade; certainly this will be
necessary if production is to be
expanded. On the other hand, the
British defense program is inter¬
fering with the drive for exports,
especially in the engineering and
allied industries in which the
British feel that their export fu¬
ture lies.

Consequently, it is realized that
the restoration of sterling convert¬
ibility and a relaxation of trade
restraints presupposes a high de¬
gree of cooperation by the United
States in the form of a liberal¬
ized commercial policy and some
support to Britain's monetary re¬
serves. It might also require that
the Continental European coun¬
tries provide some assurance

against a repetition of the drain
on sterling which thwarted con¬

vertibility in 1947. The coopera¬
tion required is probably in ex¬
cess of what can reasonably be
expected at this time.

As long as general economic
conditions remain satisfactory,
another round of currency deval¬
uation is not in prospect. Perhaps
the crucial question, on which an
answer is not possible at the mo¬

ment, is whether the currency
systems of the free world are

sufficiently strong to withstand
modest cyclical fluctuations in
business activity. Should busi¬
ness conditions and trade balances
deteriorate significantly, some
countries might be tempted to de¬
preciate their currencies in order
to improve their competitive posi¬
tion in world markets. Such ad¬
vantages tend to be largely trans¬
itory, since major currency de¬
valuations have a habit of spread¬
ing, but this has not discouraged
the practice in the past/
Budget Problems—Government

budgets seem to present a prob¬
lem everywhere in the free world.
The similarity of budget difficul¬
ties in Western Europe and in
the United States is striking.* rn
Europe, as here at home,'.fiscal

policy faces a set of conflicting
objectives: to maintain an ade¬

quate defense establishment, to
support social welfare and public
improvements, and to balance the
budget. Practically everywhere
in Western Europe, budgets are
either in precarious balance or

running at a deficit, and both
sides of the budget — receipts as
well as expenditures— are too
high.

Tax burdens everywhere are

heavy. As a result, there are

strong political pressures for tax
reductions; these pressures resist
any efforts to attain a balanced
budget by increasing revenues.
The heavy tax burden cuts into
individual and business savings,
thereby reducing the supply of in¬
vestment funds. In addition, since
budgets are unbalanced, govern¬
ments tend to preempt much of
the available savings for invest¬
ment in government securities,
thereby reducing still further the
flow of funds into corporate se¬

curities and other private invest¬
ment outlets. Consequently, many
thoughtful students are concerned
over the long-range implications
of the budget upon Western
Europe's economic progress.

Moreover, in addition to rais¬
ing long-range problems of eco¬

nomic health and growth, the
budget presents a very real and
immediate impediment to rapid
progress on European defense.
Budget difficulties have contrib¬
uted to a general desire to mod¬
erate the pace of the Western Eu¬
ropean defense effort, especially
since defense spending competes
with social welfare projects for
available funds. Political pres¬
sures for ambitious programs of
social welfare are widespread;
even where a Conservative gov¬
ernment has taken over, as in
Great Britain, no significant cur¬

tailment in such programs has
been achieved. To shift expend¬
itures from social programs into
defense, or to reduce spending for
social welfare in order to balance
the budget, is not politically feas¬
ible. In fact, in some cases it ap¬
pears that if increases in the de¬
fense program are to be made po¬
litically acceptable, a concomitant
expansion in social welfare pro¬
grams must be undertaken. It is
difficult to avoid the conclusion
that in the battle of the budget,
defense programs will be the
major loser.

Prerequisites to Progress—It is
heartening to observe that in the
face of these formidable difficul¬
ties, progress has nonetheless been
achieved in carrying out some

policies essential to European re¬

covery. A basic prerequisite for
,international monetary stability
and economic growth is for in¬
dividual countries to follow a

sound course in their economic
policies at home, which means

above all that they avoid policies
that generate inflationary pres¬
sures. This implies a willingness
to use restrictive credit measures
when appropriate; it also implies
proper control over fiscal affairs
and the avoidance of large budget
deficits. In broader perspective it
may also envisage a more realistic
definition of "full employment"
in terms that would cope with the
persistent upward pressure upon
labor costs and prices from this
source. Fiscal, tax and credit poli¬
cies must limit domestic demand
so that goods may be released for
export; domestic investment must
be kept within reasonable bounds.
Finally, in order to make export
industries competitive in world
markets, it is imperative that pro¬
ductivity be increased and costs
be reduced.

It would be erroneous to as¬
sume that these principles have
been accepted everywhere in Eu¬
rope or, where accepted, have
been fully adopted. Our experi¬
ence in trying to limit the post¬
war boom shows how difficult it
is to pursue such a set of policies
■even in a country as -well en-

VAWVVV.VA w x in.

icauurCcS fh
United States. It is even more dirfieult to move toward these goai*
in Western Europe. Neverthelesendeavors along these lines havebeen made, to a greater or lesser
extent, among most Western Eu
ropean countries, especially in the
field of credit policy. Very often
progress has been significantly
impeded by the practical necessi
ties of political life. Despite politi.
cal obstacles, however, many gov.
ernments appear earnestly willin°
to work toward a sound, sensibl?and realistic economic policy.

Summary and Conclusions
It is evident that the Western

European economy has made real
progress toward industrial re.

covery, sound finances and inter-
national stability. However, much
remains to be done and serious
problems are still ahead. The in-
ternational flow of capital must be
greatly increased if the economic
and political position of the free
world is to be strengthened. The
reduction of trade barriers, the
achievement of a multilateral
trade system, and the restoration
of freely convertible currencies is
still some time away.

Meanwhile, world markets face
the prospect of strong competitive
pressures, especially in the field
of heavy equipment. This heralds
increasing problems for the Amer¬
ican exporter; it also may retard
Europe's progress toward sound

monetary, fiscal and international
trade policies. Unfortunately, the
domestic policies essential to

monetary stability are no easier
to carry out abroad than they are
in the United States; the nations
of the free world have a common

inheritance of budget and fiscal
problems, of expensive social wel¬
fare programs, and of emphasis
upon "full employment" regard¬
less of some of the consequences,

The outlook is further compli¬
cated by the possibility of some
decline in the pace of American
economic activity from current
boom levels and the prospect of a
reduction in United States foreign
aid. This suggests new problems
for the future. Continued military
aid is essential if the rearmament
of the West is to progress. At the
same time/there is fairly wide¬
spread agreement that economic
aid should be terminated in order
to put the Western European
economy on a self-sustaining
basis.

Presumably, the United States
will move in the direction of en¬

couraging private lending and in¬
vesting abroad. Also, some further
efforts may be made to liberalize
our commercial policies. Natural¬
ly, these endeavors involve im¬
portant economic and political
issues; in a country as large as
ours, with its diversified industry
and agriculture, much compromise
will be required. Nevertheless, we
must be guided by the awareness
that our financial and economic

position in the world has changed
profoundly in recent decades and
that we are now a leading creditor
nation. In our

. trade and invest¬
ment policies, we cannot afford W
lag behind; rather, we must fol¬
low policies consistent with our
creditor position. ;

Today, no less than in the pre¬
vious decade, the nations of West¬
ern Europe and of the free world
look to the United States for as¬

sistance, guidance and leadership-
This responsibility we cannot
evade. In spite of all the head¬
aches and the heartaches we have

had, and the many more we are
bound to incur in the years ahead,
there is no alternative for us if
we are sound in our judgment
and firm in our resolution to
strengthen the bastions of the free
world. • •

&
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sharp, or stretched out, or both. However, the Rail Average does quarter 1953 high, both Averages /
This means smaller volume, less give indications of having reached are unlikely to be higher at that <

employment, fewer carloadings, a its recovery peak. It was the more time. On precedent, resumption of
contraction in the demand for aggressive Average in the bull decline should be anticipated after'
steel, and so forth. It also means market, but since July 8, has led the spring rise has run its course.*
close competitive pricing. Freight the decline. * The bear market is likely to run i
rate absorption, alone, is expected In both the second and third until the basic condition it
to cost the steel industry $80 mil- quarters of this year, the range anticipating, namely a lower level,
lion of taxable earnings. Is the of the Averages has been lower of business, has been reached. It

adverse =

depressing:

^Tri'^over^DroDor- ^Ttoited'"tax""'SL,""wm"£ phase of « «reat boom> makinS a this garter, for in the extent of volume of tradingdrieTV^l
advance beyond recovery p op t , 1tax rates y1*! be mistake in waiting until there has its decline, the bear market is still averages less than four milion;.
lions. ' ines 'm Hprlinp at least .been a reasonable mini- young. The lagging performance shares weekly. If the adjustments

Probable Reason for the A . , ' , . , . , mum adjustment to such a great of the Rail Average suggests that to a lower level of business are-'

Market's Decline As previously stated, in the 4.5 and extended boom? it will precede the Industrial made without seriously jeopardiz-
tn mp that the sim y^frs f°llowing World War II, H p WM1 , t n .. „ Average into new low ground, ing dividend distributions, this-It seems ^arkeT's 7h%7the P^sure tor dwellings, How Far Will the Market Decline. Because the major trend is down, will be a."baby" bear market. If.

jplest explanation tor tne^marKei s facilities, vehicles and household I have explained this year's the market is likely to be de- however, as frequently occurs
behavior is tnat;a i^o^year mild- appliances was the greatest, the change in the pattern, character, pressed by adverse news from after a prolonged bull market, one)
lionary boom has come to an <nia FrB index reached a 12-month and major trend of the market, time to time. For the balance of or more new unfavorable factors!
The stock market expe:riencea a average peak of 192 (1948). Since Now I would like to tell you what the year, the Industrial Average are injected into the economy, the1
very great.rise_ between Aprilzy, the end of World War II, about-the previous changes from bull will be vulnerable to both weak- bear market will assume average
1942 and Jan. o oi tnis year, as a 46 million passenger cars and to bear have meant. ness in special groups of stocks, or greater proportions,
result of (1) e ~ trucks have been manufactured, Heretofore, when the market and selling for tax purposes. Summing up my remarks, I be-
^conomy;

w H relatively as many new dwell- has reversed its major direction A June-August type ot recovery lieve that (1) the peak of the bull
'ifllAuth -pak1of the Korean War "Jfr constructed. and household from bull to bear, the bear phase js likely to stem from what prove market, dating from June 13,1943,the outbreak of t e appliances produced. On top of has represented quite a proportion to be the forth quarter lows of has been reached; (2) the majorwth its uigent military pu p. this more than 7-year period of of the preceding bull market the Averages. Because strength is trend of the market is down; and
Just what effect did these very high civilian output, a semi- either (1) in the extent of its re- usual in the early months of the (8) either much lower prices than

changes in the economy have on war economy was imposed, with tracement; and/or (2) in the ex- year, the first quarter 1954 lows of those recorded by the Average;
the stock market? The Dow-Jones the result that the FRB Index tended period of time it covered. one or both Averages may be Sept. 14 will be reached, or manyIndustrial Average advanced from reached 243 m March of this year, In every previous bear market, higher than their fourth quarter months will nass before another •32.92 in 1942 to 293.79 in 1953, or or a point 143% above the 1935-39 either the Industrial or Rail Aver- 1953 i0Ws While the first quarter P f ' DeIore an0Ulejill! ! worthwhile bull market gets1954 high of one of the Averages

may be higher than its fourth derway.
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:216.17%; and the Rail Average average. If the combination of age, or both, has retraced 48% or
from 23.31 to 112.53, or 382.75% the Korean War and defense pro- more of its preceding bull market
in the same period. While the In- gram, and the accumulated de- rise. If this bear market retraces
tdustrial Average rose more from mand for consumers goods, re- no more of the 1949-53 rise than
1932 into 1937, and from 1921 to suited in the FRB Index rising to the minimum bull market re- Continued from page 15
September, 1929; r and the Rail 243 from its 1946-first half 1950 tracement of the past, it will de-
Average rose slightly more in its average of 182, what must we ex- cline to or below 230.34 in the In-
1932-37 rise, in no other 11-year pect now that the accumulated dustrial Average, and/or, to or

period in the history of the Aver- demand for so many things has below 78.21 in the Rail Average. "
^ges has either Average advanced been filled, and the defense pro- in eight of the 14 previous bear
.-as much it it did between 1942 gram is being "stretched out" and markets, one Average has more
:and 1953.

uiw-

Sound Condition of Banks
A Stabilizing Influencerevised downward? How much than retraced all of its preceding

It'seemslo ml wh » course, we all know the country of the dynamic economy tempered,
war could r^le that Index now hnth A iS needs some $200 to $300 billion of in Periods of Prosperity and lib-
I think that with the na«jqin^ of uSii Zjin^ nrmit thS iSo Public works such as schools, eralized in periods of unsettle-jutu lectLficu an annual pean. ui A tninK tnat witn tne passing oi will decline to or below their 1949 uiffuwnvs ment so as to bring the maximum

110 in 1929; and its highest peak time, 243 for the FRB Index will lows of 161.60 and 41.03. In every hH&re lamiliar with the se- comLltion ol s t a b i U ty a^i:at 113 in 1937. Now, consider the be considered the counterpart of previous bear market, the decline auI?c« of evenTs b^ growth to the economy and a vthe 1929 high of the stock market, of each Average has amounted to e™ts hlf had such a fncrlasing standard o7liWng U

Before World War II, the Fed¬
eral Reserve Board Index of In-

•dustrial Production (1935-39
100) reached an annual peak of

^subsequent figures for that Index:

Federal Reserve Board Index of
Industrial Production

in that it represents a high
treme for years to come.

Aver.

for

Period

121

219
182

217

234

ex- at least 16%. If the bear market
of the Industrial Average amounts

_ ... _ .. ..
„ to 16% in this instance, it will de-

Prevaihng Deflationary Forces cnne to 246.78. If the bear market
A number of important changes decline falls within the 20.8% to

have occurred in the past 18 29.4% range of five other sub-
months, and especially during the average bear markets, the Indus-
past six months. The prices of trial Average will decline into the
farm products have experienced area of 232.68 to 207.41. The Rail
major decline, as has the buying Average has already declined
power and willingness of the 19.53%. If it declined 30%, it

The high level of production for farmer to make all but necessi- would reach 78.77. If the decline
the 1942-45 World War II period tous purchases. The farmers are of the Industrial Average falls
is understandable. As we know, well equipped with machinery, within the 31.4% to 49.2% range
a tremendous replacement mar- The prices of raw materials have of six other bear markets, it will
ket existed at the end of the war, cancelled out their approximate decline into the area of 201.54 to
■and accounted for a very high 60% Korean rise. Automobile 149.54. In 1929-32, the bear market
level of peacetime activity to the dealers became so overloaded decline of the Industrial Average
end of June, 1950. Yet, the high- with both new and used cars this amounted to 89.2%.
est annual average of the FRB In- summer that all of the "Independ-

profound bearing on the position the American people.

Range of
Years

Average
1938-41 89 to 162
1942-45_ 199 to 239
1946-first half 1950_____ 170 to 192
-Second half 1950-1952__ 213 to 220
'Year Ended July 31, 1953 *218 to 243

"Monthly.

of the commercial banker and has

gradually put us back in the
banking business again. This
change in the role of the commer¬
cial bank coincided, of course,

"At this point I would feel re¬
miss if I did not call to your at¬
tention the vital significance of
certain events that have taken

place in the last few months,
with the initial change in the which go beyond the mere faci
money markets, which in turn re- that bond prices are up sharply
fleeted such factors as the tre- or the indications that we raa£
mendous demands for capital and be experiencing the high in inr
credit inherent in the postwar terest rates for some little tim«
period, and the initial signs of ahead.

"The events of the last few
months have told us (1) that Fed ¬

eral Reserve policies cannot b*

^ wholly independent of the Trees-
ing assets of commercial banks, ury, which must provide, among
you noticed that cash and govern- other things, for commitments in-
ments and their relationship to herited from the past; and (2),that (

sounder monetary and fiscal pol¬
icies by the national Administra¬
tion.

"If you have studied the earn-

1
•;V.;.i

■vi?

%

ever since. You will also note

that the volume of loans and

mortgages, after being static for
some years, started to increase in
1945 and rose to $50 billion by
the end of 1952, or 180%. Equally
significant, the per cent of loans

ments of the economy are stiR
under controls; that is, we cannot
have a completely free money
market in a semi-managed econ¬

omy.
"I think it is apparent to all of

us that conditions are dramat-

•3

.te h.Tf, 01 thV,?B lnI ST™T that 31 ot the impend- Because the 1949-53 bull market total deposits reached a peak in there cannot be a completely free
Worlrf wIr TT .'.J^ ,Si i g fn s f.0un,d 't* i° CUr" ran 1,272 days, it was of abnormal 1945 an^ have declined steadily money market when other seg-a war II was the 1948 aver- tail output. Judging by the ex- duration. The previous bull mar- i.riii oIca mpnts of thp enonomv are still♦age ot 192. The outbreak of the pansion of automobile credit, John kets of long duration, in theKorean War and the defense pro- Q. Public has his postwar auto- history of the Averages, were

;^raiJ. again necessitated large ex- mobile. The same .general con- followed by bear markets that ranPenditures for new. and expanded dition exists in the home appli- from about 14 months to the best
production facilities^ for military ance field. The railroads are part of two years. The 1937-38
'equipment and munitions.; Civil- largely dieselized, and have large bear market was of shorter dura-

. Production was curtailed, but quantities of other modern equip- tion, but it amounted to 49.1% forot stopped. For nearly- three ment. New purchases can and will the Industrial Average. Based on

©lo e bas been record em- be postponed where there is con- precedent, the bear market should
at high and rising cern over earnings. The defense be expected to extend at least into

thpgeS,r+early everythine *or botb program has been undergoing re- next year, and to materially lower
i e JJmitary and civilian nmrkets vision by the new Administration, levels than those recorded by the
titL v Pr°duCedinrecordquan" The Period of great urgency and Averages thus far. There is ;no countr^ but°I~do"know that to such an organization at Marin
was- ally' the Korean Truce production at any cost, due to the basis by which anyone can say in serve develop, and grow, banks Midland. We are attempting is
•mJ Sifn,ed' and w^tb ^ came the fear of attack, is being replaced advance, when or where it will must 'earn sufficiently to'attract New York State to contribute tu

by a program of research and end. Of this I am certain at this capital in the competition for it, the sound advancement of the
weapons improvement and devel- time: it will pay me to patiently and now-back in the banking whole banking picture in thi*
opment. Washington opinion is to wait for reasonable indications business there are good prospects economy in a way to give increas-
the effect that the defense pro- that the bear market has culmi- and evidence that they deserve to *ng service to our one-half million-

customers, and in a manner to
remains

and mortgages to deposits turned ically different from what l&ej
in the 1944-45 period, and the up- have been in many years and that
trend has been uninterrupted it will tax the ability of bank
since. I don't know how close we management to adjust itself reair
may have come to the loss of pri- istically to this ever-changing
vate banking enterprise in this background. I believe we have

,p , o-—~, miu vviLii it came uie

"nil xl*16 urgent need for an

■sraJai defense build-up,^ardless of cost.
re-

'#nr investors and specula- — ——- *--- . emu eviucmc nidi wicj
must anticipate a declining gram must be based on the prem- nated before inaugurating a gen- and do attract capital.rate of output for Government *se that there will be no major eral buying program, just as I «The significant facaccount. However, the defense war for the foreseeable future, waited more than four years for that largely as a result of greatProgram is being continued and With the great civilian demand reasonable indications that the forces which have been at work,

*snot^ being cut to the bone' (ex- for autos and home appliances bull market had run its course be- the conversion of bank assets
vw for individual items) as it satisfied, a truce in Korea, and a fore starting a general selling from government obligations to
rev" ^ ^945' Instead> it is being considerably modified conception program. business and the partial freedom
<erpi *n -^e bgbf °f a consid- of a military program, it seems Since the Averages recorded for money rates to reflect supply
•vjs; practical program. The re- certain that we must expect pro- their 1953 lows thus far, the mar^ and demand the historic position
*e °n will mean less overall Gov- duction for the civilian economy ket has been in process of a re- of the commercial bank has been
-dl]tm4at exPenditures, and out- to .decline at least to the average covery of secondary proportions re-established.
W h objectives toward 1946-50 level; and the defense to the August-September decline, "To be back in the banking
me +We Were moving. The Truce economy to be considerably less similar to the June-August re- business means many things. ; It
ivent 3 cutback- H a peace treaty than its 1953 level.: covery to the January-June de- means that we again become the
Proh K?tes' further cutbacks are ,-From the abnormally high level cline. Nothing has yet appeared in hub of the economic and financial
the r 0n 'the oth€r hand> if of industrial production that now the plotting of the I n d u s t r i a 1 life and well-being of the coun-
the 1ernment ever comes to prevails, the inevitable adjust- Average to suggest that it has try. It means that we must follow

conclusion that we must pre- ment is almost certain to be either reached the high of this recovery, loan policies that meet the needs

benefit our stockholders."

44VING*
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Look for Lowei Interest Rates!
deprecate the herculean efforts of
the Republicans in stemming the
rising tide of Federal expendi¬
tures. In fact, after rising steadily
since 1948, such expenditures will
for the first time be less than the

year before. But, even more im¬
portantly, for the first time since
1948 new spending authority is
substantially less than anticipated
r
budget expenditures, presaging de¬
clining spending in future years.

Furthermore, so long as the bud¬
get deficit is under $3.8 billion,
it will balance on a "cash basis"
because of Social Security taxes
and the operations of the other
trust funds, and little borrowing
will be necessary. But candor
forces me to say that it is indeed
doubtful that the deficit can be
held to the estimated $3.8 billion,
as tax receipts, despite the sched¬
uled rate reductions, are placed at
$68.3 billion, although only $65.2
billion was collected in fiscal '53.

Borrowing will thus be inevitable
—the only question is how much?

Assumption on Credit Policy
The fourth assumption is that

the current easy money and credit
policy of the Federal Reserve au^

thorities will continue. This as¬

sumption is based on the economic
and fiscal considerations just out¬
lined, plus the political consider¬
ations which are beginning to
press on the Republicans.
Last spring undoubtedly taught

the Administration the wide gap
between monetary theory and
practice in a democracy after 20
years of the inflation needle. Fi¬
nancial orthodoxy is indeed a

thankless task under such circum¬

stances, and particularly so when
a slackening in business activity
appears overdue.
Looking at credit policy from a

political standpoint, it may be
taken for granted that the Reserve
banks will continue to buy gov¬
ernment securities in the open
market to supply reserves to the
banks, and that reserve require¬
ments, which are very high, will
be further reduced as soon as the
downward business trend becomes
more pronounced. Furthermore,
the discount rate will probably be
reduced, as England, France and
Denmark have recently reduced
their rates; also, the increase
last January in our rate was the
only important increase anywhere
in the world in the past year!
Continuation of the easier credit

policy seems inevitable as any
other course would be political
suicide. As the Republicans know
only too well, organized labor is
hostile and farmers are unhappy,
to put it mildly. So it does not
seem reasonable to expect them to
go out of their way to antagonize
voters with a monetary policy
which will automatically be
blamed for any. adverse economic
developments.
The impact of credit policy on

interest rates can hardly be over¬

emphasized. For example, the
tight money and higher rates of
the first six mmonths of this year
were the result of a heavy demand
for funds and a determined effort
by the government to tighten
money through credit restriction
and debt management.
When these restrictive policies

were reversed through abandon¬
ment of the debt-lengthening-get-
the-securities-out-of - the - banks
campaign and the purchase of $1.1
billion of securities in the open
market in June, and the reduction
of $1.1 billion reserve require¬
ments in July, the money market
literally bounced. Interest rates,
particularly short-term rates, de¬
clined and the prices of govern¬
ment bonds started an upward
movement which has continued
for the four intervening months
and promises to continue even

further. It should be noted that
the easy money policy of the

Federal Reserve authorities has,
likewise, been continued. For ex¬

ample, in September, in the words
of the National City Bank in its
October Monthly Letter, "the
authorities continued their pur¬
chases of government securities to
the point of forcing money into a
market already comfortably sup¬

plied . . . excess reserves were

pushed up to a daily average of
$750 million, while average bor¬
rowing from the Federal Reserve
fell below $500 million."

The Outlook for Short-Term
Rates

This easier reserve position and
the Federal Reserve policy of sup¬
plying the reserves needed for
"legitimate" business purposes in¬
dicate a continuance of the ease

in the short-term market. Not

only is the supply side comfort¬
able, the demand side is not up to
expectations. For example, in the
three months ended Sept. 23, busi¬
ness loans at the reporting mem¬
ber banks increased only $238
million, in sharp contrast to the
$820 million increase in the simi¬
lar period of 1952. And, while it
is true that the Mills Plan shift¬

ing the burden of corporation in¬
come tax payments to the first six
months is partly responsible for
this falling off in seasonal in¬
crease, and while it is also true
that the total of business loans is
still very high, the fact Vemains
that normal seasonal expansion
has not materialized and the mar¬

ket has reacted to it.
No longer do you hear talk

about increasing the prime rate!
On the contrary, on Sept. 29 the
offering rate on prime four-six
months commercial paper eased
from 23A to 2%%. In the same

fashion, 91-day Treasury bills fell
fr«m 2% in the first half of Sep¬
tember to 1 % % in the second half,
which is certainly a nose-dive.

However, happiness at this eas¬

ing should not be overdone. Any
further decline can be only mod¬
erate as banking costs are high
and the demand for loans is still
quite substantial. Also, the huge
refundings which the Treasury
must carry out will necessitate
liberal rates on their short-term
offerings. This, of course, will
have an almost controlling effect
on the market.

The Outlook for Long-Term
Rates

Other than higher rates caused
by increasing credit risk, it seems
fairly certain that long-term rates
will continue their recent slow
and moderate decline. It seems
clear that the increase which fol¬
lowed the March, 1951, accord be¬
tween the Federal Reserve au¬

thorities and the Treasury, and
continued until June, was a cycli¬
cal swing and not a change in the
secular trend.

To the June reversal of mone¬

tary and debt management policy
with its powerful effects must now
be added the decline in demand
from the slowing up of business
activity. While lower rates and
monetary ease seem inevitable,
especially in view of the political
"facts of life," it should be noted
the decline will not be too pro¬
nounced. This conclusion is based
on the certainty that the supply
of tax-exempt securities will be
extremely large next year and the
fact that the Treasury is in a posi¬
tion to increase the market supply
of long-term obligations at will
through a resumption of its debt-
lengthening program. Undoubt¬
edly, any unusual strength in the
government bond market, after it
gets closer to par all along the
line, will be quickly recognized in
a refunding operation!
Even though long-term interest

rates will largely depend on the
debt management policy of the
Treasury, the American Bankers

Association speeches of Secretary
Humphrey, and Doctor Burgess,
his deputy, indicate that future
debt-management will be more
cautious—that offerings of medium
and long-term issues will not be
greater than can be absorbed with
ease by the market.

Conclusions

My conclusions are very short.
Probable declining borrowing by
the Federal government and de¬
clining borrowing by both busi¬
ness and individuals because of a

slackening in business activity,

will far more than offset any pos¬
sible increase in borrowing such
as may be expected from states
and local agencies. Continuation
of the recent high rate of saving
and the "easy money" policy of
the Federal Reserve authorities
insure ease on the supply side.
In consequence, short-term rates

will definitely be moderately
lower; and long-term rates will
also be lower, subject, of course,
to the debt management policy of
the Treasury—and all present in¬
dications are that this policy will
be an "easy money" one. 1%

Continued from page 13

Arbitrage in the Bond Market
tion plan usually receives entirely
different securities. It may re¬
ceive a portion of its claim in
bonds, a portion in preferred
stock and a portion in common

stock. When the plan has crystal¬
lized to a point where the invest¬
ment fraternity feels that con¬
summation will take place, "when
issued" trading takes place, and
the market fluctuation in these
new securities is the most im¬

portant factor in the price of the
old bonds.

Arbitraging takes place as natu¬
rally the old bonds sell at a dis¬
count due to the risk inherent in
the plan itself. Investment and

speculative sentiment determines
the prices of the "when issued"
securities and this follows through
to the old bond. There are vari¬
ous legal steps that are time-
consuming in these reorganization
plans, and as progress is made,
additional interest develops in
the new securities. Therefore, the
arbitraging transactions are re¬

flected in the market prices for
the old securities, and conversely
delays adversely affect such mar¬
ket prices.
A historic example of a reor¬

ganization plan that is still pend¬
ing today is the Missouri Pacific.
This railroad has been in bank¬
ruptcy since 1930. A plan of re¬
organization was approved by the
Interstate Commerce Commission
in 1940, the securities proposed
under the plan traded "when is¬
sued" over the counter and arbi¬

traging took place. However, the
plan was remanded by the courts
to the Interstate Commerce Com¬
mission due to changed economic
conditions, and "when issued"
contracts were canceled the arbi¬
trageur had no short position, and

was merely long the old bonds.
Naturally this an had adverse af¬
fect marketwise as a great num¬

ber of these bonds came into the
market for sale when the plan
was canceled.

Again, we have another plan of
reorganization in 1949 and "when
issued" trading started under the
new plan. In 1951 the plan was
once again remanded back to the
ICC due to a change in the bank¬
ruptcy law. While the "when is¬
sued" contracts have not been

canceled to date due to the fact
that no new plan has been ap¬

proved by the courts, undoing of
arbitrage transactions have had
an adverse effect on securities
marketwise.

Another type of new bond is¬
sued in a reorganization plan is
a convertible bond. An example
of this is the New York, New Ha¬
ven reorganization which took
place in 1947, wherein there were

issued, amongst other securities,
an income bond that was traded
around 30% of face value and a

preferred stock which started
trading around $18. Each $100
principal amount of income bond
was convertible into a share of

preferred stock. At the time of is¬

suance, the conversion privilege
had no value at the $30 and $18
prices. However, due to the eco¬
nomic rehabilitation of the road,
these securities today sell at the
same price. The income bonds
which have a semi-investment
value higher than JJhe preferred
stock, nevertheless have not suf¬
ficient quality in view of the 4%%
coupon to justify & premium over

conversion.

The operation here, if bearish,
is to buy the income bonds and
go short the preferred stock at

.i -

Farmers and Politics
• &" • .

"The preliminary discussion I have had today
with the commission [the National Agricultural Ad¬
visory Commission] convinces me that ii will out¬
line, with the help of many other agricultural
groups, developments in the J-
present programs that will help
farmers secure their fair share
of the national income and work
for the good of all.
"I was heartened to find the

view prevailing that market
price adjustments in agricul¬
ture, which have been substan¬
tial over the past two years,
now seem pretty well behind us.
"I sensed, too, a conviction

among the members of the com¬

mission that the outlook for
business activity throughout the £ A J
economy in the year ahead—a factor so essential
to good markets for farm products—is, generally
reassuring."—-President Dwight D. Eisenhower.
We shall, of course, see what we shall see in the

form of a "farm program."
^

Too bad it is that there must be a "farm program"
at all in the sense in which the term is used today.
The farmers would be better off if their welfare

were not so bedeviled by politics.

Pres. Eisenhower

approximately the same price „the market goes up, one need Jto convert his position and brW
even. However, if the mar
goes down, the preferred Ji
could have a severe slump i
the superior investment value !
the bond over the preferM
would come into play and the,?
come bonds would assume a n '
mium marketwise over the n

ferred, and the operation
be reversed; namely, the buvi
in of the preferred and the sal!of .the income bond at a profit
Corporations in the past havebeen able to retire convertible

debt, without paying any corn0
rate funds due to the rise in the
security into which the bonds ar*
convertible.

Norfolk Southern Income bonds
for example, started trading at J
nominally low figure convertible
into stock on the basis of
shares of stock for each $1
bond. Last year the stock s^
for $35 which is equivalent to
$140 for the bonds. The Railroad
called the bonds for redemption
at par, and practically all the
bonds were converted into stock
due to the conversion privilege
being more valuable than the call
price for the bonds. In this way
the corporation was able to retire
debt without using any treasury
funds.

An Example of Arbitrage
My final example of a type ar¬

bitrage which affects corporate
bonds, although indirectly, is the
American & Foreign Power Plan
which was consummated last year,
The company was solvent and had
a 5% bond issue outstanding
which was not directly affected by
the plan. There were first pre
ferreds amongst other issues out¬

standing, which had large divi
dend arrearages, and a new 4.808!
subordinate debenture bond
along with common stock, was
offered to these preferred holders,

Arbitrage took place in the
form of the purchase of the pre¬
ferred and the sale of the new

4.80% bonds and the common

stock. Market pressure on the
4.80's was so great that they were
put down to a level that the 51
holders thought it advantageous
to sell their bonds and buy the
4.80's. This naturally had a mar
ket effect and the 5's went down,
due to arbitrage transactions,
even though the 5's were not di
rectly involved in the plan. I
In conclusion, you can see the

effects of arbitraging on convert¬
ible corporate bonds is only im¬
portant when stock market levels
are at a high price, so that the
arbitrageur or the bondholde;
converts his bonds into stock and
disposes of his market a medium
level for stock market prices,
corporations still sell convertible
bonds but not on as attractive a
basis as during periods of high
prices.

Naturally, when the market is
low, we find no convertible bond
financing at all. Corporations
then must resort to non-convert¬
ible financing.

Lastly, we have reorganization
plans which largely take the old
corporate -bond out of the bond
field and place them in semi-
investment and speculative cate¬
gories.

With Mutual Fund Assoc.
(Special to The Financial Chronicle)

SAN FRANCISCO, Calif.-P<J
C. Ho has been added to the staff
of Mutual Fund Associates, 444
Montgomery Street.

Joins Rex Merrick Staff
(Special to The Financial Chronicle)

SAN MATEO, Calif .—Thomas I
Foley has become affiliated AVitn
Rex Merrick, 22 Second Avenue-
He was. formerly with Benjamj
C. Chapman and prior thereto
with Hooker & Fay and Waldroi
& Co.

i
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Indications of Current
Business Activity

(1655) 39

The following statistical tabulations cover production and other figures for the
latest week or month available. Dates shown in first column are either for the

week or month ended on that date, or, in cases of quotations, are as of that date:

17

.MFRICAN IRON AND STEEL INSTITUTE:
Indicated steel operations percent of capacity) Nov.
StfeMngotfand castings (net tons) Nov.

.MPRICAN PETROLEUM INSTITUTE:
Crude oil and condensate output—daily average (bbls. of
42 gallons each) 7rr:—^—rr ~~—ir.

Crude runs to stills—daily average (bbls.) Oc . 17
'

Gasoline output (bb s.) - Oct. 17
Kerosene output (bbls.)——, —— — _ ,' ._
Distillate fuel oil output(bbls) Oct. 17
Residual fuel oil output (bbls.) Oct. 17

'

stocks at refineries, bulk terminals, in transit, in pipe lines—
* Finished and unfinished gasoline (bbls.) at Oct. 17

Kerosene (bbls.) at — >ct. 17
Distillate fuel oil (bbls.) at Jet. 17
Residual fuel oil (bbls.) at ——— Jet. 17

ASSOCIATION of american railroads:
Revenue ireignt loaaed (number ox cars,_ _ ____---Oct 17
Revenue freight received from connections (no. of cars)__Oct. 17

CIVIL ENGINEERING CONSTRUCTION — ENGINEERING
NEWS-RECORD:

Total U. S. construction Ocj. 22
private construction .■ ^
Public construction ; ti
State and municipal — Oct. 22
Federal -Oct. 22

COAL OUTPUT (U. S. BUREAU OF MINES):
; Bituminous coal and lignite (tons)—.— —-—Oct. 17

Pennsylvania anthracite (tons) Oct. 17
Beehive coke (tons) Oct. 17

DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE
SYSTEM—194 7-41) average = 100 Oct. 17

EDISON ELECTRIC INSTITUTE:
„ Electric output (in 000 kwh.) Oct. ^4
FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN &

BRADSTREET, inc Oct. 22
IRON AGE COMPOSITE PRICES:
Finished steel (per lb.) Oct. 20
'Pig iron (per gross ton) —Oct. 20
Scrap steel (per gross ton) Oct. 20

METAL PRICES <E. & M. J. QUOTATIONS):
Electrolytic copper—
Domestic refinery at Oct. 21
Export refinery at—. Oct. 21

Straits tin (New York) at-——.—.——.— —.——.—Oct. 21
Lead (New York) at—— — ——„— — Oct. 21
Lead (St. Louis) at— — ————Oct. 21
Zinc (East St. Louis) at .—Oct. 21

MOODY'S BOND PRICES DAILY AVERAGES:
U. S. Government Bonds Oct. 27
Average corporate— : —— —Oct. 27
Aaa - . Oct. 27
Aa — —Oct. 27
A Oct. 27
Baa—. Oct. 27
Railroad Group— ,—.— — ——————Oct. 27
Public Utilities Group — —Oct. 27
Industrials Group , Oct. 27

MOODY'S BOND YIELD DAILY AVERAGES:
U. S. Government Bonds Oct. 27
Average corporate — Oct. 27
Aaa —Oct. 27
Aa — — 2 Oct. 27
A Oct. 27
Baa Oct. 27
Railroad Group , Oct. 27
Public Utilities Group ; : - Oct. 27
Industrials Group ——; -Oct, 27

MOODY'S COMMODITY INDEX —Oct. 27

national paperboard association:
Orders received (tons) - ——Oct. 17
Production (tons) Oct. 17
Percentage of activity — Oct. 17
Unfilled orders (tons) at end of period -Oct. 17

oil, paint and drug reporter price index—
194«) average= 100 : Oct.23

8tock transactions for odd-lot account of odd-
lot dealers and specialists on n. y. stock
exchange — securities exchange commission:

Odd-lot sales by dealers (customers' purchases)—
Number of orders- - . . - - Oct. 10
Number of shares Oct. 10
Dollar value : Oct. 10

Odd-lot purchases by dealers (customers' sales)—
Number of orders—Customers' total sales- Oct. 10
Customers' short sales Oct. 10
Customers' other sales - Oct. 10

Number of shares—Total sales Oct. 10
Customers' short sales — Oct. 10
Customers' other sales -Oct. 10

Dollar value Oct. 10
Round-lot sales by dealers—
Number of shares—Total sales . ._ — Oct. 10
Short sales Oct. 10
Other sales Oct. 10

Round-lot purchases by dealers—
Number of shares ,, Oct. 10

total round-lot stock sales on the new york
exchange and round-lot stock transactions

_ for account of members (shares):
Total Round-lot sales—

Short sales __ . Oct. 3
Other sales ___ , Oct. 3

Total sales Oct. 3

round-lot transactions for account of mem¬
bers, except odd-lot dealers and specialists:

Transactions of specialists in stocks in which registered
Total purchases Oct.
Short sales
Other sales Oct

Total sales ___, Oct
Other transactions initiated on the floor—

1 t, • Total purchases Oct
Short sales
Other sales Oct.

Total sales Oct.
, 0ther transactions initiated off the floor—

Total purchases _ _ Oct.
Short sales II———I__~Oct
Other sales ' -Oct.

Total sales Oct.
Total round-lot transactions for account of members-
Total purchases
Short sales .Oct
Other sales — __ Oct.

Total sales j. Oct.

wholesale prices, new series — u. s. dept. of
labor — < 1047-4d = 100):

Commodity Group-
All commodities _

Farm products I ~ II
Processed foods—

Latest

We*>k

§53.7

Previous

Week

"95.0

§2,112,000 *2,142,000

6,310,950
116,866,000
24,263,000
2,678,000
10,393,000
8,263,000

142,796,000
37,653,000
130,902,000
53,103,000

822,539
664,545

$289,333,000
149,576,000
139,757,000
115,805,000
23,952,000

9,515,000
676,000

80,400

118

8,306,426

185

4.634c

$56.59

$32.83

29.625c

28.600c

80.000c

13.500c

13.300c

10.000c

95.80

105.69

110.88

107.80

105.17

99.36

103.47

105.69

107.80

2.79

3.41

3.12

3.29

3.44

3.79

3.54

3.41

3.29

393.7

220,232
216,213

97

516,972

105.91

20,145
579,679

$24,339,678

17,731
228

17,503
497,206
10,185

487,021
$19,087,496

148,970

148,970

229,530

6,313,450
6,941.000

24,030,000
2,582,000
10,142,000
8,460,000

Month

Ago
95.3

2,149,000

6,494,900
6,992.000

24,687,000
2,145,000
9,804,000
8,529,000

142,517,000 143,740,000
37,756,000 37,358,000
129,226,000 126,189,000
53,341,000 52,164,000

804,070 823,884

662,801 654,861

(268,942,000 $341,242,000
101,896,000 159,550,000
167,046,000 181,692,000
127,670,000 165,701,000

39,376,000 15,991,000

9,275,000 9,665,000
699,000 609,000

*84,700 88,700

120 120

8,264,800 8,353,541

169 152

4.634c 4.364c

$56.59 $56.59

$32.33

'

$35.33

29.625c 29.575c

28.525c 28.750c

80.000c 81.500c

13.500c 13.500c

13.300c 13.300c

10.000c 10.000c

95.11 94.00

105.17 103.64

110.52 107.98

107.27 105.52

104.83 103.30

98.88 97.94

103.30 101.47

105.17 103.30

107.27 106.04

2.84 2.92

3.44 3.53

3.14 3.28

3.32 3.42

3.46 3.55

3.82 3.88

3.55 3.66

3.44 3.55

3.32 3.39

392.9 414.3

231,884 236,069

259,457 264,379
97 100

560,609 523,839

105.99 105.56

20,711 19,608

594,442 534,943

$25,018,112 $23,598,189

17,730 15,954
216 219

17,514 15,735

503,649 458,745

8,575 8,044

495,074 450,701

$19,096,128 $17,288,749

140,320 139,630

140820 139,630

236,430 209,030

318,720
4,991,020
5,309,740

352,450
5,550,840
5,903,290

349,460
6,481,710
6,831,170

Year

Aeo

107.3

2,229,000

6,527,500
6,898,000
23,152,000
2,597,000
10,183,000
8,417,000

122,002,000
34,568,000
120,937,000
54,450,006

838,408

702,916

$260,335,000
104,187,000
156,148,000
123,313,000
32,835,000

8,382.00')
975,000
94,300

124

7,696,243

154

4.376c

$55.26

$42.00

24.200c

34.925c

121.500c

14.000c

13.800c

13.500c

96.94

108.88
112.93

111.44

108.34

103.30

106.04

109.06
111.81

2.72

3.23
3.01

3.09
3.26

3.55

3.39

3.22

3.07

409.7

226,513
248,541

97

519,768

109.47

24,144
674,366

$30,517,997

21,027
117

20,910
592,967

4,457
588,510

$23,768,696

170,510

170l510

270,980

169,660'
5,964,260
6,133,920

BUILDING CONSTRUCTION—U. S. DEPT. OF
LABOR—Month of September (in millions):

Total new construction —

Private construction —

Residential building (nonfarm)—
New dwelling units _

Additions and alterations ——_

Nonhousekeeping ____:

Nonresidential building (nonfarm)
Industrial _

Commercial :

Warehouses, office and loft buildings
Stores, restaurants, and garages

Other nonresidential building ,

Religious '
Educational
Social and recreational

1 ■ Hospital and institutional-—
Miscellaneous

Farm construction —

Public utilities
Railroad

Telephone and telegraph
Other public utilities .

All other private
Public construction

Residential building
Nonresidential building
Industrial

Educational

Hospital and institutional
Other nonresidential building

Military and naval facilities-
Highways
Sewer and water __^

Miscellaneous public service enterprises
Conservation and development——
AH other public

BUSINESS FAILURES—DUN & BRADSTREET,
INC.—Month of September:

Manufacturing number
Wholesale number
Retail number

Construction number •

Commercial service number

Total number

Wholesale liabilities ___

Retail liabilities —

Construction liabilities
Commercial service liabilities-

Total liabilities $33,817,000

COTTON SEED AND COTTON SEED PROD¬

UCTS—DEPT. OF COMMERCE—Month of

August:
Cotton Seed—

Received at mills (tons)__
Crushed (tons)
Stocks (tons) August 31 — —

Crude Oil-
Stocks (pounds) August 31
Produced (pounds)
Shipped (pounds)

Refined Oil—

Produced (pounds) __

Consumption (pounds) ;

Cake and Meal—

Stocks (tons) August 31
Produced (tons) _

Shipped (tons) —. —

Hulls-

Stocks (tons) August 31— .-.

Produced (tons) —

Shipped (tons)
Linters (running bales)—
Stocks August 31
Produced

Shipped —

Hull Fiber (1,000-lb. bales)—
Stocks August 31 —

Produced

Shipped —

Motes, Grabbots, etc. (1,000 pounds)—
.Stocks August 31 -—

Latest Previous Year

Month Month Ago

$3,310 $3,323 $3,160

2,185 2,205 2,029

1,087 1,107 1,045
950 970 930

111 112 97

26 v25 18
'

516 502 434

180 179 190

183 172 101

69 64 44

114 108 57

153 151 143
45 43 38

39 38 32

15 15 12

26 27 34

28 28 27

144 158 162

428 427 381
44 44 39

54 54 51

330 329 291

10 11 7

1,125 1,118 1,131
47 43 54

375 373 393

150 154 177

152 150 139

25 26 41

48 43 36

120 121 134

400 405 380

71 69 62

23 19 21

77 77 81

12 11 6

145 148 107

85 71 58

336 340 288
89 92 50

31 49 36

686 700 539

$13,676,000 $10,267,000 $6,780,000
4,614,000 3,042,000 4,365,000
9,790,000 10,275,000 5,317,000
4,451,000 3,868,000 2,729,000
1,286,000 1,077,000 947,000

$33,817,000 $28,529,000 $20,138,000

276,415 113,485 397,546
181,688 155,321 148,184
250,099 .. 155,372 386,260

37,830,000 42,451,000 38,375,000
57,397,000 55,418,000 44,768,000
64,594,000 72,884,000 46,335,000

918,585,000 928,561,000 318,006,000
59,998,000 67,740,000 42,285,000
83,622,000 68,663,000 92,727,000

69,948 91,549 47,876
86,379 75,673 70,059
107,980 106,743 67,267

42,162 48,318 25,775
38,534 32,526 31,862

44,690 52,200 30,702

58,966 63,101 112,507
60,177 48,657 46,230
64,312 73,625 40,949

263 165 777

564 43 486

466 184 a

4,222 6,068 3,269
835 715 905

2,681 2,653 1,989

Oct.

Oct.

3

3

3

3

575,640
119,040
458,290
577,330

632,950
125,260
505,930
631,190

687,430
102,110
606,360
708,470

496,770
94,130
433,220
527,350

Oct.

Oct.

Oct.

3
3

3

3

155,450
23,200
157,700
180,900

210,340
21,700
173,200
184,900

139,100
21,200
114,960
136,160

91,000

4,800
110,490
115,290

Oct.

Oct.

Oct.

Oct.

3"

3

3

3

174.005

•38,990
199,302
238,292

218,630
44,150

180,855
225,005

214,895
39,850

204,970
244,820

172,590
19,780

251,825

271,605

_Oct. 3

3

3

3

905,095
181,230
815,292

996,522

1,061,920
191,110
859,985

1,051,095

1,041,425
163,160
926,290

1,089,450

760,360
118,710
795,535

914,245

Produced

Shipped

a Not shown to avoid disclosure of Individual companies.

EDISON ELECTRIC INSTITUTE:
Kilowatt-hour sales to ultimate consumers—
Month of July (000's omitted)— 31,951,012 31,358,370

Revenue from ultimate customers—month of
July $566,985,200 $555,797,900

Number of ultimate customers at July 49,210,737 49,024,806

HOUSEHOLD VACUUM CLEANERS — STAND¬
ARD SIZE (VACUUM CLEANER MANU¬
FACTURERS' ASSN.)—Month of August:

Factory sales (number of units) 185,029 159,446

LIFE INSURANCE — BENEFIT PAYMENTS TO
POLICYHOLDERS — INSTITUTE OF LIFE
INSURANCE—Month of August:

Death benefits
Matured endowments —

Disability payments
Annuity payments -— —

Surrender values
Policy dividends —

$157,326,000
35,611,000
7,982,000
33,904,000
55,733,000
54,829,000

$162,438,000
36,873,000
9,265,000
33,908,000
57,780,000
61,713,000

26,987,637

$493,511,800
47,750,528

222,413

$145,944,000
31,584,000
8,229,000
29,886,000
47,978,000
54,840,000

Total $345,385,000 $361,977,000 $318,461,000

Oct. 20 110.0 110.1 110.7 110.6

Oct. 20 94.6 *95.1 98.1 105.1

104.1 *104.2 104.7 107.4

Oct. 20 87.4 *87.2 92.4 105.2

_ Oct. 20 114.6 114.6 114.6 112.5

as !ReTvised ^8ure- Ulncludes 669,000 barrels of foreign crude runs. §Based on new annual capacity of 117,547,470 tons01 Jan. 1, 1953 as against the Jan. 1, 1952 basis of 108,587,670 tons.

TREASURY MARKET TRANSACTIONS IN DI¬
RECT AND GUARANTEED SECURITIES
OF U. S. A—Month of September:

Net sales ------

Net purchases — $38,406,800

U. S. GOVT. STATUTORY DEBT LIMITATION
—As of Sept. 30 (000's omitted):

Total face amount that may be outstanding
at any time $275,000,000

Outstanding—
Total gross public debt- 7 272,936,996
Guaranteed obligations not, owned by the
Treasury —- 63,651

$377,400 $3,545,450

$275,000,000

273,205,827

63,269

Total gross public debt and guaranteed
obligations $273,000,647 $273,269,096

Deduct—other outstanding public debt obli-
gations not subject to debt limitation 578,974 580>797
Grand total outstanding- $272,421,672 $272,688,299

Balance face amount of obligations, issuable
under above authority 2,578,327 2,jii,wu

$275,000,000

262,681,570

40,061

$262,721,632

630,223

$262,091,408

12,908,591
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Oar Foreign Policy War Provoking

will fight only if it has to. But leaders. This proves, I believe, ment. You probably read \hthey fear that somehow, some- both that the Kremlin is deeply article of Adlai Stevenson iwhere along the line, something concerned about public opinion "Look" magazine in which hiwill happen to start the war no and that the sentiment for peace gave his conclusions on his re™!!one wants *s deep and widesoread in Russia spvpn-mnnth tm.r +1 . _CI,t
. , I was in Europe last May when —as elsewhere.There is no Question m my mind pj.jme Minister Churchill first

Negotiation—Only Device for

to 106% in 1951 and to 112% in
4950. In fact in the past 12 years, that people the world-over want

proposecj negotiations by thethe period of greatest steel pro- peace. I have made five rather United states, England, FranceAuction in history, steel operations extensive trips to Europe since the
and Russia The spontaneous re-were

-only six years.

is deep and widespread in Russia seven-month tour of the worldheard the speech several w«!!
ago in which he covered the sam,ground e

Moving Toward Peace
, . Among other things, he anThere is only one device, one vocated that the United States, "Dohanicm thrnncfh wnirn we ran +~ + a- I aiC!l <u*

above 95% of capacity in end of World War II. I say with-
sponse to that proposal showed mechanism, through which we can tempt to find peace thrm.iout hesitation that the No. 1 as-
that Churchill was not speaking move toward peace. !t /s the con- negotiation. The day after %America Not Overbuilt

make up the deficiency between ment for peace in^ the^United portunity—and the only real op- sia but that we should not. Their contribution to American thinkin
•current levels and some arbitrary States and throughout the Amer- portunity — to start a^ movement reason is that Russia is not a on international affairs I could I
level of prosperity. I certainly icas- There 13 toward peace' You.wlU remember normal nation capable of normal find no "appeasement" in it ft

piration of Europe is peace. Sev- for Engiand aione but was voicing ference table—negotiation. I know speech Senator Ferguson .

eral months ago some friends of the sentiment of an overwhelming that the idea of negotiation with Michigan strongly criticized lvfIf we have an easing off in busi- niine made a long business trip to majority of people throughout Russia is extremely repugnant to Stevenson and branded his sun'ess volumewe w?ll probably Asia. Everywhere they went they Europe: Europe expects no mira- many people for many reasons. gestion as "appeasement." Now§Iear again the cry that America found world peace the mam sub- cie to come out of negotiation but Let s consider some of the reasons.
read the Stevens0n artide I; over-built. Some people will l?ct °* mterest- ^e know that deeply and sincerely, There are persons who do not funy. it impressed me as

« ^ i. —a there is an overwhelming senti- ^at negotiation affords the op- say that we cannot deal withJRus- cere effort to —1—

l»S»Rrsrsrrtt'#•> '«•»-«»saassrsax.~m sz.izrss'ssjeood thing for the country. Gov- among the peoples behind the Iron international conference in his citadel of communism which Rus- made in good faith shnnid ?crnment is a powerful factor and and Bamboo curtains. .^They, too, reCent Margate speech Churchill sia intends to spread throughout welcomed and considered nn

lias its proper place in the econ- are painfully familiar with the said that tajks between leaders the world. To those people we merits Emotional attark* 1 f«my. It can do much to develop terror, suffering and destruction «might do good and could not should be engaged in a holy cru- hl they ca j f
sympathetic understanding of eco- °* war and have hvfd V1 a stat® of easily do much harm and that one sade which can end only with the Americanpeopleas J ™ c
»omk problems and do much to continuous tension far longer than g00d thing might lead to another." end| of communism. In other ouTway through thTmns,™cooperate in their solution. But People in the free world. He went on to say: "Let us try to w01!ds, they would have us fight a phcared^nd potentially dangerot
•the effects of any economic down- As a matter of common sense see whether there is not some- war to eradicate an idea. These

sjtuation in worlH hictnrv
trend will be best met if taken we know that the real interest of thing better for us all than tearing people overlook the experience of siory.care of by the people themselves, the peoples of the world is not in and blasting each other to plieces, an history. Never has an idea been Negotiation—Not Appeasement
And when government is given ideologies nor in power politics, which we certainly can do." beaten out of the human mind by

Negotiation does not mPan

ttie responsibility, t h e people There is a revolution in the world in brief, the European position force; it has only been implanted
peasement Th '' nJ

themselves do not respond. We but it is a revolution against low may be stated this way: They con- more deeply. Ideas are discarded
ters which'the WpctpmwIl Sbusinessmen have a responsibil- conditions of life, against hunger, sid&r the Western World a part- or changed only as they are found .

comDromisp ,,ndpr anlity, one that used to be consid- and in some cases against actual nership and regard their countries to be wrong—which may take a pumstaniL Tt tn hp Jcred a normal, expected part of starvation. These are the things as important partners. Up to now very long time. We disagree with . , ; 11 ™ 10 e,,eoxp£cteai•our jobs. I mean—get out and that people are really against, the policy of the Western World communism. There are many peo-
rnl]ni_t J,/wilI " ; n Lom~*ell. They want improvement in their has been set by the United States pie in the world who do not. The world wilI not compromise.America is not over-built. No living conditions and they know which they recognize as the lead- military defeat of Russia would "a , *lxea P°sltlonssubstantial amount of our great that improvement can come only ing partner. Europeans believe not mean the eradication of com- S Vm o ° P°S*

new industrial capacity will lie through peace—and never through that this policy is no longer in munism. We are going to have S1D ?
, ef™eir* JN^g0tlatl0n caa

*dle for long. Four tremendous war. Here we have a strange aCcord with the reality of the both Russia and communism in establish the boundaries of thisfactors will be working to keep paradox. On the one hand the present world situation. They the world as far into the future area and can, locate the particularit busy. The first is obvious; the rank and file peoples of the world think that if it is continued the as any man can see. The practical items on which agreement can be•constant growth in American pop- want peace. On the other hand best that can be hoped for is con- thing is to recognize this as a fact reached most readily — probablytinuance of the present stalemate and conduct ourselves accord- matters of lesser importancebetween East and West—with its ingly. rather than the great critical is-ruinous cost in both material and There are others who see no ?".<;?• The m,ost Important thinehuman terms and with its ever- use in negotiation herause thev initially would be to establish anpresent danger of war. They be- think Russia is bent on war and atmosphere of agreement - a"
Ihat creates the ever-expanding, The question brings us face to lieve that policy should be modi- cannot be diverted Or that Russia mternational attitude different 1eagerly-receptive, uniquely Amer- face with a painful fact. Through- fied now to permit a positive ap- win make peace only on the basis the same way that a man who jtcan market for more things, bet- out the world a large part of the proach to peace. Specifically, they that she gains everything and willing to sit down and talk thingsler things, new things. The third responsibility for this situation is want the Western World to take gives nothing Or that Russia will over *s different from a man with■factor is the vigor, alertness, in- placed on the United States. It is the initiative in seeking negotia- be insincere and use negotiations a chiP on his shoulder,tenuity and inventiveness applied commonly accepted that no peace tions for peaceful settlement of only to create propaganda situa- On my return from Europe
by Americans to taking advantage can be achieved^without agree- differences between East and tions. Yet these are all prejudg- early last summer I prepared awest.

ments. Negotiations are the only statement describing the European*To the United States, the Euro- means by which we can determine position and advancing the ideapean attitude presents a direct their actual truth or falsity. of United States participation ire
—__

—

World War III it and,rPost serious question and it still others object that our ne- negotiations for peace. It has been^"servces and al^createf^he is the United States a^d Russia "/'respond'Tn^ my B°Ua^S Prob?bl? «OUld be aS ? Pam,)hlet t
1 services ana aiso creates me

WO!i1h hp thp onnosinf* pph- • • btates respona. in my smarted. Or that Russia would through requests, ranging up to
ability to buy them. These four ^nai wouia De me opposing cen opinl0n, our country has no al- ma\r9 a nparp hut nnlv tn inHnpp several thousands of ponies the
factors dIus eifts of nature nlus ters of power. And, in world opin- ternative but to accede tn this f t,? Peace but only to induce several tnousanas 01 copies, ut
*aciors, pius guts 01 nature, pius

Tjinted States has heen Jr e V j •
, the Western World to drop its total distribution is now close to*

political and economic freedom, ion the Uinted btates to; been European demand. We simply guard and be softened up for the 300,000. The statement also has
an my opinion, have been the true a£tl"g more hke a country cannot "go it alone." To say that time Russia chose to attack Or been renrinted in a eood many

•basis of American Dronress There that considers war inevitable than
we can is ridiculous as is obvious u f nusfia cnose 10 a«acK. u 1 oeen reprintea in a gooa many

ox /vmeiicdii piogiess. inea
pft1intrv thaf hones for neape T naicuious as is oovious that Russia would use peace as a American newspapers and maga-

*s no reason why they should not a country that hopes for peace, to anyone who wlU look at a ^ behind which shePCQuld un_ zineg> and wag reprinted with:

ulation. The second factor is the governments of the world have
American trait, inspired by educa- done little or nothing concrete to
lion and justified by experience, establish peace. Why?
4never to be satisfied with a sta-

fll, .
tionary scale of living. It is this Fac,ng a Pam,ul Fact

•of the opportunities provided by fnent between Russia and the
this market. And the fourth is the United States for the simple rea-
-constant increase in productvity 'son that in the event of war-by
which makes it possible to whlch 1 mean no.isolated action

<»ntinue to be. Russia has been waging a "peace world map and note the places on dermine the Western World onlv ' three minor deletions by
I have always been an optimist offensive." It has been doing its it where the United States now

through Communist activity in "Pravda " So far more than 3 00®
about America. There has never utmost to convince the Russian has military bases. Europe is as various countries Rut all nf thnsn fn mn about
*een a time when my company people and the outside world that essential to us as we are to Eu- Sunder our'mvntntrol ^TsTakm^'Mre^^^tafS-

came from Americans who
neg- have traveled in Europe recently

lias not been building. In National Russia wants peace and that it is rope—in war or in peace. If we and if anv nf th^m hunnon if „riii f~

-Steel we are building today. We the Western World and more par- really want Western unity then I he oniv because nf nur nwn ne* v,trSliave definite plans for the future ticularly the United States that say we must work with Europe bgence Rv her action in Rritlfh ^ n k + f -+Kof T nn.

-expansion of our company. We wants war. You hear little war because Europeans are deeply Guiana for instance FmxliuSrl 3 • fu ^f0 S+3y oetiv

■are doing this because we believe talk or even defense talk from convinced that peace is possible, certainlv demonstrated her He Sff f 1 , fltuatlon coirecL
"Ihat America is still growing and Russia. This may be only psy- Until that possibility is explored termination to deal firmlv with f?°?J ! lers ca,rIie f°c nf it
will continue to grow. We pro- chology, but if so, it is smarter sufficiently to prove them right communism as an internal nmh j ? 3 f,' •T ? Pa 1 nit
*>ose to grow with it. If we com- psychology than ours from the or wrong, Europe will not support iem p and from a11 klnds of people. Onlyi»are today's standard of living standpoint of its effect on world any other line of policy or action. ' ■

... 35 of these letter writers—out orwith the standard of say 50 years opinion. To a greater extent than There is another reason why the 8 I? b.e. noted than 3,000—took exceptionago, the advance that has taken an American likes to admit, the United States should declare a 1 u +obJectlons ls to the statement in general ana*place is simply amazing. Starting Russian position is accepted in definite peace policy. As I said 5 * -ve+us, one alterna- the idea of negotiation in par-
€rom the much broader base of Europe. Not so much because of earlier, there is a universal senti- "If, 1S' to keep gaing the Ocular. This may not be conclu-4953, I believe firmly that the fu- Russian propaganda but for the ment for peace among rank and ^ a!"e no.^; aild Alf we do Slve Proof but certainly it is a*
ture holds in store an even more practical reason that Russia's own file people throughout the world. I"; ' \ J \Ve that are strong indication that Americansastonishing advance and in a much interest, in European opinion, de- If the United States takes the ini- S?J® ™ • +lnto,war- Surely, generally do not subscribe to the2£ter time* mands that Russia keep out of tiative for peace it will in that fL™ ™ ,"lls^er C1?"FchlL1 faya; "tough" attitude so frequently ad-
This optimism about America's war. For that same reason, Eu- respect become the spokesman for lu ™ %}• something better vocated by correspondents, colum-

iuture is subject to only one con- ropeans are deeply convinced that all these people. And with the ™a* lsu y.' as be alsa nists» commentators and persons^
edition. The condition is that we the time is ripe for a definite ap- powerful voice of the United Qavf' neS°tlatlons might do good prominent in public life.
*nust find a basis for world peace. proach to peace. States speaking for peace it would \ ^ot easily do, much
1 use the word "we" deliberately. j th EuroDean view the no, become increasingly difficult for °xurselves'Too many persons regard peace as

a war-minded leadership of any i^nd'have' alwayl "been"stlimhlinv hlnrk tn npnnn Thic nation to Sell its people the idea cl,n.,la i„.

I
V.jj

'•••nf*

'01

,!

in

we

we

prominent in public

Little to Lose—Much to Gain
in Negotiation•the exclusive business of govern- gtimbline 'block "to" neace'" This nation to sell its people"'the" idea au„11?i1<1n ba!e, In negotiations we have so littlement, of diplomats. So long as too f g b °ck t0 Peace- Thla Qf war. I believe this result would ne.veT le'T I.t. be sald that to lose and so much to gain. Sup-

vmiddShat'inbte ^n'ted States the pose Russia refused to negotiate
peace 3,1 °PPOrturuty for or sought to block negotiation by

continually finding objections toTf mo x , Luiuiuuauy iiiiuing
and countries any more—by which I th ® ?.ward pea<?e> our proposals. In this event, Rus-mean autocratic in the sense of Pnt?r ? ona Policy must be sia>s positi0n would become in-

many people feel that way, steps has aroused fear and resentment be achieved in Communist coun-loward peace are likely to be which have lowered the prestige tries as well as in others because,tialting and unsure—as they have 0f the United States, reduced con- actually, there are no autocratic*>een. Peace is your business and
,

u. " ' * ... -mine. It is everybody's business fldence 111 lts leadership
^ ^ ^ ^ ^

aJiaa 4JUSAUU11 WUU1U UCWVmv -

•4>ecause it is fundamental in the weakened the unity of the West- countries with rulers able to act entlrely different than the one
defensible and our position great-

whole business of life. And there ern World. The fear is that con- without regard to the sentiment of urged day "J day by mpst of those iy strengthened in the eyes of«nove''tawar(f peace6untU fhere'is of the United States pol- their peoples. A case in point is wriUn^on0thfs'ques^tam We"mt" most of the world. Suppose Russiaa strong demand from the people lcy may lead 1° war. Europeans .the elaborate care used to con- dispense with the idea that the did enter negotiations but that theour own and other countries know the United States does no' vince the Russian people of the slightest suggestion of anything worst fears were confirmed —
lhat governments make that move, want war . . . that our country peaceful intentions of Russia's but a "tougb" attitude is appease- that Russia proved- arrogant,
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Wile and unreasonable, de-
landed everything, offered
''thing, showed that she had no
Sine interest in peace. If that
Lnnened the situation at least
would be finally clarified. We
would know where we stood. We
would know where Russia stood.
Europe would know that its hopes
were unfounded. Russia would be
branded before the entire world
as the true threat to its peace. The
Western nations would be welded
into a true unity. Grim as the
prospect might be; high as the
cost might be, we could then
move decisively to protect the
security of the free world against
any eventuality.
But suppose Europe is right in

her conviction that Russia—be¬
cause she is over-expanded, be¬
cause of her internal situation and
for other reasons—is now gen¬
uinely ready to make peace. In
that event, I believe the world at
last will be justified in looking
forward to a better day. And I
believe this even if Russia ac¬

tually seeks nothing more than a
breathing spell. Because, if the
tide once sets in toward peace I
am convinced that this generation,
at least, will not see that tide
reversed—regardless of the am¬

bitions of leaders in any coun¬

try. The kind of peace I look for
is nothing sudden and dramatic.
Rather, I expect it to be a move¬

ment toward peace, achieved little
by little and carefully tested at
each step but with a gradually re¬

laxing tension and slow replace¬
ment of international fear and

distrust with confidence.

On Threshold of Greatest

Movement in History
For 40 years — probably the

most dismal time in human his¬

tory—destruction, death, suffer¬
ing, insecurity, fear, waste of the
accumulated wealth of centuries,
have been the theme of life. Men

everywhere have been under
pressure to concentrate on the
work of destruction. If this pres¬
sure can be released, the creative
energies of mankind will burst
forth in a torrent. Human activity
will be devoted once again to the
work of construction. I am con¬

vinced that we will stand on the
threshold of one of the greatest,
most dynamic, forward move¬
ments in history.
And I believe this movement is

overdue. There are no remote
countries any more. New means
of travel, transportation and com¬

munication carry modern knowl¬
edge everywhere. A few weeks
ago in Pittsburgh, a prominent
scientist just returned from a long
stay in Africa, said this: "Africa
is no longer ignorant of us. Deci¬
sions reached yesterday on Capi¬
tol Hill in Washington are today
being discussed in the Katanga
of Africa." He also said: "Africa
cannot be ignored because what is
happening there today will affect
America, as well as Europe, to¬
morrow." What is true of Africa
ls *rue around the world.

People in places farthest re-
oved from the centers of civil-

J1 now know that life can

mi something better than their
l0t' They want that

Sfihlng better; they want to
<?nm ♦!?. catcb up- And this is not

ething to be feared; it is to

thicTek:omed- Rightly appraised,
mpn+ sal desire for improve-
"lcan be a stimulus to world

vnnriGSS Prosperity far be-
forp TaaytbinS over known be-
fear' nk ve heard people express

suri<w°Ui competition from a re-

thev ci Europe. In my opinion,
raisp th*y lack Pagination. To
standard T°rld averaSe of living
reauifl y a sin£le notch will
tion from61? pound of produc-
Statpc i "! Europe, the United
area fn every other industrial
great / years to come. In this
will hiorward movement there
c°untrv t opp°rtunity for everyy to participate and to ben¬

efit—if only the world can find
the way to peace.
I will not dwell on what will

happen if the world drifts into
war. I am told that one hydrogen
bomb can demolish the great City
of New York and its entire sur¬

rounding area. There is no way
that we can prevent some planes
getting through; some bombs find¬
ing their targets. There is no way
that Russia can prevent some

planes getting through; some
bombs finding theiif targets. If we
have World War III, no one can

possibly win. But the civilization,
built through the labor of cen¬

turies, will certainly be lost . . .

and with it, aljl hope for the
future.

Peace—A Matter Not for
Government Alone

If I were to ask each one of you,
"Which do you want— war or

peace?," I know that the answer
— without exception— would be
"Peace, of course." But if I
should ask, "What are you going
to do about it?," what would you
answer? This is not a matter that
can be left solely to government
while we go about our business as

usual. No government can long
continue any policy in a climate

of public opinion unfavorable to
that policy. If we want peace, we
cannot let all the talking, all the
writing, all the molding of public
opinion be done by those who ad¬
vocate a national policy which
must lead ultimately to war. We
must advocate that our country,
while doing everything needful
to maintain our own security and
that of the Western World, at the
same time pursue a policy that
creates the opportunity for peace.
As the facts of the world situa¬

tion become more generally
known I am convinced that Amer-
can public opinion will over¬

whelmingly support a national
policy with the objective of peace.
Public opinion is the accumula¬
tion of the separate opinions of
individuals. There is not one of
us who cannot—each in his own

way—do something to help build
a public opinion in favor of tak¬
ing the steps toward peace. As I
said earlier, peace is fundamental
in the whole business of life. At
this particular moment in history,
there is no business more impor¬
tant than the business of peace.
With all the emphasis at my com¬

mand, I urge each of you to make
the winning of peace your busi¬
ness.

Continued from page 5

Observations...
proposals than any other corporation lawyer, and I certainly
have no sympathy whatsoever with most of Mr. Gilbert's pro¬
posals in the executive compensation field, where he suggests
arbitrary ceilings upon bonuses and pensions and completely
loses sight of the need and function of incentives. But, to para¬
phrase an historic statement, while many of us may disagree
violently with what he has to say, we should all fight for his
right to say it. And if he so wishes, he should, at least in the
absence of heavily overweighing considerations, have the right
to say it again and again—not merely once in every four years.

Limitation on a stockholder's right to speak once every
four years would be the net effect in a great majority of cases
of the amendment the SEC recommends, for the amendment
would authorize the omission of a proposal from a proxy state¬
ment for three years if it were submitted within five years and
received less than 3% of the votes cast on the first submission,
less than 7% on the second submission and less than 10% on

the third or a subsequent submission within a five-year period.
These percentages—particularly that of 3%—may not seem high,
but realistically and having in mind the long and slow process
needed for stockholder education, the percentages may be pro¬
hibitive. The requirement of percentage approval for repeated
legislative consideration would have prevented or effectively
postponed adoption of measures that we now take for granted,
such 1 as women's suffrage.

Stifling the Proposers

The other SEC recommendation, dispensing with the re¬

quirement of identifying a stockholder making a proposal, like¬
wise tends to stifle new measures before they have had an

opportunity of gaining support. To organize opposition com¬
munication is needed. To require a stockholder who is interested
in or has questions about a proposal to write the company for
the name and address of the sponsor is to place road-blocks in
the way of communication. The inertia problem is serious
enough without road-blocks. Moreover, such road-blocks may
defeat all communication in the case of stockholders who may

wish to remain anonymous—such as company employes who are
stockholders as well.

Apart from this point, the identity of the sponsor of a
proposal may be relevant in ascertaining his bias or personal
interest. The vei;y fact that a proposal is sponsored by Mr.
Gilbert, for instance, may lead to the proposal being discounted
by other stockholders.

With regard to both SEC proposals, it should also be ob¬
served that they in no way limit management. Management can
theoretically include the same proposals in their company's
proxy statement year after year without limitation of any kind,
and the simplicity of communication with management is, of
course, apparent, f

Every year my work requires me to read many hundreds of
proxy statements. I have seen no abuses serious enough to
warrant the measures recommended. Nor can these recommen¬

dations be justified as economy measures. Chairman Demmler
has himself pointed out that "The submission of such [minority
stockholders'] proposals and the tabulation of votes thereon are
at worst a comparatively inexpensive burden considering the
size of the corporations subject to the proxy rules."

Other Disclosure Relaxation

Other SEC recommendations relaxing disclosure require¬
ments in the proxy statement are of the same pattern. The
dividing line for annual compensation disclosures is increased to
$30,000 a year from a previous $20,000 and the present $25,000
figure, an increase not unwarranted by change in the dollar's
value.' However, the dividing line for disclosures of indebted¬
ness is increased to $30,000—quite a jump from the present

figure of $1,000 above which officer or director indebtedness,
must now be disclosed. Perhaps a thousand dollar figure is too
low but an indebtedness of $5,000 or $10,000 may be significant
in many cases; to fix the same dividing-line for salaries and
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loans is to suggest that loans are a form of compensation. A
recommended change in the case of options also calls for com- ^
ment. At present, all options to management must be disclosed,
but the SEC recommends that disclosure be confined hereafter
to options granted or exercised involving an aggregate purchase-
price of $30,000 or more. With an option price of less than.
$30,000, an option could still involve a profit of a million dol¬
lars or more, but no disclosure of the profit would need be
made under the SEC recommendation.

I believe management has little to gain and much to lose
from throttling the right of stockholders to be heard and from
concealing the nature and amount of executive pay. It was
abuses in these very respects that contributed to the enactment
of Federal securities and other New Deal legislation. The pro¬
posed amendments are, I fear, a step toward paving the way
for a repetition of these abuses. They should be opposed by
everyone concerned with the interests of management as well as»
the interests of stockholders.

Sincerely yours, , .'
V. HENRY ROTHSCHILD II

New York City, t
October 28, 1953. , \

Mr. Berle on Stockholder Apathy , I
Even more important than the un-gagging of the public stock¬

holder is, as we have previously observed, his exercise of his priv¬
ileges and obligations to exercise his franchise in his property.
Hitting this nail squarely on the head is the following excerpt
from a communication to this column from A. A. Berle, Jr., emi¬
nent legal authority|who co-authored that epic which first and
best depicted the implications of the segregation of ownership
and control, "The Modern Corporation and Private Property":

"Your observations are entirely sound. The legislative
privilege to vote is not going to make a functioning democracy
in the corporate world. Investors and stockholders want to be
governed, and not bothered; merely reserving the right to raise *1
hell if the management takes advantage of their apathy. In
this respect they are like a political constituency."

Keen students of the money and
investment markets are observing
things closely at the moment for
a clue to the near-term trend.

They are inclined to take the
marked success of this week's
United Gas Corp. offering, despite
a large "cover," with a grain of
salt.

Curiously enough it develops
that the quick absorption of this
particular issue, $25,000,000, was

touched off by buying orders from
large insurance companies which
have been aloof from the new is¬

sue market for many months. One
such company took down a block
of $3,000,000, according to reports.

They point out that the dearth
of new stuff has really been put¬
ting a premium on such offerings
as reach the market, particularly
where these are of the type ac¬

ceptable for certain investment
outlets.

But there is an air of caution

evident, particularly among those
who gauge things in the corporate
market by the spread existing
between top grade corporates and
the government list. They are com¬

mencing to wonder just what this
spread should be, whether it
should be 25 basis points, 30 basis
points or perhaps a little more.

The tendency is to view high-
grade corporates as ranging a bit
too close to governments at the
present time. This raises the ques¬
tion of ^whether such bonds are

not being priced out of range of
insurance companies and other
big investors.

Doing a Little Praying

Just now the rank and file

among underwriters and security
distributing firms must be praying
for a further advance in the gov¬
ernment market.

Such a development certainly
looks necessary if several of this
week's new corporates are to be

assured of success. The Treasury

3V4S, due in 30 years, are now

selling around 104 for an in¬
dicated yield of 3.05%.

And the two newest utility of¬
ferings, Public Service Electric
Gas Co.'s $30,000,000 of 30-year
bonds brought out as 3l4s to yichf
3.18% and Niagara Mohawk Power
Corp.'s $40,000,000 with similar
coupon and maturity, brought oui
to yield 3.22% appeared definitely
on the slow side as far as buyer
interest was concerned.

New Registrations

Evidently industry is taking?
stock of its future prospects judg¬
ing by the slow-down in new

registrations with the Securities*
and Exchange Commission.
This week's new filings were«

comparatively light, with the»
largest being entered by Column-
bus & Southern Ohio Electric Co.

covering new bonds and common*

shares.

This company proposed to sell.
$10,000,000 of new first mortgage*
bonds at competitive bidding:
about Dec. 1. The common stock
would be offered through a bank¬
ing group sometime after Nov. 24*
when company officials and
bankers are slated to meet to dis¬
cuss the projected financing.

Treasury Offering
i'*»

The Treasury's last offering of
bonds for cash proved to be aboufc
in line with expectations and had
little visible effect on the season¬

ed market. The maturity and the*
rate naturally made the issue at¬
tractive to commercial banks.
Meanwhile the various sections-

of the municipal and quasi-mu¬
nicipal market were fairly active;
with the State of Massachusetts*

$31,045,000 offering, and the City
of Philadelphia's $10,000,000 bonds*
topping the list.
The Port of New York Author¬

ity's offering of $20,000,000 ©£
bonds brought out brisk competi¬
tion with only pennies separating?
the two highest bids.

With First Southern Inv*
(Special to The Financial Chronicije)

BOYNTON BEACH, Fla.—Mir¬
iam H. McEwen has been added to-
the staff of First Southern Inves¬
tors Corporation, 524 Jasmine*
Street.

With Guardian Securities.
(Special to The Financial Chroniclk)

SAN FRANCISCO, Calif.—
Horace J. Brown has been adde*J

to the staff of Guardian Securities!

Corporation. He was formerly-
with Francis I. du Pont & Co.
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Securities Now
Amalgamated Growth Industries, Inc.

Sept. 28 (letter of notification) 149,999 shares of common
stock (par 10 cents). Price—$2 per share. Proceeds—For
acquisition of patents, etc., and for new equipment and
working capital. Office—11 West 42nd St., New York
City. Underwriter—R. A. Keppler & Co., Inc., New York,
N. Y.

American-Israeli Cattle Corp., Beverly Hills, Cal.
Aug. 24 filed 100,000 shares of class A common stock.
Price—At par ($10 per share). Proceeds—To establish
and develop a cattle industry in Israel. Underwriter-r-
None.

American Telephone & Telegraph Co. (11/5)
Oct. 14 filed $625,000,000 of 12-year 3%% convertible
debentures, due Dec. 10, 1965, to be offered for subscrip¬
tion by stockholders of record Oct. 30 in the ratio of $100
of debentures for each seven shares of stock held; rights
to expire on Dec. 10. Rights will be mailed about Nov. 5.
Conversion price beginning Feb. 9, 1954 is $136 per share
of capital stock. Price—At par (flat), $100 for each $100
principal amount. Proceeds—For advances to subsidiary
and associated companies, etc. Underwriter—None.

American Water Works Co., Inc.
Oct. 8 filed 225,000 shares of cumulative preferred stock
(par $25). Price—To be supplied by amendment. Pro¬
ceeds—From stock sale, together with funds received
from private sale of $20,000,000 bonds, to be used to re¬
deem $14,700,000 of collateral trust 3s due 1957 of this
company and $5,241,900 of 6% and 7% preferred stocks
of the system's three sub-holding companies, and the
balance of approximately $5,000,000 to make additional
investments in the common stock of its subsidiaries.
Underwriters—W. C. Langley & Co. and The First Bos¬
ton Corp.
# Anacon Lead Mines, Ltd., Toronto, Canada
Sept. 28 filed 700,000 shares of common stock (par 20
cents—Canadian funds) to be offered for subscription by
common stockholders at the rate of one new share for
each five shares held. Price—To be supplied by amend¬
ment. Proceeds—To develop mining properties. Under¬
writer—None. Financing proposal has not been dropped.

Anchor Post Products, Inc.
Sept. 30 (letter of notification) 32,953 shares of common
stock (par $2) being offered for subscription by common
stockholders of record Oct. 20 at the rate of one new
share for each nine shares held; rights to expire on
Nov. 16. Price—$7.50 per share. Proceeds—For working
capital. Office— 6500 Eastern Avenue, Baltimore, Md.
Underwriter—None.

Armstrong Rubber Co.
March 31 filed $4,000,000 of 5% convertible subordinated
debentures due May 1, 1973. Price—To be supplied by
amendment Proceeds—For working capital. Business—
Manufacturer of tires and tubes. Underwriter—Rey¬
nolds & Co., New York. Offering—Postponed.

Bingham-Herbrand Corp., Toledo, Ohio
Sept. 28 (letter of notification) $100,000 aggregate mar¬
ket value of common stock (par $1). Price—At market
(estimated at $10.75 per share). Proceeds—To selling
stockholder. Underwriter—Wm. J. Mericka & Co., Inc.,
Cleveland, O. Offering—May be withdrawn.
* Bridgeport Brass Co. (11/17)
Oct. 28 filed 238,628 shares of common stock (par $5)
to be offered for subscription by common stockholders
of record on Nov. 17 on the basis of one new share for
each four shares held. Price—To be supplied by amend-

t4\ ment. Proceeds—For expansion program. Underwriters
—Hornblower & Weeks and Stone & Webster Securities
Corp., both of New York.

★ Bucyrus-Erie Co., So. Milwaukee, Wis.
Oct. 23 (letter of notification) 700 shares of common
stock (par $5). Price—At market. Proceeds—To William
W. Coleman, the selling stockholder. Underwriter—Har¬
ris, Upham & Co., New York.

Burton Picture Productions, Inc.
Sept. 24 (letter of notification) 300,000 shares of com¬
mon stock (par 10 cents). Price—$1 per share. Proceeds
—For production of movies and TV stories. Office—246
Fifth Avenue, New York.. Underwriter— Alexander
Reid & Co., Newark, N. J.

California Central Airlines, Inc.
Aug. 24 filed $600,000 of 7% convertible equipment trust
certificates, series A, due Sept. 1, 1957, and 400,000shares of common stock (par 50 cents). Price—100% of

i principal amount for certificates and 75 cents per sharefor stock. Proceeds—To acquire five Martinliners and

V~J New York Boston Pittsburgh Chicago
Philadelphia San Francisco Cleveland

Private IVires to all offices

in Registration

NEW ISSUE CALENDAR
October 30 (Friday)

Texo Oil Corp Common
(Petroleum Finance Corp.) $280,320

November 2 (Monday)
Central National Bank of Cleveland Common.

(Offering to stockholders)

Century Acceptance Corp Common
(Wahler, White & Co.) $34,500

November 4 (Wednesday)

Chicago, Burlington & Quincy RR._-Equip. Tr. Ctfs.
(Bids to be invited) $5,400,000

November 5 (Thursday)
American Tel. & Tel. Co Debentures

(Offering to stockholders—no underwriting)

New Mexico-San Juan Natural Gas Co Common
*'

(Hunter Securities Corp.) $299,200

North Star Oil & Uranium Corp Common
(Lincoln Securities Corp.) $300,000

November 9 (Monday)
General Precision Equipment Corp.____rPreferred
(The First Boston Corp. and Tucker., Anthony & Co.) $5,408,350

Gulf Cities Gas Corp.____ Class A
(Eisele & King, Libaire, Stout & Co.) $300,000

Long Island Lighting Co Bonds
(Bids noon EST) $25,000,000

November 10 (Tuesday)

Koehring Co. Common
(Loewi & Co.) 50,000 shares

November 12 (Thrusday)
Eastern Industries, Inc ..Preferred

(Blair, Rollins & Co. Inc. and Cohu & Co.) $1,000,000

November 13 (Friday)
Dixie Cup Co ..Preferred

(Glore, Forgan & Co. and Hornblower & Weeks) $7,623,250

November 16 (Monday)
California Water Service Co Preferred

(Dean Witter <fe Co.) $2,000,000

Ludman Corp. Debentures
(Courts & Co.) $750,000

Storer Broadcasting Corp .Common
(Reynolds & Co.) 200,000 shares

November 17 (Tuesday)
Bridgeport Brass Co Common

(Offering to stockholders—underwritten by Hornblower
& Weeks and Stone & Webster Securities Corp.)

238,628 shares

Columbus & Southern Ohio Electric Co Common
(Dillon, Read & Co. Inc. and The Ohio Co.) 200,000 shares

Oklahoma-Mississippi River Products
Line, Inc. Debentures & Common
(Eastman, Dillon & Co.) $3,000,000 debs. & 480,000 shs.

Pacific Lighting Corp Common
(Blyth & Co., Inc.) 800,000 shares

Worcester County Electric Co Preferred
(Bids noon EST) $7,500,000

November 23 (Monday)
American Fidelity & Casualty Co .Preferred

(Geyer & Co.) $750,000

Gulf States Utilities Co Bonds
(Bids 11 a.m. EST) $10,000,000

Illinois Power Corp... Bonds
(Bids to be invited) $20,000,000

Iowa Southern Utilities Co Common
(First Boston Corp.) about 100,000 shares

November 24 (Tuesday)
Government Employees Corp : Debentures

(Offering to stockholders—underwritten by Johnston,'
Lemon & Co. and E. R. Jones & Co.) $500,000

November 25 (Wednesday)
Delaware Power & Light Co Common

(Bids to be invited) 232,520 shares ,

December 1 (Tuesday)
Columbus & Southern Ohio Electric Co Bonds

(Bids to be invited) $10,000,000

Monongahela Power Co Bonds
(Bids to be invited) $10,000,000

Tennessee Gas Transmission Co Bonds
(Bids to be invited) $25,000,000

December 17 (Thursday)
Erie RR Equip. Trust Ctfs.

(Bids to be invited) $5,400,000

January 13 (Wednesday)
Ohio Edison Co... ...Common
(Offerihg to stockholders—bids to be invited) 527,830 shs.

January 19 (Tuesday)
Ohio Edison Co Bonds

(Bids to be invited) $30,000,000

* INDICATES ADDITIONS
SINCE PREVIOUS ISSUE

• ITEMS REVISED

the spare parts. Office—Burbank, Calif. Underwriters—
Gearhart & Otis, Inc., New York; and McCoy & Willard,
Boston, Mass.

^California Water Service Co. (11/16-17)
Oct. 22 filed 80,000 shares of cumulative convertible pre-
ferred stock, series H (par $25). Price—To be supplied
by amendment. Proceeds—To repay bank loan and for
new construction. Underwriter— Dean Witter & Co.,
San Francisco, Calif.

Carolina Telephone & Telegraph Co.
Aug. 17 filed 33,320 shares of capital stock to be offered
for subscription by stockholders in the ratio of one new

share for each five shares held.. Price—At par ($100 per
share). Proceeds—To reduce short-term notes. Under¬
writer—None. Offering—Temporarily postponed.
• Central Illinois Light Co.
Oct. 7 filed 100,000 shares of common stock (no par),
being offered for subscription by common stockholders
of record Oct. 27 on the basis of one new share for each
nine shares then held (with an oversubscription privi¬
lege, subject to subscription rights of employees); rights
to stockholders to expire on Nov. 13 and to employees
on Nov. 10. Price—$36.50 per share. Proceeds—For re¬

payment of bank loans and new construction. Under¬
writer—Union Securities Corp., New York.

• Century Acceptance Corp. (11/2)
Oct. 16 (letter of notification) 10,000 shares of class A
common stock (par $1) and 5,000 shares of class B stock

(par $1). Price—Of class A, $2.50 per share; of class B,
$1.90 per share. Proceeds—To Robert F. Brozman, the
selling stockholder. Office—1334 Oak St., <Kansas City,
Mo. Underwriter—Wahler, White & Co., Kansas City, Mo.

+ Century Controls Corp.
Oct. 26 (letter of notification) 300,000 shares of com¬

mon stock. Price—At par ($1 per share). Proceeds—For
equipment and working capital. Office — Allen Blvd.,
Farmingdale, N. Y. Underwriter—None.
Columbus & Southern Ohio Electric Co, (11/17)

Oct. 27 filed 200,000 shares of common stock (par $5).
Price—To be supplied by amendment. Proceeds—To re¬

pay bank loans and for new construction. Underwriter
—Dillon, Read & Co., Inc., New York; The Ohio Com¬
pany, Columbus, Ohio.
Columbus & Southern Ohio Electric Co, (12/1)

Oct. 27 filed $10,000,000 of first mortgage bonds due 1983.
Proceeds—To repay bank loans and for new construction.
Underwriters—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld
& Cq,0 Salomon Bros. & Hutzler; Dillon, Read & Co.;
Union Securities Corp. and Glore, Forgan & Co. (joint¬
ly); Lehman Brothers; Lee Higginson Corp. and Carl M.

Loefit Rhoades & Co. (jointly). Bids—Expected to be
received on Dec. 1.

Cook Electric Co., Chicago, 111.
letter of notification) 10,041 shares of common

stock (par $12.50) being offered for subscription to com¬
mon stockholders on the basis of one new share for each

lljshpjes held on Oct. 15; rights to expire on Nov. 3.
Prlce/^J $28 per share. Proceeds—For working capital.
Underwriters— Blunt Ellis & Simmons and Swift, Henke
& Cd,^both of Chicago, 111.
&osmo Oil Co., Denver, Colo.

letter of notification) 300,000 shares of common
stqCkt*!Price—At par ($1 per share). Proceeds—For
dmlfih^l expenses and working capital. Office — 922
Equitaqle Bldg., Denver, Colo. Underwriter—E. I. Shel¬
ley Denver, Colo.

fCuban American Minerals Corp., Washington, D.C.
Oct. letter of notification) 6,000 certificates of par¬

ticipation. Price—At par (in units of $50 each). Pro-
cf&dsjr&y.For general corporate purposes. Office — 439
Wwatt Bldg., Washington, D. C. Underwriter—James T.
D£ Witt & Co., Inc., Washington, D. C.
Cutter Laboratories, Inc., Berkeley, Calif.

C&tv 20/^iled 25,000 shares of capital stock to be offered
fop. shlf under Stock Purchase Plan to employees of this
c(|mp^y and its subsidiary, Cutter Laboratories, Intl.

I Dade Reagents, Inc., Miami, Fla.
S|pL;28 (letter of notification) $300,000 of 10-year de-
bentub&s. Price—At par (in denominations of $1,000
e^daj'.^roceeds—To retire debts and for working capi¬
tal. Office—1851 Delaware Parkway, Miami., Fla. Under-
wHter—fAtwill & Co., Miami, Fla.
* Delaware Power & Light Co. (11 25)
Otit. 2%.filed 232,520 shares of common stock (par $13.50)
t<^ be iiofTered for subscription by common stockholders
ofj record. Nov. 25 on the basis of one new share for each
seven Shares held; rights to expire on Dec. 15. Em¬
ployees'; will receive rights to subscribe for up to 150
shares ;|ach. Price—To be named by company on Nov.
23/- Proceeds—For construction program. Underwriters
—To b&f determined by competitive bidding. Probable
bidders::-W. C. Langley & Co. and Union Securities Corp.
(jointly); White, Weld & Co. and Shields & Co. (jointly);
Lehmab^Brothers; Harriman Ripley & Co. Inc.; Blyth &
Co.y Inc^ Kidder, Peabody & Co. and Merrill Lynch,
Pierce, Fenner & Beane (jointly). Price—May be set by
directors, with bidders to name their underwriting com¬
pensation. Bids—Tentatively expected to be received
on Nov. 25.

★ Dixie Cup Co.. Easion, Pa. (11/13)
Oct. 23 filed 152,465 shares of cumulative convertible
preferred stock, series A (par $50) to be offered far
subscription by common stockholders at rate of one
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* chare for each five common shares held (for a
preferred s price—'To be supplied by amendment.
15-day peii expansion program. Underwriters—Glore,
proceeds Hornblower & Weeks, both of New
For?anMpptins; — Stockholders will vote Nov. 3 on ap-
Y ''

g an issue of 200,000 authorized shares of pre¬
ferred stock.

DU?qUfUed mOOO shares of preferred stock (par $50).
ds-To reduce bank loans and for new construc-

J'roce
tinaprwriters — To be determined by competitive

KLProbable bidders: The First Boston Corp.; Kid-
j ppabodv & Co., Merrill Lynch, Pierce,^ Fenner &
pine and White, Weld & Co. (jointly); Kuhn, Loeb &
rn and Smith, Barney & Co. (jointly); Blyth & Co., Inc.;
r hman Brothers. Bids—Originally scheduled to be re-

rfjved L1p to 11 a.m. (EDT) on Sept. 17, but on Sept. 16
thecompany announced bids will be received within 30
riavs from that date, bidders to be advised at least three
days in advance of new date. No decision reached to date.
x Eastern Industries, Inc., New Haven (11/12)
Oct 22 filed 100,000 shares of 6% cumulative convertible
Deferred stock, series A. .Price—At par ($10 per share).
Proceeds—To refund bonds and repay bank loans' and
for working capital. Underwriter—Blair, Rollins & Co.,
Inc., and Cohu & Co., both of New York. , ,

x First Mortgage & Realty Co., Columbus, O.
Oct. 19 (letter of notification) 1,000 shares of common
stock (no par). Price—$100 per share. Proceeds — For
working capital. Office—55 East State St., Columbus 15,
Ohio. Underwriter—None.

Flour City Ornamental Iron Co.
Sept. 23 (letter of notification) amended to 42,858 shares
of common stock. Price—At par ($5 per share) being
offered for subscription by common stockholders of
record Oct. 9 on basis of one new share for each seven

shares held: rights to expire on Oct. 30. Proceeds—For
working capital. Underwriters—Woodard-Elwood & Co.,
Minneapolis, Minn, and Harold E. Wood & Co., St. Paul,
Minn. '

• General1 Precision Equipment Corp. (11/9)
Oct. 16 filed 108,167 shares of cumulative convertible
preferred stock (no par—stated value $50 per share), to
be offered for subscription to common stockholders on

the basis of one new share for each six shares held on

Nov. 6; rights to expire on Nov. 23. Price—To be sup¬

plied by amendment. Proceeds — To repay $3,925,000
bank loans and to increase general corporate funds.
Underwriters — The First Boston Corp. and Tucker,
Anthony & Co.," both of New York.

Gerwiral Shoe Corp., Nashville, Tenn.
Oct. 2 filed 19,465 shares of $5 cumulative preference
stock, series B (stated value $100 per share) and 139,742
shares of common stock (par $1) to be offered in ex¬
change for shares of stock of Berland Shoe Stores, Inc.
on the following basis: For each Berland common share
0.54253 shares of General Shoe common; and for each
46/llth shares of Berland preferred stock one share of
series B preferred of GeneSl Shoe or for each 2.0227
shares of Berland prefered one share of General Shoe
common stock. Offer, which will terminate on Dec. 7,
is subject to acceptance of 80% of each class of stock.

n ?'rfy*t.OUPTrf Parks of Alabama, Inc., Phoenix, Ariz.
Uct. 21 filed $400,500 of 6% 10-year cumulative income
debentures, due Oct. 1, 1962, and 40,050 shares of common

nf°cosino Par) to be offered in units of four debentures
p,.-Prineipai amount each and 100 shares of stock.
m!Cf * 0.Per unit. Proceeds—To rehabilitate and
r^i , Jac*n? P*ard *n Tucson, Ariz. Business—Dog
—None Pari-mutuel betting privileges. Underwriter

(V?U9firt^a,T ^^em'ca' Corp. j
stnrx t ^ er 9* notification) 42,000 shares of common
—pn cents). Price—$2.37V2 per share. Proceeds
hiHa ™0fklnS capital.. Office—10-15 43rd Ave., Long
York Underwriter—Batkin & Co., New

Ocfw n''If5 0as C?r.P- (11/9>
slock fn ier °* n°tification) 60,000 shares of class A
eauinm * Pr*ce — $5 per share. Proceeds— For
St ! 5nd t0 bay notes. Office—600 16th St.. North,
Stout |ls5urS; Fla. Underwriter—Eisele & King, Libaire,stout & Co., New York.

OctU22^if!fS.Uti,lties Co-
Dec. 1 i ool $10,000,000 of first mortgage bonds due
new pftncf!. Proceeds— To repay bank loans and for
ComDPtitw^1-0^'. Underwriters— To be determined by
&Co Inf. c i m^; Probable bidders: Halsey, Stuart
Corn anlon Bros. & Hutzler and Union Securities
rill Lvnri-i tr ' ^tone & Webster Securities Corp.: Mer-
Co. (ioinfi' N.^rc?' Fenner & Beane and White, Weld &
A- C. Allvn Y ?!lman Brothers; Kuhn, Loeb & Co. and
andCarlM t u',Inc- (jointly); Lee Higginson Corp.
Reived im Rhoades & Co. (jointly). Bids—To be
Hanover -La'm" (RBT) on Nov. 23 at office of The
★GuIfQt ° Broadway. New York 15, N. Y.
0ct 27 North Kansas City, Mo.
particinatir»a + ? sHares °f convertible preferred and
Proceeds T S^oc (par 1° cents). Price—$10 per share.

,P«e" Underwriter
Light Co.

being offered# sHares of common stock (par $25)
23 on ^ °r subscription by stockholders of record

shares held* ^ basis of one new share for each eight
p«r share, p/ i wiU expire on Nov. 10. Price—$44
^t'ter-^None0^66 ~~^0r construction program. Under-

Hawaiian Electric Co., Ltd.
Sept. 25 filed 100,000 shares of common stock to be of¬
fered for subscription by common stockholders of record
Oct. 5 in ratio of one new share for each 5*6 shares held.
Price—At par ($20 per share). Proceeds—For plant ex¬
pansion. Underwriter—None.

★ Illinois Power Co. (11/23-24)
Oct. 28 filed $20,000,000 first mortgage bonds due 1983.
Proceeds—To repay bank loans and for new construction.
Underwriters—To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld
& Co. and Merrill Lynch, Pierce, Fenner & Beane
(jointly); Harriman Ripley & Co. Inc. and Glore, Forgan
& Co. (jointly); The First Boston Corp.; Kuhn, Loeb
& Co. Bids—Tentatively expected to be received on
Nov. 23 or Nov. 24.

Ionics, Inc., Cambridge, Mass.
June 30 filed 131,784 shares of common stock (par $1).
Price—To be supplied by amendment (between $8 and
$9 per share). Proceeds—To pay mortgage debt and for
equipment. Business — Research and development and
subsequent commercial exploitation in the field of ion
exchange chemistry. Underwriter—Lee Higginson Corp.,
New York and Boston (Mass.). Offering—Date indefinite.

" Israel Enterprises, Inc., New York
Oct. 1 filed 18,800 shares of common stock. Price—At
par ($100 per share). Proceeds—For investment in exist¬
ing industrial enterprises in Israel. Underwriter--None.

Kay Jewelry Stores, Inc., Washington, D. C.
Sept. 28 filed 672,746 shares of capital stock (par $1) to
be offered in exchange for preferred and common stocks
of 71 store corporations which operate 83 retail credit
jewelry stores. Underwriter—None.

• Kenwell Oils & Mines Ltd., Toronto, Canada
Aug. 20 filed 500,000 shares of common stock (par $1)
Price—To be related to the quotation on the American
Stock Exchange market. Proceeds—For working capital
and general corporate purposes. Underwriters—John R.
Boland & Co., Inc., New York; Paul C. Kimball & Co.
and Republic Investment Co., Inc. of Chicago, 111.; Bar-
ham & Co., Coral Gables, Fla.; and Frame McFadyen &
Co., Toronto, Canada.

^ Keystone Custodian Funds, Inc., Boston, Mass.
oct. 26 Hied 50,000 series B-3 shares; 500,000 series B-4
shares; 50,000 series K-l shares; 25,000 series S-l shares,
and 50,000 series S-4 shares. Price—At market. Proceeds
—For investment. Underwriter—None.

★ Koehring Co., Milwaukee, Wis. (11/10-13)
Oct. 22 filed 50,000 shares of common stock (par $5).
Price—To be supplied by amendment. Proceeds—Ex¬
pected to net company around $1,250,000, will be used to
reimburse company for funds expended to acquire own¬

ership of Waterous, Ltd., now known as Koehring-
Waterous, Ltd., and to replace funds expended on im¬
provements in Koehring Co.'s plants, particularly Koeh¬
ring Southern Co. Underwriter—Loewi & Co., Milwau¬
kee, Wis.

K-O-T Oil Corp., Ardmore, Okla.
Sept. 28 (letter of notification) 299,500 shares of com¬
mon stock (par one cent). Pricce—$1 per share. Proceeds
—To complete wells. Office—504 Gilbert Bldg., Ardmore,
Okla. Underwriter—Petroluem Finance Corp., Oklahoma
City, Okla.

if Lockheed Aircraft Corp., Burbank, Calif.
Oct. 22 filed 26,000 shares of capital stock (par $1) to be
offered together with 18,520 shares of previously regis¬
tered, to be offered for subscription by employees pur¬
suant to company's stock purchase plan. Price—$19.35
per share. Proceeds— For general corporate purposes.
Underwriter—None.

Long Island Lighting Co. (11/9)
Oct. 19 filed $25,000,000 first mortgage bonds, series F,
due Sept. 1, 1983. Proceeds— To repay bank loans and
for new construction. Underwriters—To be determined
by competitive bidding. Probable bidders: Halsey, Stu¬
art & Co. Inc., Blyth & Co., Inc. and The First Boston
Corp. (jointly); W. C. Langley & Co.; Smith, Barney
& Co. Bids—Expected to be received up to noon (EST)
on Nov. 9.

if Ludman Corp., North Miami, Fla, (11/16-20)
Oct. 26 filed $750,000 of 6% sinking fund convertible
debentures due Nov. 1, 1968. Price—At par (in units of
$100 each). Proceeds—To repay bank loans, and for new
equipment and general corporate purposes. Underwriter
—Courts & Co., Atlanta, Ga.
Massachusetts Business Development Corp.,
Boston, Mass. 1

Oct. 16 filed 150,000 shares of common stock (par $1).
Price—$10 per share. Proceeds—For loans and working
capital. Business—To provide a new source of financing
which will be available to assist existing businesses and
to encourage new industry in Massachusetts. Under¬
writer—None.

if Montana Power Co., Butte, Mont.
Oct. 21 (letter of notification) 10,000 shares of common
stock (no par) to be offered for subscription by employ¬
ees of the company. Price—$28.50 per share. Proceeds
—For general corporate purposes. Underwriter—None.
Morris Paper Mills, Chicago, III.

Oct. 7 (letter of notification) 1,600 shares of common
stock (par $10). Price—At market (estimated at about
$10 per share). Proceeds—To A. G. Ballenger, the sell¬
ing stockholder. Office—135 So. LaSalle St., Chicago 3,
111. Underwriter—Hallgarten & Co., Chicago, 111. Offer¬
ing—To be sold from time to time over the counter.
• New Mexico-San Juan Natural Gas Co. (11/5)
Sept. 21 (letter of notification) 748,000 shares of common
stock (par 10 cents). Price—40 cents per share. Pro¬
ceeds—To develop and maintain leases. Office—2135

Gold Avenue, Albuquerque, N. Mex. Underwriter —
Hunter Securities Corp., New York.

★ North Star Oil & Uranium Corp. (11/5)
Oct. 23 (letter of notification) 600,000 shares of common
stock (par five cents). Price—50 cents per share. Pro¬
ceeds—To acquire certain mining claims, etc. and for
exploration, development, drilling and working capital
Office — 129 So. State St., Dover, Del. Underwriter —
Lincoln Securities Corp., New York.

if Oklahoma-Mississippi River Products Line, Inc.,
Tulsa, Okla. (11/17)

Oct. 26 filed $3,000,000 of 25-year subordinated deben¬
tures due Nov. 1, 1978, and 480,000 shares of common
stock (par one cent) to be offered in units of $50 prin¬
cipal amount of debentures and eight shares of stock.
An additional 300,000 shares of common stock will be
sold to certain individuals. Price — To be supplied by
amendment. Proceeds — To construct petroleum pipe
line. Underwriter—Eastman, Dillon & Co., New York. 1

Orange Community Hotel Co., Orange, Texas
Sept. 14 filed 8,333 shares of capital stock (par $20) and
8,333 registered 4% debentures due Jan. 1, 1984 of $100
each to be offered in units of one share of stock and one

$100 debenture. Price—$120 per unit. Proceeds—To con¬
struct and equip hotel building. Underwriter — None.
(Subscriptions to 4,949 shares of stock and 4,949 deben¬
tures are held by a group of citizens of Orange formed
under the auspices of the Orange Chamber of Com¬
merce.)

if Pacific Lighting Corp. (11/17)
Oct. 26 filed 800,000 shares of common stock (no par).
Price—To be supplied by amendment. Proceeds—To re¬

pay bank loans and for advances to subsidiaries. Under¬
writer— Blyth & Co., Inc., San Francisco, Calif., and
New York, N, Y. r

Planter's Peat Corp., Coral Gables, Fla.
Aug. 6 (letter of notification) 100,000 shares of 6%
cumulative preferred stock (par $2.50) and 100,000
shares of common stock (par 50 cents) to be offered in
units of one share of each class of stock. Price—$2.50
per unit. Proceeds—To liquidate liabilities and for work¬
ing capital. Office—220 Miracle Mile, Coral Gables, Fla.
Business—To process peat for fertilizer. Underwriter—
Frank L. Edenfield & Co., Miami, Fla. /

★ Price (L. B.) Mercantile Co., St. Louis, Mo.
Oct. 20 (letter of notification) 11,750 shares of common
stock (par $25) to be offered for subscription by em¬

ployees. Price—$25.50 per share. Office—4702 Olive St.,
St. Louis, Mo. Underwriter—None.

★ Puritan Fund, Inc., Boston, Mass.
Oct. 23 filed 125,000 shares of capital stock (par $1).
Price—At market. Proceeds—For investment. Under¬
writer—None.

if Safeway Finance Co., Inc., Cheverly, Md.
Oct. 22 (letter of notification) 8,000 shares of 6% cumu¬
lative preferred stock (par $10) and 10,000 shares of 6%
cumulative class A common stock (par $1). Price—At
par. Proceeds—For small loan office. Office—2600 Val¬
ley Way, Cheverly, Md. Underwriter—None.
Saint Anne's Oil Production Co.

April 23 filed 165,000 shares of common stock (par $1).
Price— $5 per share. Proceeds—To acquire stock of
Neb-Tex Oil Co.. to pay loans and for working capital.
Office—Northwood, Iowa. Underwriter—Sills, Fairman
& Harris of Chicago, 111. Registration statement may be
revised.

if Sears, Roebuck & Co., Chicago, III.
Oct. 26 filed 25,000 memberships in the company's Sav¬
ings and Profit Sharing Pension Fund and 700,000 under¬
lying shares of the company's capital stock.
Sta-Tex Oil Co.

Oct. 2 (letter of notification) 300,000 shares of common
stock (par five cents). Price—$1 per share. Proceeds—
For drilling costs. Underwriter—Arthur R. Gilman, 20
Broad Street, New York City.

★ Storer Broadcasting Corp. (11/16-17)
Oct. 23 filed 200,000 shares of common stock (par $1).
Price— To be supplied by amendment. Proceeds— To
certain stockholders. Office—Miami Beach, Fla. Under¬
writer—Reynolds & Co., New York.

Strategic Materials Corp., Buffalo, N. Y.
Aug. 31 filed 198,500 shares of common stock (par $1)
to be offered for subscription by common stockholders
at rate of one new share for each share held. Price
—To be supplied by amendment. Proceeds—To repay

b^ink loans and other indebtedness, for further explora¬
tion of properties and for additional working capital.
Underwriters—Hamlin & Lunt, Buffalo, N. Y., and Allen
& Co., New York, W. C. Pitfield & Co., Ltd., of Montreal,
Canada, has agreed to purchase 50,000 shares from the
underwriters for distribution in Canada.

★ Texas Adams Oil Co., Inc.
Oct. 22 (letter of notification) 300,000 shares of common
stock (par 10 cents). Price—$1 per share. Proceeds—To
test wells. Office—-42 Broadway, New York. Underwriter
—Philip Gordon & Co., Inc., 39 Broadway, New York.
Texo Oil Corp., Ardmore, Okla. (10/30)

Oct. 15 (letter of notification) 622,934 shares of common
stock (par one cent). Price—At market (approximately
45 cents per share). Proceeds — To selling stockholder.
Office—504 Gilbert Bldg., Ardmore, Okla. Underwriter—
Petroleum Finance Corp., Oklahoma City, Okla.
United Merchants & Manufacturers, Inc.

Oct. 7 filed 574,321 shares of common stock (par $1).
Price—At the market (either on the New York Stock
Exchange or through secondary distributions). Proceeds

• Continued on page 44
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,—To a group of selling stockholders who will receive
the said shares in exchange for outstanding preferred
and common stock of A. D. Juilliard & Co., Inc., on the
basis of 6V2 shares of United Merchants stock for each
Juilliard common or preferred share. Underwriter—
'.None.

United Rayon Manufacturing Corp. (Netherlands)
Oct. 9 filed ''A. K. U." American depositary receipts for
200,000 American shares representing 10,000 ordinary
.shares of A. K. U. at the rate of 20 American shares for
•each ordinary share of Hfl. 1,000 par value. Price—To
be supplied by amendment. Proceeds—To selling stock¬
holders, who purchased the ordinary shares from the
-company, the proceeds to be used by it for capital addi¬
tions to plants and facilities. Underwriter — Lazard
Freres & Co., New York. Offering — Expected late in
".November.

United States Finishing Co.
Sept. 23 filed 240,000 shares of common stock (no par)
being offered in exchange for the 15,000 outstanding com-
*non shares of Aspinook Corp. on the basis of 16 shares
of Finishing stock for each share of Aspinook stock. The
offer is conditioned upon its acceptance by the holders
of at least 80% of the Aspinook shares. The offer ex¬

pires on Nov. 13. Statement became effective Oct. 13.

Ute Uranium, Inc., Denver, Colo.
Oct. 19 (letter of notification) 22,500,000 shares of com¬
mon stock. Price—At par (1 cent per share). Proceeds
—For mining and drilling. Office— 602 First National
Bank Bldg., Denver 2, Colo. Underwriter—Kamp & Co.,
Inc., Denver, Colo.

> ^ Virginia Electric & Power Co.
Oct. 28 filed 558,946 shares of common stock (par $10).
Price—To be supplied by amendment. Proceeds—For
■construction program. Underwriters—To be determined

"by competitive bidding. Probable bidders: Stone & Web¬
ster Securities Corp.; Blyth & Co., Inc.; Merrill Lynch,
Pierce, Fenner & Beane, and Kidder, Peabody & Co.
Offering—Expected late in November or early in De¬
cember.

Washington Water Power Co.
.May 7 filed 1,088,940 shares of $1.28 cumulative con¬
vertible preferred stock (par $25) and 1,088,939 shares of
common stock (no par) to be issued in connection with
'the proposed merger into company of Puget Sound Pow¬
er & Light Co. on the basis of one-half share of pre¬
ferred and one-half share of common for each Puget
Sound common share to holders who do not elect to re¬

ceive cash at the rate of $27 per share. Underwriter—
None. \

West Coast Pipe Line Co., Dallas, Tex.
Nov. 20 filed $29,000,000 12-year 6% debentures due Dec.
15, 1964, and 580,000 shares of common stock (par 50
cents) to be offered in units of one $50 debenture and
one share of stock. Price — To be supplied by amend¬
ment. Proceeds—From sale of units and 1,125,000 addi¬
tional shares of common stock and private sale of $55,-
000,000 first mortgage bonds, to be used to build a 1,030
ttttlle crude oil pipeline. Underwriters—White, Weld &
4Zo. and Union Securities Corp., both of New York. Of¬
fering—Postponed indefinitely.

West Coast Pipe Line Co., Dallas, Tex.
Nov. 20 filed 1,125,000 shares of common stock (par 50
•cents). Price—To be supplied by amendment. Proceeds
-—Together with other funds, to be used to build pipe¬
line. Underwriters — White, Weld & Co. and Union Se-

, purities Corp., both of New York. Offering—Postponed'

.Indefinitely.

West Virginia Pulp & Paper Co.
Sept. 28 filed 1,270,344 shares of common stock (par $5)
being offered in exchange for common stock (par $10)
of Hinde & Dauch Paper Co. on the basis of IV3 shares
of West Virginia Pulp stock for each Hinde & Dauch
share. The offer will expire on Nov. 18. Underwriter—
."None.

■ft Western Empire Petroleum Co., Ogden, Utah
Oct. 22 (letter of notification) 3,000,000 shares of com¬
mon stock (par five cents). Price—10 cents per share.
Proceeds—To drill well. Office—812 Eccles Bldg., Ogden,Utah. Underwriter — Samuel B. Franklin & Co., Los
-Angeles, Calif.

Worcester County Electric Co. (11 17)
Oct. 12 filed 75,000 shares of cumulative preferred stock
(par $100). Proceeds—To repay bank loans and for new
•construction. Underwriters—To be determined by com¬
petitive bidding. Probable bidders: Blvth & Co, Inc •Bellman Brothers; Merrill Lynch, Pierce, Fenner &
Beane; Equitable Securities Corp. Bids — Tentatively.scheduled to be received by company at its office, 441Stuart St., Boston 16, Mass., up to noon (EST) onNov. 17.

* Workers Loan Co., Dubois, Pa.
Oct. 21 (letter of notification) $200,000 of 10-year 7%
-subordinated debentures due Oct., 1963. Price—At par(in denominations of $500 each) and accrued interest.
-Proceeds—For working capital. Underwriter—Blair F.
Claybaugh & Co., Harrisburg and Pittsburgh, Pa.

*Zurbach Steel Corp., Camden, Me.
* ^e^er notification) 750 shares of common

(no par) and $25,000 of 5% debenture bonds. Price
-—Of stock, $125 per share; and of bonds, at par (in de¬nominations of $50 each). Proceeds—For working capi¬
tal. Office—74 Elm St., Camden, Me. Underwriter—
None.

Prospective Offerings
• American Fidelity & Casualty Co. (11/23)
Oct. 21 it was stated registration is expected on Oct. 29
of 150,000 shares of convertible preferred stock (par $5)
to be offered for subscription by common stockholders
on a share-for-share basis, about Nov. 12; rights to ex¬
pire about Dec. 8. Certain stockholders have waived
their rights to purchase the new shares. Price to be
named later. Proceeds — For working capital. Under¬
writer—Geyer & Co., New York.

• Arizona Public Service Co.
Oct. 26 it was reported company is planning to issue
and sell 240,000 shares of common stock. Underwriters—
The First Boston Corp. and Blyth & Co., Inc. Offering
Expected late in November.

Atlantic City Electric Co.
Oct. 5 B. L. England, President, announced that the com¬
pany plans to issue and sell early next year about $4,-
000,000 of new bonds and make an offering to stockhold¬
ers on a l-for-10 basis of sufficient common stock to
raise an additional estimated $3,000,000. Proceeds—For
construction program. Underwriters—For common stock
may be Union Securities Corp. and Smith, Barney &
Co. Previous bond issue was placed privately.

Atlantic Refining Co.
March 27 it was announced that proposed debenture
issue later this year will be around $60,000,000. The
exact nature and timing of the financing are still to be
determined. Stockholders voted May 5 to increase the
authorized debt from $75,000,000 to $150,000,000. Pro¬
ceeds1—To be used to help pay for a $100,000,000 con¬
struction program for 1953. Underwriters-I-Smith, Bar¬
ney & Co. may head group.

Aztec Oil & Gas Co.

Aug. 11 it was reported company's common stock (held
by Southern Union Gas Co.) may be offered to stock¬
holders of the parent company on a pro rata basis under
a proposed divestment plan.

+ Bagdad Copper Corp.
Oct. 26 it was reported company has advised stockhold¬
ers it had revised downward from $14,000,000 to between
$7,000,000 and $8,000,000 its needs for new financing.
Blair Holdings Corp.

June 24 it was announced company plans to issue and
sell publicly $2,000,000 of convertible debentures. Pro¬
ceeds — For development of Stanwell Oil & Gas Ltd.,
newly acquired subsidiary. Underwriters—Blair, Rollins
& Co. Inc. and The First California Co.

Central Maine Power Co.
Oct. 7 it was reported company plans sale during the
first quarter of 1954 of $10,000,000 common stock after
distribution by New England Public Service Co. of its
holdings of Central Maine Power Co. common stock.
Probable bidders: Blyth & Co., Inc; and Kidder, Peabody
& Co. (jointly); Coffin & Burr, Inc.; A. C. Allyn & Co.,
Inc. and Bear, Stearns & Co. (jointly); Harriman Ripley
& Co., Inc.
Central National Bank of Cleveland (11/2)

Oct. 21 it was announced stockholders will vote Nov. 2
on increasing the capital stock by 140,625 shares, which
are to be offered for subscription by stockholders of rec¬
ord about Oct. 27 on the basis of one new share for
each of the 562,500 shares (par $16) presently out¬
standing.

Central Power & Light Co.
March 2 it was reported company may issue and sell
50,000 shares of new preferred stock. Underwriters—Tc
be determined by competitive bidding. Probable bidders:
Stone & Webster Securities Corp.; Lehman Brother!
tnd Glore. Forgan & Co. (jointly); Blyth & Co., Inc.,
Harriman Ripley & Co., Inc. and Smith, Barney & Co
(jointly); Salomon Bros. & Hutzler.

Chicago, Burlington & Quincy RR. (11/4)
Bids will be received by the company on Nov. 4 for the
purchase from it of $5,400,000 equipment trust certifi¬
cates to mature in 30 equal semi-annual instalments.
Probable bidders: Halsey, Stuart & Co. Inc.; Salomon
Bros. & Hutzler; Blair Rollins & Co. Inc.; Kidder, Pea¬
body & Co.

Columbia Gas System, Inc.
April 6 it was announced company plans to issue and
sell later this year $40,000,000 of new debentures. Pro¬
ceeds—To repay bank loans and for construction pro¬
gram. Underwriters—To be determined by competitive
bidding. Probable bidders: Halsey, Stuart & Co. Inc.;
Morgan Stanley & Co.
Commonwealth Edison Co.

Oct. 19 Willis Gale, Chairman, announced that if the
separation of the gas and electric properties is carried
out, a substantial block, perhaps $60,000,000, of mortgage
bonds constituting a lien on the gas properties would be
sold to public investors by Edison as the next step in
financing its $1,100,000,000 postwar construction pro¬
gram. Upon transfer of the properties, Northern Illinois
Gas Co., the new gas company to be formed would as¬
sume the sale obligation of the bonds. Probable bidders:
Halsey, Stuart & Co. Inc.; Glore, Forgan & Co.; The
First Boston Corp.; Kuhn, Loeb & Co., Lehman Brothers
and American Securities Corp. (jointly).
Delaware Power & Light Co.

Oct. 5 it was announced company plans to issue and sell
in 1954 about $10,000,000 of first mortgage and collateral
trust bonds. Proceeds—For construction program. Un¬
derwriters—To be determined by competitive biddingProbable bidders: Halsey, Stuart & Co. Inc.; The First
Boston Corp. and Blyth & Co., Inc. (jointly); White,Weld & Co. and Shields & Co. (jointly); Union Securi¬

ties Corp.; Lehman Brothers; Morgan Stanley & Co*
Kuhn, Loeb & Co. and Salomon Bros. & Hutzler (jointly)'
W. C. Langley & Co.

Detroit Edison Co.
March 24 it was announced company plans to issue an

unspecified amount of convertible debentures due 1963
(about $55,000,000 to carry an interest rate not exceeding
4%) which may first be offered for subscription by
stockholders. Proceeds—To retire bank loans and to meet
construction costs. Meeting—Stockholders on April 14
authorized the new debentures. Underwriter—None.

Eastern Utilities Associates
Feb. 20 it was announced company plans sale of $7,000,-
000 collateral trust mortgage bonds due 1973. Under-
writers—To be determined by competitive bidding. Prob¬
able bidders: Halsey, Stuart & Co. Inc.; Estabrook &
Co. and Stone & Webster Securities Corp. (jointly); The
First Boston Corp., White, Weld & Co. and Kidder, Pea¬
body & Co. (jointly); Glore, Forgan & Co. and Harriman
Ripley & Co. Inc. (jointly).

Erie RR. (12/17)
Oct. 2 it was reported company plans to issue and sell
$5,400,000 equipment trust certificates. Bids—Expected
to be received on Dec. 17. Probable bidders: Halsey,
Stuart & Co. Inc.; Salomon Bros. & Hutzler; Kidder,
Peabody & Co.; Blair, Rollins & Co. Inc.

Essex County Electric Co.
Sept. 21 it was reported company plans issuance and
sale of $4,000,000 30-year first mortgage bonds. Under¬
writers — May be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Lehman
Brothers, Merrill Lynch, Pierce, Fenner & Beane and
Union Securities Corp. (jointly).

Florida Power Corp.
Sept. 11 it was announced that the company plans to sell
approximately $10,000,000 first mortgage bonds due 1983
the latter part of this year. Proceeds—To pay off bank
borrowings and for construction purposes. Underwriter
—To be determined by competitive bidding. Probable
bidders: Halsey, Stuart & Co. Inc.; Kidder, Peabody &
Co. and Merrill Lynch, Pierce, Fenner & Beane (joint¬
ly); Lehman Brothers; Glore, Forgan & Co. and W. C.
Langley & Co. (jointly); The First Boston Corp.
^ General Tire & Rubber Co.
Oct. 23 it was announced stockholders on Dec. 3 will
vote on approving a proposal to provide for an additional
class of preferred stock. There are said to be no present
plans for issuing any of these shares when authorized.

Government Employees Corp., Washington, D. C,
March 18 stockholders authorized an issue of 3,000 shares
of preferred stock (par $100) to carry a cumulative divi¬
dend rate not to exceed 6% annually. The management
states that, under present plans, these shares will be
issued as the growth of the corporation warrants.
• Government Employees Corp. (11/24)
Sept. 23, Leo Goodwin, President, announced that the
company soon plans to register with the SEC an issue
of $500,000 10-year 4V2% convertible junior subordinated
debentures (convertible into common stock at the rate
of $20 per share), to be offered for subscription by com¬
mon stockholders of record Nov. 17 at the rate of $100
of debentures for each 15 shares held; rights to expire
on Dec. 9. It is expected that subscription warrants will
be mailed on or about Nov. 24. Price—At par. Proceeds
—For working capital, etc. Office — Government Em¬
ployees Insurance Bldg., Washington 5, D. C. Under¬
writers—Johnston, Lemon & Co., Washington, D. C,;
and E. R. Jones & Co., Baltimore, Md.
Greenwich Gas Co.

May 7 the Connecticut P. U. Commission authorized
company to issue and sell $200,000 of first mortgage
bonds and $483,000 par value of common stock (the
latter first to stockholders). Proceeds—To retire bank
loans. Underwriter—F. L. Putnam & Co., Boston, Mass.
Houston Lighting & Power Co.

Sept. 25 it was reported company plans some new fi¬
nancing to provide funds for its construction program.
Bidders for about $25,000,000 of bonds may include Hal¬
sey, Stuart & Co. Inc.; Kuhn, Loeb & Co.; Union Se¬
curities Corp.;; Lehman Brothers; Smith, Barney & Co.;
Kidder, Peabody & Co.; Equitable Securities Corp.
Idaho Power Co.

Aug. 6, officials of Blyth & Co., Inc. and Bankers Trust
Co., New York, testified before the Federal Power Com¬
mission that this company plans to raise $184,550,000
to finance construction of three hydro-electric projects
on Snake River, Idaho. If approved, the financing will
consist of $105,000,000 of bonds through 1962; $27,400,000
of preferred stock; and $52,150,000 of common stock.
Throughout the financing period, the company would
borrow and repay $29,000,000 of short-term loans. Final
financing details would depend on market conditions.

Iowa Southern Utilities Co. (11/23)
Oct. 15, Edward L. Shutts, President, announced that
stockholders will on Nov. 12 vote on increasing author¬
ized common stock by 300,000 shares, or to 1,100,000
shares. It is planned to raise additional capital required
at this time by the sale to the public of approximately
100,000 common shares. Price—Will depend on market
conditions. Proceeds—About $2,000,000 will be used to
pay bank loans and for new construction. Registration-*
Statement expected to be filed on or about Nov. *•
Underwriter—The First Boston Corp.; New York.
Maier Brewing Co., Los Angeles, Calif. ,.nnnn

April 18 it was announced company will offer 400,ouu
additional shares of common stock to its stockholders <r
rate of four new shares for each share held. Pr'ce/JT !
per share. Prcoeeds — To help finance a new bottling
plant. Underwriter—None.
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uriu/aukee Gas Light Co. •
i 7 company sought SEC approval of a bank loan
«q nno 000 the mature Aug. 1, 1954. These borrowings,

, rPtained earnings, are designed to finance expansion
plUSafntf formulation of permanent financing prior to
perl ,rUv of notes. Probable bidders for bonds: Halsey,
matujuy Inc Glore> Forgan & Co. and Lehman
£ Sirs (iointly); Smith, Barney & Co. and Blyth &
rn Inc (jointly); Kuhn, Loeb & Co.; Kidder, Peabody
& Co; Harriman Ripley & Co. Inc.
Minnesota Power & Light Co.

A tr 3 it was announced stockholders will vote Oct. 1
increasing the authorized common stock (no par)

J" 2 000,000 shares (858,047 shares outstanding) to 3,-
nnnOOO shares and on approving a 2-for-l stock split.
This will Place the company in a position to proceed
i'nmDtly with any new financing that may become
necessary. Immediate offer not contemplated. Under-
riters—May be determined by competitive bidding,

probable bidders: Kidder, Peabody & Co.; Blyth & Co.,
I Inc.

Monongahela Power Co. (12/1)
Sent 9 it was announced that company is planning is-

I gjnee and sale of $10,000,000 first mortgage bonds due
1983 Proceeds—For construction program. Underwriters
To be determined by competitive bidding. Probable bid¬
ders' Halsey, Stuart & Co. Inc.; W. C. Langley & Co. and
The First Boston Corp. (jointly); Kuhn, Loeb & Co.;
Kidder, Peabody & Co. and White, Weld & Co. (jointly);
Glore, Forgan & Co.; Lehman Brothers, Equitable Se¬
curities Corp.; Union Securities Corp. and Salomon Bros.
& Hutzler (jointly); Merrill Lynch, Pierce, Fenner &
Beane; Harriman Ripley & Co., Inc. Bids—Tentatively
expected to be received on Dec. 1. Registration—Expect¬
ed about Oct. 30.

Mystic Valley Gas Co.
Sept. 21 it was reported company plans issuance and sale
of about $6,000,000 of bonds. Underwriters—May be de¬
termined by competitive bidding. Probable bidders: Hal¬
sey, Stuart & Co. Inc.; Merrill Lynch, Pierce, Fenner &
Beane and Union Securities Corp. (jointly); Lehman
Brothers; Kidder, Peabody & Co.

Narragansett Electric Co.
Oct. 8 company applied to Rhode Island P. U. Commis¬
sion for authority to issue 150,000 shares of pre¬

ferred stock (par $50). Underwriter — Previous pre¬
ferred stock offer (in 1940) was handled by The
First Boston Corp. If sold through competitive bidding,
probable bidders may include The First Boston Corp.;
Merrill Lynch, Pierce, Fenner & Beane and Union Se¬
curities Corp. (jointly); Blyth & Co., Inc. and Harriman
Ripley & Co. Inc. (jointly); White, Weld & Co.; Lehman
Brothers and Goldman, Sachs & Co. (jointly); Kidder,
Peabody & Co. and Stone & Webster Securities Corp.
(iointly).

New York State Electric & Gas Corp.
Feb. 27 it was reported that company may, later in 1953,
issue and sell $20,000,000 first mortgage bonds. Under¬
writers — To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; The First
Boston Corp. and Glore, Forgan & Co. (jointly); Blyth
& Co., Inc. and Smith, Barney & Co. (jointly); Hemphill,
Noyes & Co. and Drexel & Co. (jointly); Kidder, Pea¬
body & Co. and Salomon Bros. & Hutzler (jointly);
Lehman Brothers; Harriman Ripley & Co., Inc.

★ North American Acceptance Corp.
Oct. 15 it was reported company plans to issue and sell
in January all or part of 300,000 authorized shares of
preferred stock (par $10), subject to approval of stock¬
holders on Dec. 17. Underwriter—J. G. White & Co., New
York.

North Shore Gas Co.
Sept. 21 it was reported that company plans issuance and
sale of about $3,000,000 bonds. Underwriters—May be
determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Merrill Lynch, Pierce, Fenner
& Beane and Union Securities Corp. (jointly); Lehman
Brothers; Kidder, Peabody & Co.
★ Northern Illinois Gas Co.
bee Commonwealth Edison Co. above.

Northern Natural Gas Co.

Sept. 23 it was announced company plans to issue and
sell between $15,000,000 and $25,000,000 debentures in
December. Proceeds — To repay bank loans. Under¬
writers — To be determined by competitive bidding.
Probable bidders: Halsey, Stuart & Co. Inc.; Blyth &
Co., Inc.
Northwest Natural Gas Co.

March 23 it was reported that this company plans to
finance its proposed 1,300-miles pipeline from Canada to
the Pacific Northwest by the issuance and sale of $66,-
000,000 of 4%% first mortgage pipeline bonds to insur¬
ance companies and other institutional investors and $9,-
000,000 of 5% debentures and 1,400,000 shares of common
6tock at $10 per share publicly in the United States and
Canada. Underwriter—Morgan Stanley & Co., New York.

Jt Ohio Edison Co. (1/13)
Oct. 22 it was reported company may offer for subscrip¬
tion by its common stockholders of record Jan. 13, prob¬
ably on a l-for-10 basis, 527,830 additional shares of
common stock. Proceeds—For construction program. Un¬
derwriters—To be determined by competitive bidding.
Probable bidders: Morgan Stanley & Co.; Lehman Bro¬
thers and Bear, Stearns & Co. (jointly); The First Bos¬
ton Corp.; Merrill Lynch, Pierce, Fenner & Beane and
Kidder, Peabody & Co. (jointly); Glore, Forgan & Co.
and White, Weld & Co. (jointly).

★ Ohio Edison Co. (1/19)
Oct. 22 it was reported company tentatively plans to issue
and sell an issue of $30,000,000 first mortgage bonds due
1984. Proceeds — For repayment of bank loans and for
new construction. Underwriters — To be determined by
competitive bidding. Probable bidders: Halsey, Stuart &
Co. Inc.; Morgan Stanley & Co.; The First Boston Corp.;
Glore, Forgan & Co., White, Weld & Co. and Union Se¬
curities Corp. (jointly). Bids—Expected to be received
on or about Jan. 19.

Ormond Corp., Albuquerque, N. M.
March 10 it was announced company plans to register
with the SEC an issue of stock, which will be offered
nationally. Office—5003 Central Avenue, N. E., Albu¬
querque. N. M.
Otter Tail Power Co.

June 25 FPC authorized company to issue a maximum
of $4,000,000 unsecured promissory notes to banks, the
proceeds to provide funds to temporarily finance the
company's 1953 and 1954 construction programs prior to
arranging for long-term financing. Underwriters—May
be Glore, Forgan & Co. and Kalman & Co.
Pacific Northwest Pipeline Corp.

Jan 29 company received FPC permission to file a third
substitute application proposing to construct a 1,466-
mile transmission line extending from the San Juan
Basin in New Mexico and Colorado to market areas in
the Pacific Northwest. Estimated overall capital cost
of the project is $186,000,000, including $2,000,000 for
working capital. Financing is expected to consist of first
mortgage pipe line bonds and preferred and common

stocks. Underwriters—White, Weld & Co. and Kidder,
Peabody & Co., both of New York, and Dominion .Secu¬
rities Corp. Ltd., Toronto, Canada.
Pacific Telephone & Telegraph Co.

July 2 it was announced company plans to issue and
sell to its stockholders 1,004,603 additional shares of
capital stock on a l-for-7 basis. Price—At par (100 per
share. Proceeds—To repay bank loans. Underwriter—
None. American Telephone & Telegraph Co., parent,
owns 91.25% of Pacific's outstanding stock. Offering—
Not expected until the early part of 1954.
Petroleum Service, Inc. (Texas)

Aug. 4 it was reported company is considering issue and
sale of $300,000 of 6% debentures due 1963 (convert¬
ible into common stock). Underwriters— Probably
Garrett & Co., Dallas, Texas. Offering—Expected this
fall.

Portland General Electric Co.

July 22, Thomas W. Delzell, Chairman, and James H.
Polhemus, President, announced that financing of its
1953 construction program, which will range between
$8,700,000 and $9,200,000, is being accomplished by means
of bank loans under a credit arrangement which will
mature in November, 1953. Repayment of the loans at
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maturity, plus the procurement of an additional $1,500,-"*
000 needed for the rest of the year, will be accomplished
either by expansion of the credit arrangement or by the
sale of first mortgage bonds. Previous bond financing;
was done privately through Blyth & Co., Inc.
Riddle Airlines, Inc., New York

Aug. 11 it was announced company plans future public:
financing to secure cargo transport aircraft.
-^Rochester Telephone Corp»
Oct. 21 it was announced company has filed a petition,
with the New York P. S. Commission for authority to
offer to common stockholders 156,250 additional shares of!
common stock (par $10) in the ratio of one new share:
for each four shares held. Proceeds—To repay bank loans
and for new construction. Underwriter—The First Bos¬
ton Corp., New York. Offering—Expected before Jan. T,
1954.

Sky Ride Helicopter Corp.
Sept. 3 it was announced that the company contemplates
issue and sale of 1,490,000 additional shares of capital,
stock (no par), following completion of present offering'
of 10,000 shares at $2 per-share. Offering—Expected in:
November or December. Office—1705—38th St., S. E.„
Washington, D. C.
South Georgia Natural Gas Co.

Sept. 28 it was reported that an application is pending
before the Federal Power Commission for authority to
build a 335-mile pipe line in Alabama, Georgia and
Florida at an estimated cost of $8,141,518. Underwriter-
Shields & Co., New York.

Southwestern Development Co.
See Westpan Hydrocarbon Co. below.

Southwestern Public Service Co.
Aug. 6 it was announced company plans to issue and'
sell about $20,000,000 of securities (to consist of around^
$12,000,000 bonds; from $2,000,000 to $3,000,000 of pre¬
ferred stock; and the remainder in common stock, the
latter to be offered first to stockholders on a 1-for-J 3*
basis). Underwriter—Dillon, Read & Co., New York.
Offering—Expected in January or February 1954.
Suburban Electric Co.

Sept. 28 it was reported company plans issuance and!
sale of about $4,000,000 bonds. Underwriters—May be*
determined by competitive bidding. Probable bidders:
Halsey, Stuart & Co. Inc.; Merrill Lynch, Pierce, Fenner
& Beane and Union Securities Corp. (jointly); Lehmam
Brothers; Kidder, Peabody & Co.
Tennessee Gas Transmission Co. (12/1)

Oct. 6 it was reported company plans to issue and selli
$25,000,000 of first mortgage pipe line bonds due 19731
Underwriters—To be determined by competitive bidding,'
Probable bidders: Halsey, Stuart & Co. Inc.; Stone
Webster Securities Corp. & White, Weld & Co. (jointly).
Bids—Tentatively expected to be received about Dec. 1.

Transcontinental Gas Pipe Line Corp.
May 4 it was reported company may issue some con¬
vertible preferred stock before the Fall. Underwrite*?]
—Probably White, Weld & Co. and Stone & Webster
Securities Corp., both of New York.
West Coast Transmission Co.

Oct. 14 it was announced that company now plans tc
issue $29,000,000 in l-to-5y2-year serial notes; $71,000,00.0
in 20-year, first mortgage bonds; and $24,440,000 in sub¬
ordinated long-term debentures and 4,100,000 shares ah
common stock to be sold to the public. Proceeds—Tb.
finance construction of a natural gas pipe line from the
Canadian Peace River field to western Washington and]
Oregon. Underwriter—Eastman, Dillon & Co., New York..
Westpan Hydrocarbon Co.

July 1 SEC granted Sinclair Oil Corp. an extension od<
six months from June 21, 1953, in which to dispose of itfv
holdings of common stock in Westpan and the South¬
western Development Co. Sinclair owns 384,860 share? i

(52.85%) of the stock of each of the other two companies.
Underwriter—May be Union Securities Corp., New York.

* Williston Basin Pipeline, Inc., Billings, Mont.
Oct. 21, A. W. Hartwig, President, announces company
plans to build a pipeline from the Billings-Laurel refin¬
ing area to Glendive, Mont., to cost approximately $7,-
000,000. Financing expected to be done privately. Under¬
writer—Dillon, Read & Co. Inc., New York.

Continued from page 8

Dealer-Broker Investment

Recommendations & Literature
Micromatic Hone Corporation—Data—de Witt Conklin Organi¬
zation, 100 Broadway, New York 5, N. Y.

Northern Pacific Railway Co.—Analysis—Granger & Company,
111 Broadway, New York 6, N. Y.

Riverside Cement Company—Analysis—Lerner & Co., 10 Post
Office Square, Boston 9, Mass.

Sweet Grass Oils Ltd.—Memorandum—Weber-Millican Co., 50
Broadway, New York 4, N. Y.

Texas Gulf Sulphur Co., Inc.—Analysis—Abraham & Co., 120
Broadway, New York 5, N. Y.

Vnilever, N. V.—Analysis—Hallgarten & Co., 44 Wall Street,
* New York 5, N. Y. J*
Wagner Electric Corporation — Brochure — Scherck, Richter
Company, Landreth Building, St. Louis 2, Mo.

Williams & Co.,— Memorandum— Moore, Leonard & Lynch,
Union Trust Building, Pittsburgh 19, Pa.

Niagara Mohawk Pr.
Bonds Offered by
First Boston Group

Public offering of a new issue
of $40,000,000 Niagara Mohawk
Power Corp. 3J/4% general mort¬
gage bonds, due Oct. 1, 1983, is
being made today (Oct. 29) by an
investment banking group headed
by The First Boston Corp. The
bonds are priced at 100.625 and
accrued interest, to yield approxi¬
mately 3.22% to maturity. This
issue was awarded at competitive
sale on Wednesday on a bid of
100.0399.

The bonds are redeemable for
debt retirement and maintenance
funds at special call prices scaled
from 100.63 to 100 in 1982 and

at general redemption prices
ranging from 103.63 during the
12 months ending Sept. 30, 1954
to 100 after Sept. 30, 1982.

Niagara Mohawk, which sup¬
plies electric and gas service in a
large portion of upstate New
York, will use the proceeds from
this financing to retire $39,600,000
in outstanding bank loans bor¬
rowed for construction and prop¬

erty additions in 1953, to reim¬
burse the company's treasury and
to finance in part its construction
program, which will cost approxi¬
mately an additional $89,000,000
for the balance of the present
year and for 1954.
The company's present electric

generating capacity of 2,706,551
kilowatts will be increased by
384,350 kw at the completion of
current construction plans. The
company is also one of five utili¬
ties which propose to organize and
finance a company to construct
and operate a project for the re¬

development of the Niagara River
and to provide an estimated net
1,100,000 kw of generating capa¬

city, in addition to Niagara Mo¬
hawk's existing plants.

Consolidated operating rev¬
enues of the company and its sub¬
sidiaries for the eight month.?
ended Aug. 31, 1953, totaled $137,-
139,000 and gross income for the
same period was $23,123,000.
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Continued from page 4

Restoring Onr Free
Enterprise System

into an economic tailspin. We
could bring on , a man-made de¬
pression, as you know we can do
almost overnight. There is a

golden mean there somewhere
which is stability, and that is what
we seek.

monetized, and thereby remove
these threats, these pressures
which are constantly with us in
respect to deficit financing and its
affiliation with inflation.

establish this traditional differen¬
tial of $15 billion, although it
wouldn't be the same percentage¬
wise, so that the total debt would
be $290 billion, but $15 billion
over the $275 billion would have
to be in short-term financing,
which for all practical purposes
could not be monetized.

In the accomplishment of that
objective, we have to have a great
deal of patience, we have to feel
our.way along, and it isn't advis¬
able that it be done overnight.
But out of it all, I think you will
find that a greater portion of the
public debt will be put in a posi¬
tion where it cannot be monetized,
thereby removing one of the
major influences which has re¬
sulted in inflation, and I think
you will find that there probably
will be no necessity for increasing
the government debt. And, there¬
fore, we anticipate that the Con¬
gress shall not be called back in
session for that purpose.

Federal Home Loans

And I think that the suggestions
which have been made by bankers
that FHA be discontinued and
that FNMA be discontinued con¬

notes that they are willing to set
up their own secondary market
through the establishment of a
central mortgage bank or by con¬
tributing private capital to the ex¬

pansion of the Federal Home Loan
Bank.

Personally—and this is my own

thinking only—I think it was a
mistake to have ever presented
the question of raising the debt to
the Congress. There is a rule of
law as old as the ages, that laws
may be amended or repealed by
implication, if the Congress of the
United States appropriated more

money than was seemingly al¬
lowed under the debt limit, if by
implication it increased the debt
limit proportionately as it appro¬
priated over the debt limit. But,
of course, when the matter was

presented to the Congress, then
there was nothing for the Con¬
gress to do but to increase the
debt limit, because had it acted
negatively, of course the implica¬
tion that it intended to increase
the debt limit by appropriating
over the debt limit would have
been negatived.

Frankly, I don't know what the
situation is today. The House did
increase it. The Senate took no

action. But the Senate took no

negative action. So I presume
there would be an implication so
far as the validity of bonds issued
over the debt limit, the same as if
Congress had not had the matter
submitted to it.

Increase Debt Limit to $290
Billion

But there has been suggested a

very happy compromise to this
whole question of debt limit, and
I believe a very desirable thing
would be to increase the debt
limit to $290 billion from the pres¬
ent $275 billion.
You think perhaps that state¬

ment is a little inconsistent with
the one that I just made, that
there wasn't any particular neces¬
sity of submitting the matter to
Congress, but if you will recall,
back in 1939 we had a differential
between total debt—the limit on

total debt and the limit on bonded
indebtedness. I recall very well in
1939 the total bonded debt limit
was $30 billion. The total debt
limit was $45 billion, a differen¬
tial of $15 billion. So that it was
necessary to finance debt above
$30 billion. It had to be in short-
term financing.
That helped to control some¬

what the volume and velocity of
credit. So we removed the limit
on bonded indebtedness and in¬
creased the bonded debt limit to
the total debt limit in order that
under the plan which we had
adopted the whole debt could be
monetized, not just part of the
debt, but the whole debt, that part
of the debt owned by the banks.
Many of us feel that now is the

best time to restore this differen¬
tial between long and short-term
debt, and to announce in doing
so that we are doing it for a pur¬
pose, that purpose being to segre¬
gate, isolate, a certain part of the
bank-held debt, which cannot be

Those are the two suggestions
which have been offered, either
one of which I believe would be

acceptable in place of FNMA,
and probably could do a better
job in the long run.

The central mortgage banks
have been advocated here

domestically as a result of studies
which have been made in respect
to the financing of housing in
France and Italy, and it is rather
appealing. The government, of
course, would help in the estab¬
lishment of the original capital,
with the understanding that the
Treasury be reimbursed for it.

Then, on the other hand, in the
Congress there has been much
discussion in respect to the ex¬

pansion of the Federal Home Loan
Banks to get them to do the job
which they were originally set
up to do. Personally, I don't think
that we have made full use of the
Home Loan Banks as a secondary
market. Perhaps some legislation
is necessary to give them more

authority, broader authority, but
surely we will have no trouble if
we decide that we should do it

through the Federal Home Loan
Bank System in passing the neces¬

sary legislation.
We brought about inflation

deliberately, we legislated infla¬
tion. Back in the '30s, we reduced
the gold reserves, if you will re¬
call, from 35 to 25% behind de¬
posit liability and we reduced the
gold reserve behind the issuance
of Federal Reserve notes from
40 to 25%, we broadened the base.
And then we said that the banks
would no longer have to put up
commercial paper as security for
the issuance of Federal Reserve

notes, they could use bank-held
government debt for the other

75%.
It was in keeping with that pro¬

gram that we removed this differ¬
ential between long- and short-
term debt. So we wedded the debt
to our money so closely that fluc¬
tuations in the debt were almost

immediately reflected in fluctua¬
tions in the value of our money,
and because the fluctuations in
the debt have always been up,

consequently fluctuations in the
value of money have proportion¬
ately been down. That is what we
did to create inflation.
Many of us think that in keep¬

ing with this new policy of gov¬

ernment, wherein we have re¬

pudiated inflation as a matter of

government policy, we should re¬
verse the processes somewhat
slowly, cautiously, by which we

brought about inflation, in the
realization of this objective to
stabilize. And that is what we

believe will be accepted by the
Administration, because it is the
sensible approach to this problem.
So if we find that we have to

raise the debt limit, I would sug¬
gest that we keep the present
bonded debt limit where it is at
the present time, $275 billion. If
it is necessary to raise it beyond
that, we might raise it to re-

There has been a great deal of
discussion,,, and I must get along
and hit these high spots if I may.
I am now looking into my crystal
ball. I see Congressman Multer
and Congressman Keogh, and I
know that they are going to check
on me in the months to come, and
I presume that I shall have some
very unpleasant moments with
my colleagues if I don't try to
make good on some of these pre¬
dictions, because I know they are
playing just as much of a role
in trying to accomplish the same
purpose, to perpetuate the Ameri¬
can system and to bring about
stability.
In the first place, I know that

you are very much interested in
the secondary markets which the
government has created, espe¬
cially whether FNMA will be
continued, and the part which
FHA and VA are going to play in
the future.

vocating a discontinuance of FHA
and a return to the conventional
method of financing, that we
lower the down payments.
Of course, that is controlled

very much by state laws, and
Federal laws up to the present
time have tried, as far as arss-

tical, to conform to state laws in
that respect and all others. In
some of these states there would
have to be a 40% down payment
instead of a 20% down payment.
So there is a little inconsistency
there somewhere which must be
reconciled with the ultimate ob¬

jective. I don't think we should
go too far in insisting that the
down payment under FHA during
this transition period be reduced,
except and until there is such
cutback in the home construction
field as to require it to accelerate
the production of homes.
I am just going to hurry

through some of these things now,
because I know that your Presi¬
dent will be forewarned now that
he should never turn a Member
of Congress loose on his feet be¬
fore as nice an audience as this
without some effective restraint

upon his time.

positions. Even in time of \»a,
we had provisions under the Z
MM ». <the National Production Act that
a concern's competitive posiS
must be respected, and so n

course, it is in keeping with' Z
announced accepted policy of gov
ernment that we are notr"-; vvt- not goh?
to do anything to interfere with

1
■

the competitive position "which it
through private enter.

Branch Banking

I was a little surprised that
some bankers have advocated the
discontinuance of FHA and the
VA insurance program on the
premise that there is enough
private credit available to do the
job which has got to be done. I
think that that is a subject for
study. But if it is true that we
find private credit in sufficient
quantities to produce about a mil¬
lion homes or a million units a

year, then we will try to turn the
job over to private enterprise, but
I assume that those who are ad¬

vocating that contemplate that the
government will continue a sec¬

ondary market in some form, at
least until such time as private
enterprise can establish its own

secondary market.
And I think that the sugges¬

tions which have been made by
bankers that FHA be discontinued
and that FNMA be discontinued

connotes that they are willing to
set up their own secondary mar¬

ket through the establishment of
a central mortgage bank or by
contributing private capital to the
expansion of the Federal Home
Loan Bank.

There has been some discussion
here in respect to branch banks.
You need have no fear from the

Federal Government that there is

going to be branch banking legis¬
lation in conflict with the branch

banking laws of any of the several
states. That, of course, applies
as well to the Federal savings
and loan institutions and the

building and loan institutions.
I think you are a little alarmed

as to what might happen in those
fields. We have had our experi¬
ence with those who insist that
the Federal savings and loan as¬
sociations be given advantages
over privately - owned mutual
savings banks, and we are con¬
scious of some of the attempts
which have been made to col¬

lectivize your industry under gov¬
ernment domination.

Those are the two suggestions
which have been offered, either
one of which I believe would be

acceptable in place of FNMA, and
probably could do a better job in
the long run.

Central Mortgage Banks

The central mortgage banks
have been advocated here

domestically as a result of studies
which have been made in respect
io the financing of housing in
France and Italy, and it is rather
appealing. The government, of
course, would help in the estab¬
lishment of the original capital,
with the understanding that the
Treasury be reimbursed for it.

Then, on the other hand, in the
Congress there has been much
discussion in respect to the ex¬

pansion of the Federal Home Loan
Banks to get them to do the job
which they were originally set
up to do. Personally, I don't
think that we have made full use
of the Home Loan Banks as a sec¬

ondary market. Perhaps some

legislation is necessary to give
them more authority, broader au¬

thority, but surely we will have
no trouble if we decide that we
should do it through the Federal
Home Loan Bank System in pass¬
ing the necessary legislation.
But there is a thing which con¬

cerns me a little bit and seems to
be somewhat inconsistent if it is
not studied in relation to a study
of bank legislation. That is, the
insistence by some of these peo¬
ple, the same people who are ad-

May I go back for a moment to
the Banking Act of 1935, in
which an attempt was made to so¬
cialize America by socializing
the lifeblood of the American

economy, which is credit. That
bill, as it was originally pre¬

sented, would have compelled
every bank in the United States
to have come into the Federal Re¬
serve System; otherwise they
would not be able to have their

deposits insured by FDIC. Then
the President was to be given the
authority to remove members of
the Federal Reserve, Board at will,
thereby placing effectively under
one individual of7tiligarchy of in¬
dividuals whom we might set up
the loan policy of every bank
in the United States, be it com¬
mercial or savings, under the
complete domination of a Federal
bureau or an individual.

created

prise.
I think I can look in my crystjl

ball and foresee some studies in
respect to the coordination of pro
grams between the FHA and the
VA, especially in respect to ap.
praisal practices and construction
and design standards.
I think it is rather lamentable

that you have all this trouble that
you do in evaluating the different
standards which have been ac¬

cepted for the guidance of VA
as opposed to those which have
been accepted for the guidance of
FHA. You certainly won't be able
to plan far into the future unless
we do something along that line
to create the basis for your plan¬
ning.
I don't know how many of you

are interested in the holding com¬

pany legislation, but hearings will
be held on that in the Senate. I
am not being facetious when I

say that when the Senate gets
through with their hearings, the
House will proceed to write the

legislation. Because the only way
that that legislation can be writ¬
ten is to follow the same practices
which now prevail between the
Executive and the Legislative
Branches in reconciling all dif¬
ferences possible before the legis¬
lation is ever introduced.
We have played around with

this holding company legislation
now for 15 years to my knowl¬
edge. It has been introduced qvery

year, and because of the con¬
troversies which have raged
around it, it has been put up on
the shelf for the incoming Con¬
gress to work on. I think some¬

thing will be done with this hold¬
ing company legislation, but it
will be done by getting all seg¬
ments of the industry together to
sit down with the Federal Reserve

and the Treasury and FDIC, when
we will narrow as much as pos¬

sible the area of controversy, and
when we have narrowed the area

of controversy to the lowest pos- |
sible size, then legislation will be
introduced that will try to
reconcile the problems which have
not been reconciled within this
narrow area in the Committee

hearings. I
That, to me, is the practical

way of approaching that problem,
and it is the easiest way, and, be¬
ing a little lazy-minded, I always
seek the easiest way out.

I

With Cantor, Fitzgerald

We broke that up. But in 1939
the same people Who were advo¬
cating this collectivization in
1935 introduced another bill. We
had hearings for; weeks upon it,
and I think that it would be most

interesting for you to read the
minority report on the bill H.R.
6940 of, I think, tlpe 67th Congress,
1939, which befeame majority
thinking on the committee, which,
in effect, would have compelled
every savings bank, mutual or

otherwise, in the United States to
have converted to a Federal sav¬

ings and loan institution or gone
out of business.

So we are conscious of the ne¬
cessity of maintaining the com¬
petitive position within the bank¬

ing fraternity, so ithat. there will
not be undue advantage given to
one branch to the prejudice of all
of the others.

(Special to The Financial Chronicle)

BEVERLY HILLS, Calif.—Ber¬
nard C. Solomon has become af¬
filiated with Cantor, Fitzgerald
& Co., Inc., 232 North Canon
Drive.

With Real Property Inv.
(Special to The Financial Chronicle)

BEVERLY HILLS. Calif.-—Iris
W. Sewell is now affiliated witn
Real Property Investments, Inc.,
233 South Beverly Drive.

With Hamilton Managem't
(Special to The Financial Chronicle)

DENVER, Colo. — Harold A-
Hartsook is connected with Ham-,
ilton Management Corporation,
445 Grant Street.

Our objective is to even remove

discriminations if they exist. So
we are going to study the whole
problem. We havi&_restored to in¬

dustry generally their competitive

With J. Barth Co.
(Special to The Financial Chronicle)
SAN FRANCISCO, Calif.—Mel¬

ville Marx has become connected
with J. Barth & Co., 404 Mont¬
gomery Street, members of w
New York and San Francis
Stock Exchanges.

'4
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Ghristie-Searighi
gffer Glenn McCarthy
Common Stock si $2
g V Christie & Co., Houston,

Tex and George A. Searight of
New'York are offering an issue of
10 000 000 shares of common stock
/par 25 cents) of Glenn McCarthy,
Inc. at $2 per share
Glenn McCarthy, Inc., organized

in Delaware in April, 1952, pro¬
poses, upon consummation of the
new financing, to engage in a
general oil business, including the
prospecting for, acquisition, de¬
velopment -and operation of oil,
gas and other mineral properties
and interests. • V
The company has entered into a

contract with Glenn H. McCarthy,
who is President and a director of
the company, under the terms of
which the company has been
granted the right to direct and
control operations for the explo¬
ration and discovery of oil and
gas on approximately 970,000 acres
covered by a lease granted Mr.
McCarthy by the Republic of Bo¬
livia and has agreed to cause the
performance of certain , of Mr.
McCarthy's obligations under such
lease. ■ .

Glenn McCarthy, Inc. estimates
that during the first year of its
operations in Bolivia the costs of
meeting McCarthy's obligations
under such lease contract will
amount to $1,500,000, which
amount includes among other
items the cost of drilling rigs and

other equipment and supplies

necessary to operate in that coun¬

try, transportation charges, geo¬

logical and geophysical operations
and exploratory drilling and de¬

velopment of portions of the
leased area.

The company has no existing
plans for the immediate acquisi-

SITUAT10NS WANTED

tion of any specific properties in
the United States or Canada. It
is estimated, however, that during
the first year of its operations in
these countries it will spend, in
the following order of priority,
approximately $1,100,000 for the

acquisition of leases, $475,000 for

geological and geophysical work
and $3,100,000 for the drilling of

exploratory wells.

Initially, part of the general
funds of the Company will be in¬
vested in short-term United States

Government and/or municipal se¬
curities.

^ DIVIDEND NOTICES

AMERICAN & FOREIGN POWER

COMPANY INC.

Two Rector Street, New York G, N. Y.
COMMON STOCK DIVIDEND

The Board of Directors of the Company at a
meeting held October 23, 1953, declared a
dividend of 15 cents per share on the Common
Stock for payment December 10, 1953 to the
stockholders of record November 10, 1953.

H. W. BALGOOYEN,
Vice President and Secretary.

October 23, 1953.

Situation Wanted
Cashier-Assistant Trader desires

to connect with small member or

over-the-counter firm, to assist in

developing trading in unlisted se¬

curities. Have contacts, and ap¬

prised of special situations. Ex¬
perienced in handling of securities
and brokerage office procedure.
Prefer placement in city, but may

relocate outside of city for com¬

pensating salary. Box W 1029,

Commercial & Financial Chronicle,
25 Park Place, New York 7, N. Y.

AVAILABLE
Trader, order clerk, salesman,
retail and institutional,
ru&hteen years' experience
°wn firm. Thoroughly ex¬
perienced in all phases of
the investment business,
yapable managing or open-

branch offices. Highest
references. Box S1021, "Com¬
mercial & Financial Chron-

e»' 25 Park Place, N. Y. 7.

ii

SALESMAN
Gentleman with 25 years' ex¬
perience in over-the-counter
securities field desires posi¬

tion with New York City or
e vv ^ersey firm as a sales¬

man. Box A1022, "Commer-"ai & Financial Chronicle,"
>0 1 ark Place, N. Y. 7.

AM I'll H AN ISAS

AND KLKCTHIC COMPANY

Common Stock Dividend

9 A regular quarterly dividend of
/ \ forty-one cents ($.41) per share on

the Common capital stock of the Company
issued and outstanding in the hands of the
public has been declared payable Decem¬
ber 10, 1953, to the holders of record at
the close of business November 9, 1953.

W. J. ROSE. Secretary.
October 28, 1953.

Ill Fifth Avenue NewYork 3,N.Y«

193rd Common Dividend

A regular dividend of Seventy-five Cents
(75(f) per share has been declared upon the
Common Stock of The American Tobacco

Company, payable in cash on December 1,
1953, to stockholders of record at the close
of business November 10, 1953. Checks will
be mailed.

Harry L. Hilyard, Treasurer

October 271953

ALUMINIUM LIMITED

DIVIDEND

NOTICE

On October 20, 1953, a quar¬

terly dividend of fifty cents per share
.in U. S. currency was declared on the
no par value shares of this Company
payable December 5, 1953, to
shareholders of record at the close
of business October 30, 1953.

Montreal JAMES A. DULLEA
October 20, 1953 Secretary

The following dividends have
been declared on the Common
Stock of Allied Chemical &

Dye Corporation:

Quarterly dividend No. 131 of
Sixty Cents ($.60) per share.

Special dividend of Sixty
Cents ($.60) per share.

Both dividends are payable
December 10, 1953, to stock¬
holders of record at the close
of business November 13,1953.

\V. C. KING, Secretary
October 27, 1953.

Joins Hannaford Talbot

(Special to The Financial Chronicle)

SAN FRANCISCO, Calif. —

Arthur L. Larson is now con¬

nected with Hannaford & Talbot,
51,9 California Street. He was

formerly with King Merritt & Co.

DIVIDEND NOTICES

United States Pipe and Foundry Company
Birmingham, Ala., October 21, 19S3

The Board of Directors this day declared a

quarterly dividend of seventy-five cents (75iO
per share on the outstanding Common Stock
of this Company, payable December 14, 1953,
to stockholders of record on November 20,1953.

The transfer books will remain open.

United States Pipe and Foundry Company

JOHN W. BRENNAN, Secretary & Treasurer

NATIONAL DISTILLERS

PRODUCTS

CORPORATION

DIVIDEND NOTICE

The Board of Directors has de¬

clared a quarterly dividend of
25c per share on the outstand¬

ing Common Stock, payable on

December 1, 1953, to stockhold¬
ers of record on November 12,
1953. The transfer books will not

close.

THOS. A. CLARK

October 22, 1953 Treasurer

A dividend of thirty-five (35) cents
per share for thefourth quarter of 1953
has been declared on the common

capital stock, and the regular quar¬
terly dividend on the S%% preferred
stock of this company, both payable
December 10, 1953 to stockholders of
record at the close of business on

November 25, 1953.
This is the second successive increase
in the dividend during 1953.

Drewrys Limited U. S. A., Inc.
South Bend, Indiana

T. E. JEANNERET,
Secretary and Treasurer

MANUFACTURING COMPANY

Framingham, Mass.

DIVIDEND NOTICES

Debenture: The regular quarterly
dividend of $2.00 per share on the
Debenture Stock will be paid Dec.
3, 1953, to stockholders of record
Nov. 9, 1953.

"A" Common and Voting Common:
A quarterly dividend of 30 cents

per share on the "A" Common and

Voting Common Stocks will be paid
Dec. 3, 1953, to stockholders of
record Nov. 9, 1953.

A. B. Newhall, Treasurer

109™ YEAR

HOOKER ELECTROCHEMICAL
COMPANY

$4.25 Cumulative Preferred
Stock Dividend

The Board of Directors of Hooker Elec¬
trochemical Company on October 21,
1953 declared a quarterly dividend of
$1.0625 per share on its $4.25 Cumula¬
tive Preferred Stock, payable December
30, 1953 to stockholders of record as of
the close of business December 2, 1953.

Cumulative Second Preferred

Stock, Series B Dividend
The Board of Directors of Hooker
Electrochemical Company on October 21,
1953 declared a quarterly dividend of
$1.05 per share on its Cumulative Second
Freferred Stock, Series B, payable
December 30, 1953 to stockholders of
record as of the close of business
December 2, 1953.

Common Stock Dividend

The Board of Directors of Hooker
Electrochemical Company on October 21,
1953 declared a quarterly dividend of
Fifty Cents ($.50) per share on its
Common Stock, payable November 25,
1953 tp stockholders of record as of the
close of business November 2, 1953.

ANSLEY WILCOX 2nd
Secretary

DIVIDEND NOTICES

mmm
SINCE 188S

STAUFFER CHEMICAL

COMPANY
DIVIDEND NOTICE

The Board of Directors has declared

a dividend of 32V4tf per share on the
common stock payable December 1,
1953 to stockholders of record at the

close of business November 16, 1953.

Christian deDampierre
Treasurer

SOCONY-VACUUM
OIL COMPANY

INCORPORATED

Dividend

No. 171

October

27, 1953

The Board of Directors today
declared a quarterly dividend of
50$ per share and an extra divi'
dend of 25^ per share on the
outstanding capital stock of this
Company, both payable Decern'
ber 10, 1953, to stockholders of
record at the close of business
November 6, 1953.

W. D. Bickham, Secretary

5ERB0RRD
Fin A M -:'CS:-I PA N f

COMMON STOCK DIVIDEND

75th Consecutive Quarterly Payment
The Board of Directors of Seaboard

Finance Co. declared a regular quar¬

terly dividend of 45 cents a share
on Common Stock payable Jan. 10,
1954 to stockholders of record Dec.

17, 1953.
PREFERRED STOCK DIVIDENDS

. The directors also declared regular
quarterly dividends of 43 cents a
share on $1.72 Convertible Preferred
Stock, 53 cents a share on $2.12 Con¬
vertible Preferred Stock, and $1.43%
on rhe $5.75 Sinking Fund Preferred
Stock. All preferred dividends are

payable Jan. 10, 1954 to stockholders
of record Dec. 17, 1953.

A. E. WEIDMAN
Treasurer

Oct. 15,1953

Common and

Preferred Stock Dividends
The Board ofDirectors ofSafe¬
way Stores,Incorporated,on
October 20,1953,declared the
following quarterly dividends:

60^ per share on the $5.00
par value Common Stock.
$1.00 per share on the 4%
Preferred Stock.

$1,121/2 Per share on the
41/2% Convertible Pre¬
ferred Stock.

Common Stock dividends are

payableDec. 16,1953 tostock-
holders ofrecord Dec. 3,1953.
Dividends on the 4% Preferred
Stock and 4Vi% Convertible
Preferred Stock are payable
January 1,1954 to stockholders
of record Dec. 3. 1953.

MILTON L. SELBY, Secretary
October 20, 1953

DIVIDEND NOTICES

SOUTH AMERICAN GOLD"
& PLATINUM COMPANY

61 Broadway, New York 6, N. Y.

October 19, 1953.

A quarterly dividend of ten (10*)
cents per share has been declared

payable December 14, 1953, to
stockholders of record at the close

of business on November 30, 1953.

JOHN G. GREENBURGH, Treasurer.

SUBURBAN PROPANE
GAS CORPORATION

REGULAR QUARTERLY

DIVIDEND NO. 31 DECLARED

Common Stock—30^ per share

Payable November 16,1953 to stock¬
holders of record November 2, 1953.

R. GOULD MOREHEAD,
Treasurer

October 22, 1953

Southern

Railway
Company

DIVIDEND NOTICE

Now York, October 27, 1953.

A dividend of 1 V»% (62Va <) per share
on 1,200,000 shares of Preferred Stock of
Southern Railway Company of the par

value of $50. per share has today been
declared, payable December 15, 1953, to
stockholders of record at the close of busi¬
ness November 16, 1953.

A dividend of sixty-two and one-half
cents (62V? <) per share on 2,596,400
shares of Common Stock without par value
of Southern Railway Company has today
been declared out of the surplus of net

profits of the Company for the fiscal year
ended December 31, 1952, payable De¬
cember 15, 1953, to stockholders of rec¬
ord at the close of business November

16, 1953.
J. J. MAHER, Secretary.

The United Gas

Improvement

Company

DIVIDEND NOTICE

A quarterly dividend of 45c per
share on the Common Stock, par
value $13.50 per share, has been
declared payable December 22,
1953 to stockholders of record
December 4, 1953.
A quarterly dividend of $1.0614

per snare on the 4\i % Preferred
Stock has been declared payable
January 2, 1954 to stockholders
of record November 30, 1953.

Johns Hopkins, Treasurer

Philadelphia, October 27, 1953

YALE &TOWNE
DECLARES

EXTRA DIVIDEND

50^ PER SHARE

On Oct. 22, 1953, an

extra dividend No.

262 of fifty cents

(50$) per share was
declared by the
Board of Directors

out of past earnings,
payable on Nov. 23,
1953, to stockholders
of record at the close

of business Nov. 6,

1953.

F. DUNNING

Executive Vice-President
and Secretary

THE YALE & TOWNE MFG. CO.
Cash dividends paid in every year since 1899
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Washington... f
And YouBehind-the-Scene Interpretation*

from the Nation's Capital

WASHINGTON, D. C. — Two
big factors can change the frame
of the Administration's tax poli¬
cies at the next session of Con¬

gress. Both factors, unfortun¬
ately, are big unknowns at this
time. The final decision may
not be reached until January or

perhaps later.
One of the big unknowns is

the prospective size of the new

military program. Another is
the outlook for business.

If the Administration comes to
think that business is worsen¬

ing, it is expected to get active¬
ly behind a sharp tax reduction
program. With taxes now the
highest in history, tax reduction
should prove to be a most effec¬
tive tool to counter deflation,
for it would release to taxpaying
consumers so much more income
than tax relief has made avail¬
able in past business set-backs,
notably that of the 1930s.
On the other hand, if the Ad¬

ministration should finally de¬
cide that the supposed Russian
advances in atomic and H-bomb

weapons must be countered with
a new and additional defense

program, the outlook would be
different. In such a case, there
would be an assurance of a new-

upward surge in government
spending, and of business spend¬
ing to prepare for the new and
added program of defense.

If there is to be a new and ad¬
ditional military program, and
with it a covert assurance of no

deflation, then the Administra¬
tion may be expected to seek a

.substantial net increase in tax
revenues so as to diminish as far
as it can the consequent budg¬
etary deficit.

There is, however, a third al¬
ternative. This is that the pres¬
ent outlook, or status quo, may
prevail when the time of deci¬
sion comes.

A continuation of the present
outlook presupposes only "se¬
rial adjustments" in business
conditions. One or another in¬
dustry might find some down¬
trend, but the whole volume
would remain strong. The status
<quo alternative — the one now

used in thinking and planning—
also assumes that if there seems
to be a need for modifying the
defense program because of
Russian advances, this will be
done by adjustments which will
not boost actual fiscal '55 spend¬
ing beyond the presently-
agreed, if tentative level, of $40
billion.

Some facets of the present de¬
fense program would be cutback
to make room for new things
45uch as radar interception gear,
fighter-interceptors, or perhaps
■some additional heavy bombers
to encourage the Russians to
fear retaliation.

Naturally the more conserv¬
ative members of the Eisenhow¬
er Administration hope ardently
that this will be the response to
the Great II-Bomb Scare of

1953, ,and that there will not be
a new- and additional defense
program built on top of the ex¬

isting program.

Concentrate on Saving
Expiring Taxes

For the present year a legal
deficit of $3.8 billion is forecast.
The Administration is commit-
ed, it is said, to allowing the Ex¬
cess Profits Tax and the second
income tax boost of 1951, to die
on schedule, without seeking

substitute taxes. This is made
clear for the first time.

On an annual basis these two
taxes would lose $5 billion, but
for fiscal 1955, because pay¬
ments on expiring taxes will
slop over into the new fiscal
year, the net revenue loss for
'55 would be $3.5 billion. If

spending for '55 were to remain
at $72.1 billion, then the last
officially forecast deficit of $3.8
billion for the current year
would be increased for '55 by
$2.3 billion, or a total "adminis¬
trative budget" deficit of $7.3
billion and a cash deficit of
around $4 billion.

However, assuming the status
quo alternative, officials natu¬
rally hope to come up with some
more substantial results in their

steady campaign of expenditure
cutting. Guesses as to the pros¬
pective expenditure-c u 11 i n g
come out to give '55 a total ex¬
penditure rate—still assuming
the status quo—of between $68
and $70 billion.
Under such a relatively-hope¬

ful outlook there could be a

legal deficit in the neighborhood
of $3 billion and an actual cash
surplus of around SI billion, but
this is the maximum of optim¬
ism.

So if there is no business set¬
back and if the tub-thumbers
for a brand new and expensive
new defense program do not
have their way, there is seen a

possible element of progress in
the campaign toward getting the
budget toward a balance. This
is, of course, a small progress,
amounting to at most not over
a billion dollars less than the
prospects officially forecast for
the current year (but no abso¬
lute progress unless expendi¬
tures can be cut to $68 billion).
However, it would mean about

holding the line in spite of the
cancellation of $3.5 billion in
revenues from expiring taxes.
It is for this reason that offi¬

cials are expected to fight so
ardently for the retention of
the higher rates of corporation
income and excise taxation
which, unless renewed by Con¬
gress, will expire at midnight
next March 31.

Congress Will Oppose
The situation as to these

higher rates of taxation in all
likelihood will be similar to
that which operated around the
expiring Excess Profits Tax. The
Administration assumed the
fiscal position that bad as was

EPT. the loss of revenues to the
Treasury would be worse. The
Administration probably will
assume that even though the
present excises on luxuries and
the 52% corporation tax rate
are bad, the prospective deteri¬
oration in the Treasury's posi¬
tion from their dropping down
to lower rates would be the
worse of the two evils.

Last year the Administration
took the position that its judg¬
ment of the politics of taxation
also was superior to that of the
Congressmen pressing for the
ending of EPT. Th.is time the
Administration probably can be
expected to take a similar posi¬
tion. In other words, the Ad¬

ministration will argue that it
is bad politics for Congressmen
to allow corporations and

luxury items lower taxes at the

expense of a greater deficit,
and that all good Republicans

BUSINESS BUZZ
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i4Okay, wise guy- -so we're out of the high rent district
—now what?"

coming to the aid of their party
should vote to continue these
higher rates.

As last year, in the final wash
the official GOP leadership
probably will back this Ad¬
ministration position while
other influential Republicans
below the rank of Congressional
leadership will oppose.

Congress Less in Control

There, however, the analogy
between 1953 and 1954 probably
will end. The members of the
House in the GOP ranks are in

something of a panic. They are
less likely to go down the line
for these boosts than they did
for EPT in 1953.
A good many will feel that in

the light of the political real¬
ities, the Republicans should
place primary emphasis upon
getting GOP members reelected,
and secondary emphasis upon
fiscal soundness.

Furthermore, the tax-cutting
impulse will have in the 1954
session the advantage of the in¬
itiative, which it did not have
in the 1953 session. Mr. Eisen¬
hower promised to submit an
overall revision bil. That such a
bill is pending will provide nu¬

merous opportunities for'the tax
cutters to offer amendments. If
there were no such bill up for
consideration, the leadership
might have a better chance of
throttling tax cuts beyond those
approved by the Administration.

Calls for Deal
In the light of this inherently

weak tactical situation of the

SlG* f?
CarlMarks & Ho Inc.

FOREIGN SECURITIES SPECIALISTS
50 BROAD STREET - NEW YORK 4, N. Y.
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of all the uncertainties, cannotbe forecast at this time. 1
Machine Tool Builders WantRelease From Order
Despite the fact that the vol

ume of new orders for the ma-chine tool building industry i,
on the decline, the governmentstill insists upon its order that

6urn0K£ '^ industry's productsshall be delivered for defense
use. Only 40% can be deliveredto non-defense users.
The industry is petitioningfor a raising of the percentageof its output which can go forcivilian use. If the proportions

could be changed the industrywould view this as promoting
a greater stability.
While officials are said to be

sympathetic to the idea, theyhave not indicated whether theywill change the order.

(This column is intended to re*
fleet the "behind the scene" inter-
pretation from the nation's Capitaland may or may not coincide with
the "Chronicle's" own views.)

Atwill & Co. Adds
(Special to The Financial Chronicle)
MIAMI BEACH, Fla. — Paul J.

Bauer is now with Atwill and

Company, 605 Lincoln Road. He
was previously connected with
Blair F. Clavbaugh & Co.

Administration in trying to as¬
sert budgetary soundness, a deal
with Congress would seem to
be called for. Under such a deal,
if made in advance, the Admin¬
istration might sound out gen¬
uinely representative opinion as
to how much could b|e saved in
revenues if so much was lost in
such and such way in tax cuts.
Otherwise — without strong

Administration backing for
some cuts, Congress may sim¬
ply take advantage of its tactical
situation, which is, it is repeat¬
ed, that it must be induced to
take affirmative action to ex¬

tend any expiring higher rates
of tax if they are to be extend¬
ed, and it will have the further
opportunity to cut when the
overall revision bill comes on

the floor.

However, it is not believed
that the Administration has thus
far become impressed with such
an outlook.

Seeks Start On
Major Tax Reforms

Finally, another feature of the
tax outlook is that the Admin¬
istration definitely desires, it is
said, to make some substantive
reforms as a part of the overall
revision.

Thus, it is reported that the
Administration would like to
make some start in a better deal
on depreciation. It would also
like to make a small beginning
toward ending double taxation
of corporation income.
Just what chances these two

projects will have in the light

Business

Man's

Bookshelf,
Bargaining — Paul L. Poirot -
Foundation for Economic Edu¬

cation, Inc.,- Irvington-on-Hud-
son, N. Y. (paper). No charge
for single copy; quantity prices
on request.

Commonwealth and the United
Nations—Lionel Gelber—Infor¬
mation Secretary, Canadian In¬
stitute of International Affairs,
230 Bloor Street, West, Toronto
5, Ont., Canada, (paper), 39
cents.

Mainspring of Human Progress-
Foundation for Economic Edu¬

cation, Inc., Irvington-on-Hud-
son, N. Y. (paper), $1-50;
(cloth), $2.50 (quantity prices
on request).

New Force in Corporate Growth,
A — Bertrand W. Hall — Lind
Brothers, 121 Varick Street,
New York 13, N. Y. (paper),
$1.00.

Ontario Mining Association Report
of Directors 1952-1953—Ontario

Mining Association, 320 Bay St.,
Toronto 1, Ont., Canada (paper).
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CEMENT
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Analysis Available
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Investment Securitie*

10 Post Office Square, Bosten 9, Mass*
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